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STUDIES OF FOREIGN POLICY 





January 20, 1959.—Ordered to be printed 


Mr. Green, from the Committee on Foreign Relations, 
submitted the following 


REPORT 


(To accompany 8. Res. 31] 


The Committee on Foreign Relations, having had under considera- 
tion the question of carrying on certain studies of foreign policy, reports 
an original resolution, Senate Resolution 31, to authorize a study of 
US. foreign policy, with special reference to Latin American and 
Canadian affairs and the problems of world disarmament, and recom- 
mends that it do pass. 


1. PROVISIONS AND PURPOSE OF THE RESOLUTION 


This resolution combines in a single authorization funds and au- 
thority which have previously been provided in four separate resolu- 
tions. Expenditures totaling $500,000 are authorized during the 
period February 1, 1959, to January 31, 1960, to carry on: (1) a general 
review of foreign policy as authorized by Senate Resolution 336 of the 
85th Congress; (2) a study of U.S. relations with Latin America as 
authorized by Senate Raseletian 330 of the 85th Congress; (3) a study 
of disarmament problems as authorized by Senate Resolution 335 of 
the 85th Congress; and (4) studies of problems affecting United States- 
Canadian relations and discussions with members of the Canadian 
Parliament growing out of Senate Resolution 359 of the 85th Congress. 

For the first three studies listed above, a total of $485,000 was 
originally provided. The initial modest expenses of the fourth study 
were paid out of regular committee funds. Of the total, if is estimated 
that’ $453,655 will remain unexpended January 31, 1959. The effect 
of the pending resolution, therefore, is. to make this amount again 
available and to provide for aslight expansion in work already planned. 
The committee’s expenditures in connection with its studies have so 
far been low, because most of the work will be done by outside institu- 
tions under-edntract with the committee and the committee is only 
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now beginning to make specific contracts. It is anticipated that 
expenses will be rather heavy in 1959 as contracts are completed. 


2. FOREIGN POLICY REVIEW 


Following Senate passage of Senate Resolution 336 July 31, 1958, 
Senator Green, chairman of the full committee, appointed an execu- 
tive committee, consisting of Senators Fulbright (chairman, Sparkman 
Hickenlooper, Aiken, and Green (ex officio), to make plans for and 
supervise the carrying out of, the studies and reviews. At an all-day 
session in September, the executive committee discussed with a group 
of distinguished private citizens the general problems involved and 
the most advantageous approaches to them. Taking part in this 
discussion, besides the members of the executive committee, were 
Robert Bowie of Harvard University, former Ambassador William 
G. Bullitt, Robert Calkins of the Brookings Institution, John Cowles 
of the Minneapolis Star and Tribune, William Diebold of the Council 
on Foreign Relations, Henry Luce of Time-Life, Inc., Walter Millis 
of the Fund for the Republic, and Dean Rusk of the Rockefeller 
Foundation. 

Following this meeting, the executive committee developed its 
plans and announced, on October 15, a series of 14 studies for which it 
was prepared to contract with private organizations and institutions. 
These studies were: 

1. The nature of foreign policy and the role of the United States 
in the world. 

2. The principal ideological conflicts, variations thereon, their 
manifestations, and their present and potential impact on the foreign 
policy of the United States. 

3. Worldwide and domestic economic problems and their impact 
on the foreign policy of the United States. 

4. Foreign policy implications for the United States of economic 
and social conditions in lesser developed and uncommitted countries. 

5. Possible development in military technology, their influence on 
strategic doctrine, and the impact of such developments on United 
States foreign policy. 

6. Possible scientific developments and their potential impact on 
foreign policy of the United States. 

7. The role of multilateral organizations in the formulation and 
conduct of U.S. foreign policy. 

8. Formulation and administration of U.S. foreign policy. 

9. Western Europe. 

10. The U.S.S.R. and Eastern Europe. 

11. The Near East. 

12. South Asia. 

13. Africa. 

14. The Far East, including Southeast Asia. 

Latin America was omitted from this list because of the more 
intensive study of that area underway concurrently, as outlined below. 

On January 5, 1959, the executive committee met again to consider 
proposals which had been received from various institutions interested 
in doing one or more of these studies. Negotiations are now actively 
in progress, and the cemmittee anticipates that the first of several 
contracts will be signed in the near future. The committee again 
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emphasizes that it is interested in basic, as distinguished from transi- 
tory, issues, and that it is seeking ideas and recommendations which 
it can consider in preparing its reports. 


8. STUDY OF LATIN AMERICA 


Senate Resolution 330, which was agreed to also on July 31, 1958, 
authurized expenditures of $150,000 for a thorough study of U.S. 
relations with Latin America. The study is being carried on by 
the Subcommittee on American Republics Affairs of the Committee 
on Foreign Reiations. On October 27, the subcommittee announced 
its plans for the study, stating that its purpose was— 


to make an objective evaluation of the present state of U.S. 
relations with Latin America to the end that specific recom- 
mendations may be made with respect to U.S. policy and 
especially with respect to legislative action by the Congress. 
The subcommittee invited interested institutions to submit pro- 
posals for studies under the following headings: 
1. Post World War II Political Developments, 
2. Problems of Economic Development. 
3. Commodity Problems. 
4. U.S. Business and Labor in Latin America. 
5. United States—Latin American Economic Relations. 
6. The International Communist Movement and United States— 
Latin American Relations. 


7. Public Attitudes Affecting United States-Latin American 
Relations. 


8. Problems of Defense. 

9. The Organization of American States. 

10. Organization of the U.S. Government for Dealing With Latin 
American Affairs. 

A number of proposals have been received from qualified institu- 
tions, and it is hoped that contracts can be made in the near future. 

The subcommittee has also requested the Legislative Reference 
Service of the Library of Congress to undertake a digest of previous 
studies and reports on Latin America, a collection of pertinent docu- 
ments, and a series of background papers on each Latin American 
country. It is expected that publication of this material will likewise 
begin in the near future. : 

inally, the subcommittee has solicited the views and suggestions 

of more than 300 private citizens with experience in Latin rican 
affairs. The response has been excellent, and an analysis, which 
will respect the confidential sources of the replies, will be available soon. 


4. DISARMAMENT 


Senate Resolution 93 of the 84th Congress created a special com- 
mittee on disarmament as a subcommittee of the Committee on 
Foreign Relations but augmented by members of the Committee on 
Armed Services and the Henate section of the Joint Committee on 
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Atomic Energy. That special committee was extended from time to 
time but finally expired July 31, 1958, at which time its duties, fune- 
tions, and records were turned over to the Foreign Relations Com- 
mittee. It in turn established its own subcommittee to carry on the 
work. Senate Resolution 335, which was agreed to July 28, 1958, 
provided $35,000 for this purpose until January 31, 1959. 

In the intervening period, the subcommittee has continued to have 
staff studies made of various aspects of the disarmament problem, and 
for part of the time has had representatives observing the disarmament 
negotiations in Geneva. A new series of hearings is planned for the 
near future. 


5. UNITED STATES-CANADIAN RELATIONS 


Senate Resolution 359, agreed to August 8, 1958, directed the 
Committee on Foreign Relations to— 


establish a subcommittee for the purpose of exploring, with 
appropriate officials of the Government of the United States 
and with members of the Canadian Parliament. the desira- 
bility and feasibility of increased systematic discussion 
between legislators of the two countries on problems of 
common concern. 


Pursuant to this resolution, a subcommittee was created, consisting 
of Senators Aiken (chairman), Mansfield, Morse, and Capehart. 
Senators Aiken and Capehart met in Ottawa in September with 
members of the Canadian Parliament and it was agreed that informal 
discussions embracing a larger number of legislators of both countries 
should be held. The first such meeting took place in Washington 
January 9and10. Another is in prospect for Canada in June or July. 

The initial exchanges have been extremely worth while and have 
resulted in better mutual understanding of common problems. 
Additional meetings will involve not only travel expenses but also 

ibly the costs of preparing background material for the use of 
enators participating in the discussions. 
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6; BUDGET 


The committee’s budget for the coming year, based upon the plans 
outlined above, is as follows: 








Budget 
STAFF 
‘ ‘ ‘ Gross yearly 
Administrative and clerical: 

members. Joi0 oui A et ol elas adil aoe Wi aaLusgiu $14, 750 
0 Sd diddikala~ <usid- ah We alah bipamnep = achn= dash cena 11, 021 
hc! to mand neddnnencne seaman eimemEenekeeneme aaa , 082 

Contin HSOOES.... .. ncn cninnticcits duidelbhbGusciveddibeeee 5; 
Pe Pe PSuuccccccculaceseeeee ee 5, 403 
DOD id ko co ethererdidie inn wiiiianiabbhaaneig actin atandbntenininaiat 5, 403 

BGs iinrrncswaSenepiinien Dike, Sia ata ee 2, 
Bete oc kncc upended ie ees ie oe 50, 768 

ADMINISTRATIVE 

Contribution to civil service retirement fund_.............--..-.-.-- $3, 301 
Reimbursable payments to agencies__..........-......--------.---- 51, 004 

ey RIN 5 casks icsdictind tention a eesieahaccdetbeieiiel tions cna acasiaceitaiemona ; 
EO, DEINE DER. . ....ccssncinaiiiicnntinstdnamendlieaibmaeninaniigtaeniniemahinteoneentcl 6, 000 
Ratlonery, elles Gupples......  diviwes mack dhs tecduusoucunnsccue 2, 900 
I os ss tin nig cinsncnratbins ticeiiniinineszucaiaaiatamailaiaanaalal ilies 1, 000 
PUI TOI ics hi acini 0 a a a es Be 1, 027 
Proposed contracts with authorized agencies. .................-..-.- 375, 000 
I ical tac cae ite hat atti an il aia 449, 232 
Fund requested, 8. Res. 31, grand total_._..............-..... 500, 000 


It is anticipated that the foregoing figure of $500,000 will be broken 
down into the various, planned studies in the following approximate 
amounts: 


PO I ces cht ccititeeiimutivinddiaipttmuicedatinnaduies $288, 000 
I SNE... 2, «1c cst niciteeeeerenmetnaaiaiananniamae 144, 000 
CRITI WON oo ck oe ee ein here ea edb doe 11, 350 
Dormant ety oo oa, dS So os lek e 56, 650 

De is «5k Gib a een ininhictennpeidiaiinatipeieeatnieitinen 500, 000 


Of the above amounts, $288,000 will carry the foreign policy study 
and $144,000 the Latin American study through January 31, 1960. 
It is expected, however, that these two studies will not conclude before 
June 30, 1960. 

7. CONCLUSION 


With the possible exception of a modest expansion of work in regard 
to the increasingly important question of United States-Canadian 
relations, the resolution recommended herein does not provide for any 
new activity. It is limited to carrying forward studies which are 
already well underway. The authority and the funds provided by 
the resolution are necessary if these studies are to be concluded and 
if they are to be in any way ory. to the Senate in carrying out its 
important responsibilities in the field of foreign policy. As previously 
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pointed out, the resolution provides little more than the sum of 
unexpended funds which will lapse January. 31. 

The studies involved in this resolution are of exceedingly difficult 
and complex subjects. The committee recognizes the difficulties, but 
it also recognizes the urgency and importance of the subject matter, 
which, basically, is how the United States should conduct itself in the 
world of the last half of the 20th century. 

The committee urges the Senate to give its prompt approval to this 
resolution, so that the committee’s work can continue without 
interruption. 0 
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86TH ConarEss } SENATE i Report 
1st Session No.3 





RECEPTION OF FOREIGN DIGNITARIES 





January 20, 1959.—Ordered to be printed 





Mr. Green, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany S. Res. 32] 


The Committee on Foreign Relations, having had under considera- 
tion an original resolution (S. Res. 32), providing assistance to Mem- 
bers of the Senate in the discharge of their responsibilities in connec- 
tion with visits to the United States by foreign dignitaries, and for 
other purposes, reports the same with the recommendation that it be 
agreed to by the Senate. 

This resolution would continue the practice, initiated last year, of 
assisting Members of the Senate to receive foreign leaders and par- 
liamentary groups visiting the United States, and to authorize the 
Committee on Foreign Relations, during the period February 1, 1959 
to January 31, 1960, inclusive, to employ an additional profession 
staff member for the purpose of aiding in the proper reception of such 
visitors. The sum of $5,000 for official expenses which may be in- 
curred in connection with this activity is also requested. 

The resolution is similar in text and amount to Senate Resolution 
259, agreed to March 6, 1958. Since adoption of that resolution the 
committee has been able to assist in the reception at the Capitol of 
foreign dignitavies and officials visiting Washington. Arrangements 
have been made for such official visitors to attend meetings of various 
committees, to witness the Senate in session, and to meet with Mem- 
bers of the Senate informally at the Capitol to discuss matters of 
international interest. 

During the past 9 months visiting parliamentarians and foreign 
officials from the following nations: Iceland, Germany, Norway, 
Denmark, the Netherlands, Sean Belgium, Great Britain, 
Turkey, Australia, New Zealand; Haiti, Brazil, Iran; India, Kenya, 
Singapore, China, Pakistan) and the’ Philippiries have been received. 
Delegations from the Parliaments of Chile, Peru, Poland, and Thailand 
visited the Senate in April; May, and October of 1958: Thirty-eight 
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parliamentarians from the NATO countries were received in, June, 
and the most recent of such groups—nine members from Canada— 

ended a series of information discussions with subcommittees of 
the Senate Committee on Foreign Relations and the House Com- 
mittee on Foreign Affairs on January 9 and 10 of this year. In the 
Canadian group were the Speaker of the Senate and the Speaker of 
the House of Commons of Canada. 

Concurrently, with activities related to visits to the Senate of 
foreign officials, the staff of the committee has, in the past year, 
assisted in making arrangements involved in connection with the 
participation of Members of the Senate in interparliamentary gather- 
ings. Staff assistance, for example, was provided to the Senate 
delegation attendin the Interparliamentary Union meeting held in 
Rio de Janeiro in July, and to the Senate delegation to the Fourth 
NATO Parliamentarians’ Conference held in Paris in November 1958. 

It is estimated that $2,300 will remain out of the $5,000 authorized 
by Senate Resolution 259 last year, and will be returned to the 
contingent fund of the Senate. R tions promulgated for the 
expenditure of funds under Senate Resolution 259, and which will 
be continued unchanged and in force for the first session of this 
Congress, are as follows: 


REGULATIONS 


RECEPTION OF FOREIGN DIGNITARIES AND MEMBERS OF 
PARLIAMENTS PURSUANT TO SENATE RESOLUTION 259 


1. No expenditure shall be made from the sum provided 
by Senate Resolution 259 (85th Cong., 1st sess.), agreed to 
March 7, 1958, except for actual and necessary expenses, 
and unless approved in writing.in advance by the chairman 
of the Committee on Foreign eines 

2. Disbursements and re:mbursements for expenses, from 
the sum contained in such resolution, shall be generally for 
the assistance and reception of foreign officials visiting the 
United States, including members of foreign legislative 
bodies, or in connection with parliamentary meetings and 
similar gatherings. 

3, Authorization of expenditures from the fund created 
by Senate Resolution 259, or reimbursement therefrom, 
shall be limited to Members of the Senate and to such mem- 
bers of the staff of the Committee on Foreign Relations as 
the chairman of the Senate Foreign Relations Committee 
may designate. 

4, The staff member employed by authority of said resolu- 
tion shall, under the direction of the chairman of the Senate 
Committee on Foreign Relations and the chief of staff thereof, 
make such arrangements as may be necessary to assure com- 
pliance with the terms of the resolution, including the obtain- 
ing of advance authorizations required for payment of actual 
and necessary expenses, and the keeping of appropriate rec- 
ords. All records of receipts, reimbursements, and other 
matters concerning the use of the sum under the resolution 
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shall be maintained in the administrative files of the com- 
mittee. 


The Committee on Foreign Relations believes it is important for 
the Senate to continue to promote parliamentary visits with distin- 
guished members of foreign governments, and that the amount which 
is asked in this resolution and the requested services of an additional 
staff member, are justified by the results obtained. 


O 
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STUDY OF FEDERAL HOUSING PROGRAMS 





January 20, 1959.—Ordered to be printed 





Mr. Rosertson, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


{To accompany 8. Res. 11} 


The Committee on Banking and Currency, tu whom was referred 
the resolution (S. Res. 11) authorizing further expenditures and 
temporary employment of additional assistants by the Committee on 
Banking and Currency to study public and private housing, having 
considered the same, report favorably thereon without amendment 
and recommend that the resolution do pass. 

The funds and personnel requested would be used by the Subcom- 
mittee on Housing of the Committee on Banking and Currency to 
continue its study, investigation, and preparation Pret an on 
matters relating to public and private housing as authorized by section 
134 of the Legislative Reorganization Act of 1946, and pursuant to 
the committee’s jurisdiction under rule XXV1(d)4 of the Standing 
Rules of the Senate. | 

During the 2d session of the 85th Congress, pursuant to Senate 
Resolution 207, the subcommittee’s activities included studies and 
investigations, both in Washington and in the field, of all phases of 
housing. The subcommittee also held hearings during the last session 
and prepared for the Committee on Banking and Currency the 1958 
Emergency Housing Act, the omnibus housing bill, and other bills 
falling within the purview of the subcommittee. 

The Federal housing programs within the scope of the subcom- 
Inittee’s activities include the Federal Housing Administration system 
of mortgage-insurance, which encompasses nearly $30 billion of 
residential mo e financing; a $1,350 million program of slum 
clearance and urban renewal, which now covers 570 projects in 340 
cities; a low-rent public housing program approximating 500,000 
dwelling units in place; the secondary market and special-assistance 
operations of the Federal National Mort Association, now operat- 
ing with authorizations totaling more than $5 billion; a college 
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housing loan program of nearly $1 billion; a direct-loan program for 

“veterans in smal! towns and rural areas which has a portfolio of nearly 
$1 billion; a $2.3 billion mortgage insurance fund for military family 
housing; and several other specialized programs such as community 
facilities, farm housing, home-improvement loans, and the voluntary 
home mortgage credit program. 

The continuing study. of housing and its effect on the overall 
economy enabled ‘the subcommittee to make concrete recommenda- 
tions to the Committee on Banking and Currency in the early part of 
‘1958 when there was great alarm over the economic recession in our 
country. The recommendations made by the subcommittee resulted 
in the enactment of the 1958 emergency housing legislation. It is 
generally agreed that thé emergency housing program established by 
this legislation was a deciding factor in bringing the Nation out of 
the 1958, recession. 

During the last session of the Congress, the subcommittee embarked 
on a comprehensive examination of the question, “Does the decade 
1961-70 pose problems in private housing and mortgage markets 
which require Federal legislation ‘by |1960?” It is generally agreed 
that during the next 10 years our economy will expand far beyond 
today’s level. The rate of home construction, which has been at a 
constant level for the past several years, must increase to meet the 
-needs of a growing population with a rising standard of living. .Net 
new family formation resulting from the births of the forties, the 
replacement of units to be demolished in order to carry out the 
national housing policy of a decent home for every American family, 
‘the increased mobility of American families, and the higher standard of 
living toward which we strive will require more and better housing 
faciintier in the future. Mortgage credit is the principal resource 

roblem. 
: It is incumbent upon committees of Congress having a responsibility 
in the housing field to seek ways for providing an adequate supply of 
home mortgage credit in the future. The Subcommittee on Housing 
has launched this study with a printed compendium, by experts in the 
field, which is widely Soparted as a significant contribution in the 
housing field. It is pianned that public hearings, to further explore 
the question, will be /:eld during this session of the Congress. It is 
also expected that “his study will lead to constructive legislative 
proposals and the iraprovement of the Nation’s housing inventory. 

Because the omnicus housing bill failed to pass the Congress in 
1958, the present session is expected to require concentrated atten- 
tion to housing legislation. The Subcommittee on Housing and 
its staff will be responsible for this essential work. In addition, the 
subcommittee has come to serve as a channel of communication 
between Members of the Senate, Government agencies, the housing 
industry, and the public generally. It has accumulated experience 
and knowledge which are utilized every day by Members having an 
interest in legislation, both existing and proposed, and in adminis- 
trative problems affecting housing. 

The committee, therefore, recommends that the resolution do pass. 
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Budget—Personal services 





Base Gross Monthly | Total for 


















Position Num-) salary salary salary period of 
ber (per (per (gross) budget 
annum) | annum) (gross) 
STAFF 
Administrative and clerical: 
Staff d 1 $8,000 | $14,979.45 | $1,248.28 | $14, 979. 45 
Staff assistant 1 6,000 | 11, 709.76 975. 81 11, 709. 76 
Assistant clerk (secretary to director).........-. 1 2, 760 5, 855. 97 487. 99 5, 855. 97 
Legal and investigative: 
tied inie cance ncentainmriaiitintcinabiineee 1 8,000 | 14, 979. 45 1, 248. 28 14, 979. 45 
DUTIES BOGE, 5 nnn cnn dncinacubinscoaskcaws 1 4,980 | 10,005. 833. 81 10, 005. 82 
I Tint tists nal ciametnnnanamdeamnanntel 2 3, 540 7, 325. 45 610. 45 14, 650. 90 
Assistant clerk secretary).....................- 1 2, 580 5, 516. 84 459. 73 5, 516. 84 
Editorial and research: 
RRII I GI ins ceccccencenseenneid 1 6,880 | 11, 513. 56 959. 46 11, 513. 56 
po eee Se 1 2, 580 5, 516. 84 459. 73 5, 516. 84 
Subtotal, staff expense_.....................-. ii ibelhskk a lncltasacanelistantinanetie 94, 728. 59 
ADMINISTRATIVE 
Contribution to civil service retirement fund (6}4 percent of total salaries paid) ............... 6, 157. 36 
Travel (inclusive of field investigations)... ............-..--.- 2-22-2222 - 22 nee nee none ence nee 4, 000. 00 
SE IEE TED TEINS IIIT ts cs cechsnniccitnesesieth nein deli inshdiincennitnciianideannindintesabiinndnbapinandicia 5, 000. 00 
We I, CUI ince ccakibsdbiddingleidedisntidnabbieeih aitsinilins anccnsndiitimenicteciamninbinas 2, 500. 00 
CO AI 0 05. cnss nn condipgeniannncamnaenennnnnaabaibinntudiie-medaddmanitatisini 200. 00 
OConsmumientions (elepbeme, telegraph)... ...... cccccccecscecececcncoce-ccasececestconcoons 400. 00 
Newspapers, magazines, CSTR, RE ctncncsinentinschenedcanemnnttausemouuiwnadi 200. 00 
Contingent li neceliineahmecctsitnsengellontaeddtdn idles tdniitiaitiieen oa tanenennennnnene- 1, 314.65 
ateatah, ee Ca ies siitnstinstitasinciescieinticitiniasinnseninitisilidiiilsteaitaiintiniaacaiaaasiaial 19; 771. 41 
DOE. .nciansascqnntiniinasmiinediieatmmadiantadsduwpasaiiacaial ssinelnieinaiinndinieatiiteainciiinaniitiilead 114, 500. 00 
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86TH ConaGREss I SENATE ; { Report 
Ist Session 






AUTHORIZING THE COMMITTEE ON BANKING AND 
CURRENCY TO. INVESTIGATE CERTAIN MATTERS 
UNDER ITS JURISDICTION 


January 20, 1959.—Ordered to be printed 


Mr. Rosertson, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany 8. Res. 20] 


mR ck i i AA TEAL EE moe RIE 


The Committee on Banking and Currency, to whom was referred 
the resolution (S. Res. 20) concerning the investigation of certain 
matters and authorizing the expenditure of $70,000 therefor, having 
considered the same, report favorably thereon without amendment 
and recommend that the resolution do pass. 

That resolution authorizes this committee, or any duly authorized 
subcommittee thereof, to employ on a temporary basis such technical, 
clerical, and other assistance as may be necessary to carry out studies 
and investigations within the jurisdiction of the committee from 
February 1, 1959, to January 31, 1960. For many years, resolutions 
— to this have been approved for this committee on an annual 

asis. 

It is expected that the funds and personnel requested will be used 
to study and investigate the following categories of problems within 
the jurisdiction of the committee: 

(1) Banking and currency generally; 

(2) Financial aid to commerce and industry; 

(3) Deposit insurance; 

(4) The Federal Reserve System, including monetary and 
credit policies; 

(5) Economic stabilization, production, and mobilization; 

(6) Valuation and revaluation of the dollar; 

(7) Prices of commodities, rents, and services; 

(8) Securities and exchange regulation; 

(9) Credit problems of small business; and 

(10) International finance through agencies within the legis- 
lative jurisdiction of the committee. 


34008 








2 AUTHORIZING COMMITTEE INVESTIGATIONS 


Additional personnel and other expenditures under the resolution 
“would supplement the reguldf permanent staff and .cover other ex- 
pefises incident to the committee’s responsibility. Due to the ex- 
tremely complex nature of the matters within the committee’s juris- 
diction, it has been found necessary from time to time to bring in 
experts in the various fields. The workload of the committee is 
extremely heavy. This workload has made it necessary to operate 
primarily through subcommittees, and this, in turn, has required 
additional staff, 

_ Authorization for the expenditure of the amount provided in this 
resolution will enable the committee to operate, from the standpoint 
of staff and other expenses, at approximately the same level.as it has 
in previous sessions, making full use of existing personnel on its per- 
manent staff. 

0 
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LETTER OF TRANSMITTAL 


US. Senate, 
SeLect Commirrge oN SmMaLu Business, 


January 19, 1959. 
Hon. Ricnarp M. Nixon, 


President of the Senate, U.S. Senate, 
Washington, D.C. 


Dear Mr. Presipent: I have the honor to transmit to you the 
Ninth Annual Report of the Select Committee on Small Business. 

This report summarizes the activities of the committee during 1958 
and discusses the comprehensive small-business program enacted by 
the 2d session of the 85th Congress. Once again, I am pleased to state, 
this annual report has been unanimously approved by the committee. 

As chairman, I know I speak for all members of the committee in 
expressing our indebtedness to an able and conscientious staff: Walter 
B. Stults, staff director; Blake O’Connor, professional staff member; 
William D. Amis, professional staff member; Philip F. Jehle, chief 


counsel; Wiley S. Messick, counsel; William A. Creech, counsel; 

John J. Flynn, counsel; Benjamin Gordon, professional staff member; 

Raymond D. Watts, counsel; William T. MclInarnay, counsel; 

= L. Ruppert, chief clerk; Elizabeth A. Byrne, assistant chief 
erk. 


JOHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
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NINTH ANNUAL REPORT OF THE SELECT COMMITTEE 
ON SMALL BUSINESS 


January 23, 1959.—Ordered to be printed 


Mr. Sparkman, from the Select Committee on Small Business, 
submitted the following 


NINTH ANNUAL REPORT 


INTRODUCTION 


For the first time since its establishment in 1950, your committee 
is able to report a major breakthrough in the effort by Congress to 
romote the welfare of the Nation’s 4 million small enterprises b 
egislation designed to assist them in overcoming competitive handi- 

caps which are inherent in their small size. 

ore measures of primary importance to the vast nationwide com- 
munity of small-businessmen were enacted in 1958 than in any previous 
year. The record evidences the determination of Congress to hel 
small concerns remain on a competitive footing with their larger an 
more powerful rivals. 

In expressing appreciation to all members for their cooperation in 
bringing to fruition several long-sought, small business legislative ob- 
jectives, your committee wishes to well briefly on the following new 
statutory signposts which now point to a brighter future for the rank 
and file of the Nation’s small businessmen. 


SMALL BUSINESS ADMINISTRATION 


The distance which small business has traveled in its struggle for 
recognition as a distinct economic entity may be measured by the fact 
that, whereas, prior to 1941 the very term “small business” had no 
currency and little significance, ee 1958 small businessmen had 
achieved such acceptance that the invested with permanent 
status a hitherto temporary, independent agency of the executive 
branch whose only duty is to further the interests of small concerns. 

Public Law 85-536, the Small Business Act of 1958, in every sense 
of the term became landmark legislation. ._ By granting the Small 
Business Administration permanence, Congress, in effect, announced 
that henceforth every proprietor of a business, no matter how small, 
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would be a full-fledged member in good standing of the national 
economy. In this regard, your committee has little doubt that the 
future will approve and justify the vigor with which your committee 
pressed for the enactment of Public Law 85-536. 

In addition to lifting from the Small Business Administration the 
operational burden of being treated as a purely temporary adminis- 
trative phenomenon by other agencies before which it represented 
small business, Public Law 85-536 contained several provisions which 
_ will make for more effective assistance to small firms: lowering of the 
maximum interest’ rate on SBA business loans from 6 to.5% percent; 
increasing the amount that SBA may lend to any single company 
from $250,000 to $350,000; granting authority to help small firms 
receive a larger share of the Government’s research and development 
contracts; bringing the sale of federally owned timber under the Small 
Business Act of 1958 so that small-business set-asides might be made 
by SBA; and encouraging research and development activities by 
small business by providing for SBA loans and assistance to research 
and development pools formed by small firms. 


TAXES 


In passing Public Law 85-866, the Technical Amendments Act of 
1958, which contained the small-business tax adjustments, Congress 
took a long step forward to remove some of the features of the 
Internal Revenue Code of 1954 which had been working to the 
grave disadvantage of small companies. 

Your committee worked diligently to assure the passage of this 
vitally important tax legislation. During the first session of the 
85th Congress, your committee conducted public hearings in 14 cities 
throughout the country to acquire firsthand information on the tax 
problems of small business. That this effort by your committee was 
not unrewarded is shown by the fact that the small business provisions 
of Public Law 85-866 follow faithfully many of the recommendations 
made by your committee in the report on its tax hearings.' 

The essential tax benefits conferred on small business by Public 
Law 85-866 number seven. These may be summarized as follows: 

First, small firms winning damage awards in civil antitrust actions 
may now pay taxes on these damages as if the sums were received over 
the entire period during which the illegal actions took place, instead 
of being regarded as income in the year of award; 

Second, small, closely held corporations may now elect to be taxed 
as partnerships if that is considered an advantage by the small 
corporation; 

hird; an owner of stock of a small corporation may now treat any 
loss from the sale of such stock as an ordinary loss up to a maximum 
amount of $25,000 in any one year, or up to $50,000 in the case of a 
husband and wife filing a joint return; 

Fourth, small firms may now carry back losses over a 3-year period. 
This, together with, the present. provision allowing a 5-year carry- 
forward of losses, allows an averaging out of business deficits over a 
9-year period; ‘ 

“TS, Rept. No. 1287, “Tax Problems of Small Business,”” Senate Small Business Committee, Jan. 20, 1968. 
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Fifth, any individual or corporation, buying depreciable property 
having a useful life of at least 6 years and costing up to $10,000, may 
take an additional first-year depreciation deduction of 20 percent, or 
up to $2,000, of the cost of such property purchased in that year. In 
the case of a joint husband-and-wife return, a .0-percent, or $4,000, 
deduction may be taken on equipment costing up to $20,000. ‘This 
special allowance is in addition to ordinary depreciation on the remain- 
ing 80 percent of the cost. It also applies to used as well as to new 
equipment; 

Sixth, small companies have been hurt by the accumulated-earnings 
tax. This problem resulted in the establishment of a $60,000 minimum 
credit in the Revenue Code of 1954. Section 205 of the new act in- 
creases this minimum credit of accumulated earnings to $100,000 in 
recognition of the rise in costs since the lower figure of $60,000 was set; 
and 

Seventh, executors of an estate consisting of a closely held business 
may elect to pay the Federal estate levy in 10 annual installments 
rather than in a lump sum. This should help to ease the problem 
where smail companies formerly had to be liquidated upon the death 
of the owner in order to pay the estate tax. 


SMALL BUSINESS INVESTMENT COMPANIES 


Few enactments of Congress in recent years have generated the 
intense public interest which followed passage of Public Law 85-699, 
the Small Business Investment Act of 1958. The Small Business 
Administration, which is charged with administering this act, has 
been inundated with requests from all segments of the business 
community for information on establishing small business investment 
companies. 

Public Law 85-699 is designed to give encouragement to the growth 
of small concerns by making it possible for them to acquire needed 
long-term credit and equity capital from privately organized invest- 
ment companies and development corporations. Such private lend- 
ing institutions, organized under State laws and chartered by the 
Small Business Administration, must have a minimum capital struc- 
ture of $300,000, half of which may be borrowed from the SBA. 

These investment companies may then purchase debenture bonds, 
convertible into stock of the borrowers, or, as an alternative, make 
regular bank-type loans. The act specifies an initial 20-year limit 
on conventional loans, which may be extended for an additional 10 
years. There is no limit on the maturity of convertible debentures. 

In addition, the SBA may make unsecured loans to State and local 
development corporations in amounts up to $250,000. This type of 
loan may have a 10-year, maturity when the funds are to be used by a 
specific small business concern. 

Another significant provision of this Act makes available $27.5 
million to the SBA for grants to State and local governments, to col- 
leges and universities, to encourage studies and research on the man- 
agement and financing problems of small companies. Your commit- 
tee holds high hopes that when such studies of small business prob- 
lems are undertaken and their findings become public knowledge, 
everyone concerned with the problems of small enterprises will have 
at hand a body of data not hitherto available. 
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Your committee feels confident. that when the Small Business In- 
vestment Act of 1958 becomes fully operative, it will mark a significant 
first step in bridging the gap in long-term credit and equity capital for 
small firms. Many competent small- and medium-size companies, 
whose limited financial sources have retarded their normal growth, 
will then be able to expand and progress by means of the more ade- 
quate credit facilities thus provided. 


GOVERNMENT PROCUREMENT 


The steady decline in the value of military prime contracts which 
small business has been able to secure in recent years is a source of 
concern to your committee. Therefore, your committee in 1958 did 
not relax its efforts to persuade the heads of the military services to 
redouble their efforts to increase the number and the aggregate dollar 
value of prime contracts awarded to small firms. 

Several legislative actions in the procurement field supported your 
committee’s activities and heartened those desiring greater small 
business participation in supplying the Federal Government with 
goods and services. For example, the Defense Department Appro- 
priations Act directed the Secretary of Defense “to utilize the services 
of civil air carriers to the fullest extent found practicable.” 

Of particular interest to small businesses who hold defense contracts 
and require amendments to those contracts was the ,:eenactment in 

ermanent form of title Il of the First War Powers Act in Public 

aw 85-804. The new law permits defense agencies to amend and 
modify Government contracts, make advance payments, extend de- 
livery schedules, and to waive liquidated damages. Small business 
hould also be helped by passage of Public Law 85-800, an act which 
gave contracting officers increased authority to make advance and 
progress payments, increased maximum limits for local purchases, 
and unified various Government procurement procedures, 


ANTITRUST LEGISLATION 


In the field of antitrust legislation, the 85th Congress passed Pub- 
lic Law 85-909, an act giving to the Federal Trade Commission some 
jurisdiction over meatpackers and chain food organizations with meat- 
packing subsidiaries. This act means that the FTC may now police 
the chain groceries in their sales of meat and related products. 

A second significant antitrust measure passed the Senate durin 
1958. S. 721 was designed to increase the effectiveness of cease-and- 
desist orders issued by the Federal Trade Commission under the 
Clayton Act by making them final 60 days from the date of issuance 
unless appealed. Unfortunately, the House of Representatives did 
not have an opportunity to vote on the bill before adjournment. 

A number of other antitrust proposals were introduced during the 
85th Congress, several of them sponsored by members of this com- 
mittee. It is expected that many of them will be reintroduced in 1959. 


COMMITTEE ACTIVITY 


Your committee continued its eee study of small-business 
ee by every means at its command. In addition to conferences 


y members with owners and managers of small enterprises, your 
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committee held 18 days of hearings during the 85th Congress and pub- 
lished seven reports and six committee prints. (See apps. B and C.) 
The areas of your committee’s investigation induded. the following: 
Government procurement, taxes and financing, the Small Business 
Administration, antitrust activities of the Justice Department and the 
Federal Trade Commission, the Interstate Commerce Commission, 
fair trade and discount houses, dual distribution in the flat-glass 
industry, and problems of small loggers and sawmill operators. 
Awareness of the great strides made by the 85th Congress in 
assisting the national small-business community will further encourage 
your committee to carry forward this good work during the 86th 
Congress. In viewing the highly competitive nature of our present- 
day economy, your committee feels that any relaxation of its efforts to 
help small business might react unfavorably upon the strength and 
ability of our 4 million small-business units to maintain and invigorate 
our economic democracy. Therefore, your committee will not hesi- 
tate to devote its energies and exercise its influence to help bring to 
pass such improvements as are considered n in the legislative 
program adopted by the 86th Congress to aid onal and independent 


concerns to protect and hold their rightful place in our free-enterprise 
system. 











CHAPTER I 
SMALL BUSINESS ADMINISTRATION 
SECTION A. LEGISLATION 


In 1958 the Congress confirmed, not once, but. twice, its sentiment 
for an effective, independent agency to deal with the multiple problems 
of the Nation’s small businesses. First, Congress passed the Small 
Business Act of 1958 to give the Small Business Administration 

rmanent existence as an executive agency. Then, with the Small 

usiness Investment Act,' Congress, established a new division in the 
Small Business Administration to provide funds and guidance for 
small-business investment companies—entirely new sources of equity 
capital and long-term credit for small business. 
hen the Senate convened last January, one of its pending matters 
was H.R. 7963, a House-passed bill that omitted any expiration date 
for SBA. In early June H.R. 7963 was reported by the Senate 
Banking and Currency Committee. On July 1 the Senate passed 
the bill with amendments. A conference bill passed both Houses 
quickly, and the President signed the Small Business Act of 1958, 
Public Law 85-536, on July 18. 

The new Small Business Act, in addition to giving permanence to 
SBA, reduced its interest rate on business loans from 6 percent to 
5% percent, increased the loan limit from $250,000 to $350,000, 
authorized an increase in the revolving fund—source of business and 
disaster loans and SBA’s dormant prime contract authority—from 
$530 million to $650 million, gave SBA further powers to assure small 
business a more equitable share of Government’s research and develop- 
ment contracts, made sales of Government property subject to the 
small-business set-aside program that previously applied only to 
Government purchases, and authorized ‘‘class’’ set-asides in addition 
to item set-asides. 

Appropriations for the Small Business Administration were in- 
creased for 1959. A total of $15.4 million will be available to SBA 
for administrative expenses in fiscal year 1959, contrasted with $9.6 
million in 1958. Furthermore, $200 million were added to SBA’s 
revolving funds for loans. 

With this brief summary of legislation affecting SBA, your com- 
mittee turns to a review of the work of the agency within the past year. 


SECTION B. FINANCIAL PROGRAMS 


By significant strides, the Small Business Administration expanded 
its lending activities. In fiscal year 1958, 4,014 business loans in the 
total amount of $194,977,000 were approved. This compared with 
3,536 business loans for $159,095,000 in fiscal year 1957, the record 
year for loans prior to 1958. 


1 See ch. 3(B). 
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The growth in loan activity was even more impressive on a calendar 
ear basis. Comparative business loan approval figures, including 
bad participations for calendar years 1957 and 1958 were as follows: 
1957, 3,437 loans, $162,399,000; 1958, 5,141 loans, $241,359,000. The 
dollar increase from 1957 to 1958 was almost 49 percent. 

Last year your committee called attention to the discouraging fact 
that banks were participating in SBA loans to a lesser degree than in 
previous years. Unfortunately, the downward trend continued in 
1958, notwithstanding the recession and temporarily decreased 
demand for credit. 

Total participations—deferred and immediate—decreased steadily 
from a high of 72.9 percent in the January-June period of 1956 to 
60.2 percent in the same period of 1958. The major decrease occurred 
in deferred participations, the type that causes less immediate reduc- 
tion in SBA’s lending resources. Deferred participations decreased 
from 31.8 percent to 18.1 percent, then to 15.1 percent in the January- 
June periods of 1956, 1957, and 1958, respectively. 

The percentage of immediate-participation loans has not varied as 
widely as has that of deferred participations. As a matter of fact, 
immediate eer though decreasing from a high of 51.3 

reent in the first half of calendar year 1957 to 45.1 percent in the 
ike period of 1958, showed an increase in absolute numbers of loans. 

At a March 25, 1958, hearing before your committee, Wendell B. 
Barnes, Administrator of SBA, announced that his agency would take 
two steps to make _ loans more attractive to banks, 
Effective April 1, SBA reduced by 50 percent its charge, representing 
@ portion of the bank’s interest, for comyaitting itself to participate in 
the loans on demand of the bank at a later date. At the same time, 
SBA began allowing on its immediate-participation loans a bank- 
service fee of one-half of 1 percent of the unpaid principal balance of 
SBA’s share of the loan. 

Perhaps the changes prevented what might have been greater 
reductions in bank participations. In any event, deferred participa- 
tions decreased by only 0.7 percent of total loans in January-July 
1958 compared with July-December 1957. 

The disaster lending function of the Small Business Administration 
continued to be an important task. Fortunately, fewer natural 
catastrophes plagued the Nation during the fiscal year of 1958. While 
1,597 disaster loans for a total amount of $12,992,000 were approved 
during fiscal 1957, the year-later totals dropped to 1,078 in number, 
with a value of $9,831,000. To the latter figure, however, must be 
added almost 500 loans made under newly granted authority, making 
areas affected by excessive rainfall eligible for disaster loans. This 
excessive-rainfall program was authorized in February 1958 by Public 
Law 85-335 and, in the remaining 4 months of fiscal 1958, accounted 
for 489 loans for $7,474,000. 


SECTION C. PROCUREMENT PROGRAMS 


SBA’s major activity in the procurement field is its work in behalf 
of the joint set-aside progr::a, an activity that continued to grow in 
1958. (See table below.) Under this program, SBA suggests to 
procuring agencies of the Government that various procurements of 
supply items be reserved, in whole or in part, for purchase from small 


59001°—59 5S. Rept., 86-1, vol. 1——-3 





8 NINTH ANNUAL REPORT ON SMALL BUSINESS 


firms only. If the purchasing agency agrees that an item is appropriate 
for set-aside procurement, then only small firms are asked to bid on the 


m. 
The following table presents recent developments in the set-aside 
program : 


Number of | Dollar value 


The Small Business Administration and the various procuring and 
disposal agencies are working to implement the new coe pro- 
visions of the Small Business Act of 1958. It is to be hoped that every 
individual concerned with setting policies will approach the new con- 
cepts with imagination and firm determination to see that they are 

ministered to the maximum benefit of the small-business com- 
munity. 

Now that SBA is a permanent agency, with increased set-aside 
authority, your committee expects it to work with renewed vigor to 
see that the set-aside program continues to expand and that small 
firms have greater opportunity to participate in Government procure- 
ment. Furthermore, the stability of permanent existence must be a 
spur to new achievements also in finance and io other fields for 
SBA’s 4 million small business clients. SBA must not misinterpret 
its permanent status to mean that Congress is content to have it 
operate at past levels of achievement. 

Although primary emphasis is placed on set-asides, SBA supplies 
other extensive and valuable procurement assistance to small business. 
For example, it advises small firms of prime and subcontract oppor- 
tunities. Recently it published the US. Government Purchasing 
and Specifications Directory.” SBA also supplies to Government 
contracting agencies the names of potential small-business suppliers 
of items and services for which additional competition is needed. 
The military departments could profit greatly by availing themselves 
more often of the latter service by SBA in behalf of small firms. 


SECTION D. OTHER PROGRAMS 


When he last appeared before your committee, Mr. Barnes stated: 


Excluding the need for financial assistance and for help in 
obtaining " Govananians contracts, the most urgent need 
among many small business concerns is for assistance in im- 
proving their management and technical know-how.’ 


Nevertheless, Mr. Barnes’ agency expended no more than 3.6 ent 
of its fiscal year 1958 administrative budget on all of its production 
and management assistance programs. 


ean ae “Small Business Administration, 1958,” Senate Small Business Committee, 85th Cong. 
sess., p. 7. 
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Your committee again points to the opportunity and broad legisla- 
tive authority available to SBA for original thinking and new activities 
in the extensive field of production and management assistance. 
The possibilities may be unlimited. Under section 602 of the Small 
Business Investment Aci of 1958, SBA will make, to various authorized 
private and public apenas financial grants which, perhaps, will 
accomplish some of the results that SBA could have accomplished 
itself under previous legislation. 

With the limited funds that it has devoted to production and man- 
agement assistance, SBA has produced and distributed some very 
helpful business literature. By the end of June 1958. SBA had dis- 
tributed 5 million of its management publications in six different series. 

One of the services provided by SBA in the category of production 
and management assistance is the review of applications for certificates 
of competency. When a contracting officer challenges the financial 
ability or productive capacity of a low-bidding small business, the 
small firm may apply to SBA for a certificate of competency based on 
SBA’s careful review of all pertinent factors. If SBA issues the firm 
a certificate of competency, then the contracting officer is required to 
accept it as conclusive. 

In fiscal year 1958, SBA received 239 applications for certificates of 
competency. It issued 115 certificates covering $26,077,581 in pro- 
caren Certificates issued since SBA began operations in 1953 
total 432. 

Another interesting activity of SBA is its management develop- 
ment program. Through this program, SBA and various educational 
institutions cosponsor management courses for executives of small 
firms. By June 30, 1958, 419 such courses had been conducted by 155 
institutions. In fiscal year 1958 alone, 155 courses were conducted. 
The program has grown steadily. 

In the year ending June 30, 1958, SBA cosponsored with other 
Government agencies and business groups 19 small business opportu- 
a meetings. More than 13,000 businessmen attended the meetings 
to learn how to sell to the Government and to meet procurement per- 
sonnel and prime contractor representatives. 

There are several other SBA production and management assist- 
ance programs. Some of those are: technical production assistance, 
specifications assistance, and products assistance. 





CHAPTER II 
GOVERNMENT PROCUREMENT 
SECTION A. INTRODUCTION 


During fiscal year 1958, the combined purchases of goods and serv- 
ices by the civilian and military departments of the Federal Govern- 
ment exceeded $23 billion. e Department of Defense accounted 
for just less than $22 billion of this amount, and is, therefore, far and 
away the major Government market for the goods and services of the 
country’s 4 million small business concerns, 

Since the Defense Department so heavily dominates the total 
Government requirements, the Government Procurement Subcom- 
mittee has traditionally directed its primary efforts toward the objec- 
tive of a fair participation by small concerns in military procurement. 
In working toward this goal during the past fiscal year, your com- 
mittee performed three major functions: (1) Individual case study; 
(2) hearings on the role of small business in defense missile procure- 
ment; and (3) annual hearings on policy. 


SECTION B. INDIVIDUAL CASE STUDY 


During fiscal year 1958 your committee handled a multitude of 
inquiries from small businessmen, whose interests ranged from com- 


plaints about a Government agency’s procedures in a pending procure- 
ment to the more simple question of how to get started in doing busi- 
ness with the Government. These contacts provide your committee 
with further insight into the problems that small businessmen face in 
obtaining an “equitable opportunity” for Government contracts, and, 
as a result, it has become possible to detect patterns of problem areas 
toward which corrective measures should be directed. 


SECTION C. THE ROLE OF SMALL BUSINESS IN DEFENSE MISSILE 
PROCUREMENT 


On April 29 and 30 and May 1, 1958, your committee held hearings 
on defense missile procurement, during which testimony was received 
from Perkins McGuire, Assistant Secretary of Defense (Supply and 
Logistics) ; William M. Holaday, Director of Guided Missiles, Depart- 
ment of Defense; Roy W. Johnson, Director of the Advanced Research 
Projects Agency, Department of Defense; and many others who are 
directly associated in the missile, rocket, and outer space explorations 
of the Department of Defense. 

The choice of hearings on this subject, during the past session of 
Congress, in lieu of the usual hearings on individual cases, was 

rompted by the urgency with which your committee viewed the 
imited participation of small concerns in this constantly increas- 
ing activity. To cast this subject into its proper perspective for small 
business, one need only consider that by 1959 it is estimated that 


10 
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almost one-fourth of our total defense procurement dollars will be 
allocated to missiles and related items, and that, currently, small 
business is awarded less than 2 percent of the missile prime-contract 
dollars. While your committee recognizes the difficulty in placing 
contracts for the production of large and highly complex weapons 
with small business, it believes that improvement can be made in 
this area. 

In the course of the hearings, Secretary McGuire observed that 
the Department of Defense should not overlook any possibilities of 
awarding missile prime contracts to small concerns. Dudley C. 
Sharp, Assistant Secretary of the Air Force, echoed the feelings of the 
committee when he said ‘“‘We will have to see that we get back into 
our Government-furnished equipment category more and more items 
as fast as we can.’’! Statements such as these from the top policy- 
makers, are, in truth, a part of the slim ray of hope small business 
can look forward to in the current evolution of the missile programs. 

Missile contracts have been awarded to a large degree under the 
weapons-system concept of procurement, a method to which your 
committee is on record as objecting, as a general principle, because of 
the difficulty in implementing a small-business program thereunder. 
It is encouraging to note, therefore, that, in certain instances, modifi- 
cations of the weapons system have been made which have resulted 
in greater small-business participation. The Army Signal Corps, for 
example, awarded 10 prime contracts for major components of the 
Missile Master, 54 percent of the total dollar value of which went to 
small business.* In addition, the Navy’s Bureau of Ordnance, under 
a modified weapons system, has awarded 22 prime contracts to small 
concerns in its Terrier, Talos, and Sidewinder programs. Of this 
method of procurement, Rear Adm. Paul D. Stroop, Chief, Bureau 
of Ordnance, said: 


Juite frankly, we have managed to make it work rather 
well and I think costwise we have done pretty well. The 
Navy’s guided-missile program, I think, is outstanding if 
you analyze it dollarwise or if you analyze it performance- 
wise. * * * I don’t claim that our method of procedure 
is the best one but it was the method of procedure that we 

ot into because we had the facilities and we had experience 
in working this way. It has paid off. 


SECTION D, ANNUAL HEARINGS 


On July 23 and 24, 1958, your committee held its annual hearings 
to receive reports from the various executive agencies on the current 
status of their small-business programs. Testimony was received from 


representatives of the Department of Defense, the three military 
services, the General Services Administration, the Civil Aeronautics 
Administration, the Atomic Energy Commission, and the Veterans 
Administration. In addition, written reports were furnished by the 
Small Business Administration, the International Cooperation Admin- 
istration, and the National Advisory Committee for Aeronautics.‘ 
; Hearings: “The Role of Small Business in Defense Missile Procurement, 1958,” P 96. 
. . Rept. No. 2499, “The Role of Small Business in Defense Missile Procurement,” 85th Cong., 2d sess., 
* Tbid., p. 13. 
‘Now’ the National Aeronautics and Space Administration. 
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Secretary McGuire advised your committee that the percentage of 
prime-contract awards to small business was. expected to decline 
again during fiscal year 1958. He reported, however, that the sub- 
contracting program of the large prime contractors has been main- 
tained at an average in excess of 20 percent, and, for the first time 
the value of contracts agreed to be set aside exclusively for sma 
concerns exceeded $1 billion. Thus, almost one-third of all contract 
dollars which are or will be awarded to small business will have been 
by way of the set-aside program. 

The followirwz chart depicts the value and percentage of awards to 
~ small concerns by each of the military services during fiscal year 1958, 

as contrasted with the same figures for the previous year: 


{Amounts in thousands] 


Fiscal year Fiscal year 
Type of firm and department 1957 (July 1956 | 1958 (July 1957 
to June 1957) | to June 1958) 


SECTION E. CIVILIAN AGENCY PROCUREMENT 


The civilian agencies have consistently awarded a much greater 
percentage of their prime-contract dollars to companies that fit into 
the Government definition of “‘small business.” This is due in part, 
of course, to the fact that these agencies purchase a greater quantity 
of items susceptible to production by small concerns. Your committee 
is of the opinion, however, that one reason the civilian agencies 
awarded almost three times more dollars percentagewise to small 
business than did the Department of Defense may be the fact that, 
whereas civilian agencies advertised for 74.2 percent of all their pur- 
chases in excess a $25, the military agencies formally advertised for 
only 13.9 percent of their requirements during the same period. 

The statistical presentation that follows reflects that, of the $1.6 


billion total procurements by the civilian agencies, 48.1 percent was 
awarded to small business: 
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SECTION F. CONCLUSIONS 


Upon consideration of the various cases and materials with which 
it has dealt over the past year, your committee offers the following 
conclusions: 

1. The unmodified weapons-system concept of procurement has 
been a great deterrent to small-business Resictpayen at the prime- 
contract level. Action on the part of the Army Signal Corps and the 
Navy Bureau of Ordnance, as well as the statement of Secretary 
Sharp calling for a return to Government-furnished equipment in 
each system as soon as possible, are viewed by your committee as 
matters of first importance if small concerns are to recapture and 
retain a fair share of the defense procurement dollars as called for by 
Congress. 

2. A more careful look at the whole field of spare-parts procurements 
should be undertaken by the military services. This entire area, in 
which at least one service awards annual blanket contracts to certain 
large primes, and in which procurements are being repeatedly made 
from the original large prime contractors long after caendentiontinll 


of the items involved, offers a singular opportunity for a substantial 
increase in awards to small business, 

3. Unless greater response to congressional policy is forthcoming, 
it seems virtually inevitable that the prediction of Senator George 
Smathers (chairman of the Government Procurement Subcommittee) 


earance of small 
will 


o 


that a few years hence will see the complete d 
business from the defense procurement picture, prove correct. 

4. The set-aside a ue os to be of invaluable assistance 
to small business. With total set-aside agreements amounting to 
more than $1 billion during fiscal year 1958, it is fair to assume that 
some portion of this amount would not have been awarded to small 
concerns but for this device. In view of this, it is with regret that 
your committee observes the action of the Department of the Army 
in calling for the market to be tested periodically on what would 
normally be a 100-percent set-aside for small business. The effect 
of this policy is, of course, to withdraw from the exclusively small- 
business market items which have been customarily purchased from 
the small supplier. 

Therefore, your committee cannot place an endorsement on the 
intention of the Army periodically to test the market strictly from @ 
price standpoint in areas which normally would be set aside 100 
percent for small business. It is the Army’s contention that 100- 
percent set-asides may result in a lack of competition, with the result 
that an unnecessarily high prior may on occasion be paid for the 
products thus set aside. Your committee is inclined to the belief 
that this problem might be overcome by establishing standards 
indicative of wholesome competition. Thus, where an agreed upon 
number of small firms bid on a given item, it can be assumed that 
adequate price competition exists and testing the market may safely 
be dispensed with. In the partial set-aside program, such a standard 
already exists (ASPR 1.706.6). 

At the same time, your committee is hopeful that small firms will 
benefit from that provision of the Small Business Act of 1958 which 
calls for, in certain cases, set-asides in the sale of Government prop- 
erty. The Small Business Administration has formulated an agree 
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ment with the Department of Agriculture whereby small concerns 
may be helped in obtaining a greater share of sales of Government- 
owned timber and related products. This would be achieved by 
setting aside a portion of the timber to be sold for exclusive purchase 
by small companies. . 

5. The continued participation by small business in defense prime- 
contract awards will be increasingly difficult unless the small concern 
is given greater opportunity to share in research and development 
contracts. During fiscal year 1958 small business received only 3.7 
percent of the $3.7 billion spent by the Defense Department on re- 
search and development, which represents roughly one-sixth of the 
total defense procurement expenditures. In 1957, it was 4.3 percent. 
Since research and development contracts often evolve into a service 
test contract and eventually a production run, all with the same orig- 
inal contractor, it is evident that unless the small concern can get into 
the picture early, its chances of production awards later in the develop- 
mental stage or in production are not good. 

6. It is estimated that in 1959 Sieseet one-fourth of the total 
defense procurement dollars will be allocated to missiles and related 
items. Small business, which currently is awarded less than 2 percent 
of the prime contracts in this field, although prohibited by size from 
contracting for the entire system, is fully capable of fulfilling contracts 
for certain missile components and ground-support equipment. It is 
hoped that further steps will be taken by the military procurement 
colicyasabert’ to insure greater participation by small, technical firms 
im this vast field of procurement opportunity, and that a few years 
hence we will not be faced with the same dilemma that the aviation 
industry has posed for the small supplier. 

7. In the first quarter of fiseal year 1959 the Military Petroleum 
Supply Agency awarded to small business only 54.25 percent of its 
potential. Total awards during that period amounted to $524.6 
million. The total small-business potential was $192.2 million, and 
actual awards to small business amounted to $104.2 million. Your 
committee recommends that the Military Petroleum Supply Agency 
increase this percentage by more extensive use of set-asides 

8. While your committee sees an urgent need for increasing prime- 
contract awards to small concerns, it recognizes the tremendous poten- 
tial available to small business in the lalienteastiies area. A study 
recently completed by the Small Business Administration clearly 
indicates that the large, prime contractors do not give adequate atten- 
tion to the small-business aspects of their iad ntracting. Your 
committee recommends, therefore, that measures be taken which 
would provide that prime contractors cooperate more fully with 
Government small-business policies. Since some of the largest prime 
contractors enjoy extensive utilization of Government-owned facilities, 
it is reasonable to expect these concerns more fully to cooperate 
in the implementation of congressional policies. 

9. Your committee believes that the Small Business Administration, 
now enjoying permanent status, should lead the way in an attempt 
to solve small-business procurement problems. Specifically, it should 
emphasize the need for a more demanding and dynamic approach to 
small-business participation through its service on the interagency 
task force reviewing Government procurement policies and procedures, 





CHAPTER II1 
FINANCIAL PROBLEMS OF SMALL BUSINESS 
SECTION A. TAXES 


Last year the first sentence in the corresponding section of your 
committee’s report stated: ‘The failure to enact tax relief marked a 
high point of small-business frustration during 1957.” For the past 
year the same language, with two significant changes, might be used 
again. The successful enactment of tax relief marked a high point of 
small-business achievement during 1958. 

On January 30, 1958, Senator Sparkman, as chairman of the Small 
Business Committee, introduced for himself and 10 other committee 
members, S. 3194, the Small Business Tax Adjustment Act of 1958. 
Ultimately this bill was cosponsored by 50 Senators. The proposed 
legislation had been developed by the Senate Small Business Com- 
mittee after a yearlong study, including a series of 14 hearings in cities 
in all parts of the country. It was an omnibus measure designed to 
take care of the most pressing tax problems facing the small-business 
community at the least possible cost to the Federal revenue. 

Senator Sparkman and other committee members appeared in sup- 
port of the bill before the taxwriting committees of both the House 
and the Senate. It is felt that this action provided much of the 
impetus for the enactment of the small-business sections contained in 
the Technical Amendments Act of 1958, Public Law 85-866. 

There are eight sections contained in Public Law 85-866 which were 
written for the benefit of small business. Of these eight provisions, 
three were taken from S. 3194, introduced by the Small Business Com- 
mittee. Another is a modification of a provision from that bill. Two 
of the remaining four sections of the act accomplish purposes which 
have long been promoted by your committee. 

Because of the importance of these tax amendments, your committee 
published a committee print, dated September 15, 1958, and entitled 
“Small Business Tax Adjustments (contained in the Technical Amend- 
ment Act of 1958),” for the use of those taxpayers for whose benefit 
these sections were written. The print included a brief description 
of each of the small business sections, the text of the provisions and 
a technical explanation of each. Copies of this print are still available 
at the offices of your committee. 

The amendments contained in Public Law 85-866 have eliminated 
or improved many areas of Federal taxation which have had an 
unfair impact on smaller concerns. 

1. Section 58 of the Technical Amendments Act will permit recip- 
ients of awards or settlements from a civil action brought under the 
antitrust laws to treat such recoveries as income over the period in 
whica the damage was suffered. In the past, such awards were 
treated as income in the year of receipt, regardless of the period over 
which the violations occurred. Small businesses are the primary 
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beneficiaries of this amendment, because they, most often, are the 
injured parties in antitrust violations. 

2. Section 1361 of the 1954 Internal Revenue Code permits certain 
proprietorships and partnerships to be taxed as corporations if they 
so elect. Because regulations have not been issued in final form on 
this provision, few businesses have dared to make this election, 
New section 63 of the Technical Amendments Act provides that an 
election under section 1361 is not binding on any taxpayer until final 
regulations have been issued. This is a further attempt by the 
Congress to make the election provided by section 1361 immediately 
useful. It is felt that this election will be widely used after imple- 
menting regulations have been promulgated in final form. 

3. A new section 1371 has been added to the Internal Revenue Code 
of 1954 by section 64 of Public Law 85-866. This new provision 
complements section 1361 by permitting certain corporations an 
election to be taxed as partnerships. Now, to a great extent, small 
businesses will be able to choose their legal form of operation without 
the necessity of considering the differences in tax consequences. The 
Small Business Committee report stated, when recommending this 
change, “Business should be permitted to operate in the form best 
suited to its needs, without penalty through the amount of Federal 
taxes it must pay. Since the Federal Government has a large stake 
in the operation of business, it would seem that it should facilitate, 
rather than encumber, operation in the most efficient form and 
manner.” 

4, Section 202 of the legislation provides for special treatment for 
losses on “small business stock.” Prior to the enactment of this 
section, unless an individual was a dealer, a loss on stock was treated 


as a capital loss, which, if it exceeded capital gains, was deductible 

from ordinary income only to the extent of $1,000 per year. Under 

the new provision, an individual who owns stock in a “small-business 

corporation,” as defined in the law, may treat the loss from the sale, 

exchange, or worthlessness of such stock as an ordinary loss, a to a 
i 


maximum of $25,000 in any 1 year, or, for married persons filing a 
joint return, the maximum deduction permitted is $50,000. This 
provision is intended to encourage financing of small business by 
decreasing the risk in small business investment. 

5. Section 203 of the Technical Amendments Act will permit a 
third year carryback for losses. Prior to this time, losses of the cur- 
rent business year were allowed as a carryback for only 2 years. This 
section will permit immediate recovery of past taxes paid in the third 
preceding year for current losses suffered which exceed the income of 
the 2 preceding years. With this change, a business loss may now 
be spread over 9 years—the current year, plus 3 years of carryback, 
and 5 years of carryforward. 

6. Section 204 adds a special depreciation deduction for the first 
year of use of tangible personal property having a useful life, at the 
time of acquisition, of 6 years or more. This is a limited attempt to 
grant. the benefits of a reinvestment allowance. It will permit, in 
addition to the ordinary depreciation deduction, an additional deduc- 
tion of 20 percent of the cost of new or used property purchased during 
1958 or later. The maximum special deduction per business is $2,000, 
but taxpayers filing joint returns will be permitted a $4,000 deduction. 

This section attempts to foster the legitimate growth and develop- 
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ment of business concerns by making allowance for sums which must 
be expended to finance such expansion. Recognition is made of the 
obvious fact that profits cannot be reinvested in plant and equipment 
and still be available to pay taxes. 

7. Section 205 increases the minimum accumulated-earnings credit 
from $60,000 to $100,000. The accumulated-earnings surtax (old sec. 
102 tax under the 1939 code) is imposed on improperly accumulated 
corporate earnings. Small corporations are especially bothered b 
this surtax, because it is more difficult satisfactorily to establis 
“reasonable needs” pursuant to a fixed plan. The increase in the 
credit provided for by this amendment makes allowances for rising 
costs and continued economic growth since the credit was first es- 
tablished. 

8. Section 206 of the act provides for installment payments of the 
estate taxes attributable to investment in closely held small business. 
The executor of such an estate will now be able to elect to pay Federal 
tax on the estate in from 1 to 10 equal annual installments rather than 
in a lump sum within 15 months after the death of the decedent. 

Now, family-owned businesses need not be sacrificed at the altar of 
the Federal estate tax law. The installment provision will. permit 
surviving members of a family unit to pay the estate tax obligation 
out of business profits over a period of up to 10 years, rather than force 
liquidation to make immediate payment. This section will help to 
slow the current trend toward concentration of business and industry 
by removing this one spur to sale of small concerns. 

Your committee is proud of the small business tax adjustments 
accomplished during 1958. The changes made will benefit the entire 
economy. Free enterprise has been or a shot in the arm by remov- 
ing very real barriers to the growth and development of small and 
independent business. The Federal tax laws must be made as clear 
and free from discrimination as it is possible to accomplish. 


SECTION B. SMALL BUSINESS INVESTMENT ACT OF 1958 


As your committee has so often emphasized, one of the major prob- 
lems of many small businesses is their difficulty in obtaining long- 
term-debt and equity capital needed for business formation, moderni- 
zation, and expansion. 

The evidence which has been building up over the years on the lack 
of adequate small business financing was confirmed in April of 1958 
by the Federal Reserve System’s report to the Congress entitled 
“Financing Small Business.” This report, in the form of a series of 
studies by financial experts, carefully examined the various forms of 
small business financing and the extent to which such financing was 
not being adequately supplied. 

The general findings of this study were succinctly summarized by 
William McChesney Martin, Chairman of the Board of Governors of 
the Federal Reserve System: 


* * * there is a gap in the existing structure of financing 
institutions which lies in the longer term debt and equity 
capital areas. * * * 

* * * there is room for a Government program to foster the 
flow of private investment funds to small business. 
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Congress took a.irmative and positive action to fill this financial 
gap by passing the Small Business Investment Act of 1958. This 
act seeks to encourage the formation of privately owned and operated 
financial institutions set up for the specific purpose of supplying long- 
term capital to small business. concerns. Your committee, which has 
recommended for several years that such legislation be enacted, 
considers this Small Business Investment. Act of 1958 one of the 
outstanding achievements of the 85th Congress. 

The act itself will be administered by the Small Business Adminis- 
tration through its newly formed Investment Division. The functions 
of this Division are threefold: 

(a) To license (and also to charter if State chartering is not 
possible), regulate and examine small-business investment com- 
anies. 
(6) To lend funds to such investment companies. 
(ec) To lend funds to State and local development credit cor- 
porations. 

Small-business investment companies shall be chartered under 

State law, and if State law does not permit chartering of such a com- 
any, then SBA may charter. Such companies must also be licensed 
o the SBA in order to be eligible for the tax benefits and other 
provisions contained in the Small Business Investment Act. 

A small-business investment company, to begin actual operations, 
must have at least $300,000 in paid-in capital and surplus. The SBA 
is authorized to supply up to one-half of this initial capitalization 
through the purchase of subordinated debentures issued by the in- 
vestment company. Also, in order to encourage further the growth 
of these investment companies, the SBA is authorized to lend such 
companies up to one-half of their paid-in capital and surplus. Invest- 
ment companies may also borrow funds from private sources; but their 
indebtedness may not exceed four times their paid-in capital and 
surplus. Loans to small-business investment companies by the SBA 
shall bear an interest rate of 5 percent and have a maximum maturity 
of 20 years; amortization of such loans shall not begin until the second 
half of the term of the loan. 

Small-business investment companies may supply capital to small 
business concerns by way of long-term loans or the purchase of con- 
vertible debentures. Long-term loans shall heve a maturity of not 
less than 5 years or more than 20 years. The interest rate may not 
exceed the legal limit in effect in the State where the loan is made; in 
the absence of any legal limit SBA shall set the maximum interest rate. 

If a small-business investment company supplies funds to a small 
business concern through the purchase of its convertible debentures, 
the investment company has the privilege of converting such deben- 
tures into stock at the sound book value of such stock, as determined 
at the time the debentures were issued. Limits on interest rates are 
the same as in the case of long-term loans, described above. 

When a small business concern sells its convertible debentures to 
small-business investment company, it is required to purchase stock 
in the investment company in the following amounts: 2 percent of the 
first $50,000; 3 percent on the next $50,000; and 5 percent on anything 
over $100,000. If a small-business investment company is not in- 
debted to the SBA, it may issue such capital stock with a repurchase 
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eee which may be exercised within 30 days at the price paid per 
share. 

In order to encourage the formation of small-business investment 
companies, Congress provided certain tax advantages. Taxpayers 
investing in the stock of small-business investment companies are 
allowed an ordinary-loss deduction rather than a capital-loss deduction 
on. losses arising from worthlessness or sale of such stock. Small- 
business investment companies are allowed to treat losses sustained 
on convertible debentures, including stock received pursuant to the 
conversion privilege, as ordinary-loss deductions, rather than as 
capital-loss deductions. Furthermore, such companies are allowed 
a 100-percent tax deduction on corporate dividends received. 

The interest which has been shown in forming small-business in- 
vestment companies has been most encouraging. In all sections of the 
country, investment companies are in the process of being formed. 
Your committee is confident that this new type of financial institution 
will prove to be a major source of long-term capital for small businesses 
with a potential for growth and development. 

The act also provides that SBA may make loans to both State and 
local development corporations for the purpose of stimulating the flow 
of equity capital and long-term loans to small business concerns. In 
the case of State development corporations, the SBA is authorized to 
make loans in an amount not to exceed the amount of funds borrowed 
by such corporations from all other sources. The rate of interest on 
such SBA loans is 5 percent, and the maximum maturity is 20 years. 

In addition to the SBA loans to State development corporations 
described above, the act also provides for secured loans to State and 
local development corporations for site acquisition, plant construction, 
conversion or expansion for the: purpose of assisting an identifiable 
small business concern. Such secured and identifiable loans may not 
exceed $250,000 for each identifiable business, the maximum maturity 
is 10 years, and the interest rate is 5% percent. After June 30, 1961, 
such loans may be made only to State development corporations. 

Another important provision of the Small Business Investment Act 
authorizes the SBA to make grants to any State government, State 
development corporations, colleges and universities, for studies, re- 
search and counseling concerning the management, financing, and 
operation of small business concerns. 

Your committee believes that the Small Business Investment Act 
of 1958 is one of the most important single pieces of legislation ever 
enacted on behalf of small business. By providing small business 
establishments with access to long-term capital, small-business 
investment companies will not only be contributing to the welfare of 
small business, but to the economic growth and well-being of the 
country as well. 
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CHAPTER IV 
ANTITRUST ACTIVITIES DURING 1958 
SECTION A. ANTITRUST LEGISLATION 


1. S. 721, a bill designed to enable the Federal Trade Commission 
to achieve speedy and effective compliance with cease-and-desist 
orders issued under the Clayton Act, was introduced by Senator John 
Sparkman, chairman, and cosponsored by many committee members. 

The effectiveness of the Clayton Act, as amended by the Robinson- 
Patman Act, has long been handicapped by the lack of adequate 
enforcement machinery. Existing enforcement procedures are 
laborious, time-consuming and very expensive. In a case where a 
Clayton Act order is being flouted by the respondent, the Commission 
may informally attempt to obtain voluntary compliance. That 
course failing, the Commission 1s obliged to proceed to a U.S. court 
of appeals to prove that its order is being violated. Even after such 
proof is made, court enforcement of the order does not necessarily 
commence forthwith. Instead, the court may decide to undertake. 
what, amounts to a de novo consideration of the antitrust issues in 
the case. Then the court may issue a formal decree adopting the 
Commission’s order as its own. Thereafter, enforcement requires 
the use of contempt proceedings for violation of the court’s decree. 
In other words, the antitrust violator can break the law three times. 
before meaningful sanctions are applied. 

Bearing in mind that Commission orders pursuant to the Clayton 
Act are intended to remedy such grievous antitrust wrongs as monop- 
olistic mergers, exclusive dealing arrangements, and unjustified price 
discriminations, your committee feels that efforts to obtain full 
compliance with such orders ought not to be fraught with and delayed 
by such legalistic difficulties. Delayed justice in antitrust matters 
can only mean no justice at all to the small-business men who are so. 
often the victims of the prohibited anticompetitive practices. 

S. 721 would strengthen Clayton Act orders by filling an enforce- 
ment void which has existed for many years. Clayton Act order 
violations would become punishable 60 days after entry of the order 
or upon approval of the order by the court of appeals. Thus, enforce- 
ment of Clayton Act orders would be handled as speedily and as 
effectively as is now the case with Robinson-Patman Act orders. 

The bill would also encourage private treble-damage suits by small 
businessmen injured by Clayton Act violations. Under 5S. 721, 
Clayton Act orders would be final orders admissible as evidence in 
private antitrust suits and, accordingly, would be of great assistance to. 
private suitors seeking compensation for their antitrust injuries. 

Although S. 721 passed the Senate in this past session by unanimous 
vote, it was not acted on in the House. When reintroduced next year, 
the measure appears certain of early enactment, should the small- 
business community as a whole give it determined support. 
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2. Small businessmen awarded treble damages for antitrust injury 
are given a break by section 58 of the Technical Amendments Act of 
1958. This section was proposed by Senator Russell B. Long and 
provides that a recipient of such an award will be taxed as if the sums 
were received over the entire period of years during which his business 
was injured. 

During the past year, your committee explored the reasons under- 
lying the inelloclanintan of private suits in enforcing the Federal 
antitrust laws. A large factor in the disappointing record of private 
antitrust enforcement, the committee discovered, was the Supreme 
Court’s ruling in the Glenshaw Glass case that monetary damages 
recovered in a private antitrust suit are taxable in the year received. 
Such inequitable tax treatment of antitrust recoveries did much to 
remove the incentive for private parties to assist in antitrust enforce- 
ment work. 

For this reason, your committee is most encouraged by the action 
of the Congress which enacted the Long amendment. 

3. This past year also saw Congress close a large and growing 
loophole in antitrust enforcement by enacting legislation giving the 
FTC jurisdiction over the unfair trade practices of meatpackers and 

ocery chains having meatpacking affiliations. The decision to en- 
arge the antitrust jurisdiction while restricting ‘that of the Agricul- 
ture Department was dictated by four important considerations: 

(a) Awareness that meatpackers were avoiding meaningful 
antitrust sanctions by successfully claiming immunity under the 
Packers and Stockyards Act from FTC prosecution. 

(b) Realization that such immunity extended even to non- 
meatpacking operations, such as sporting goods, ‘soap, and ice 
cream. 

(c) Concern over alacrity with which grocery chains were ac- 
quiring interests in meatpacking plants in order to dodge FTC 
prosecution. ' 

(d) Fear that “even a tire or battery manufacturer, for instance 
[could] escape [FTC] regulation of its entire business * * * b 
the simple expedient of buying a load of chickens, plucking their 
feathers, and selling their carcasses in commerce.” 

Particularly gratified by this new legislation are cery inde- 
pendents who know that FTC is now in a position to police the chain 
groceries in their purchases and sales of meat and related products. 


SECTION B. FEDERAL TRADE COMMISSION FOOD INDUSTRY 
INVESTIGATION 


Acting upon the recommendation of Senator Hubert H. Humphrey, 
chairman of the Subcommittee on Retailing, Distribution, and Fair 
Trade Practices, the Federal Trade Commission has undertaken a com- 
prehensive ee and study of the food industry. Through 


this inquiry, the Commission plans to discover the extent to which 
economic oo has become concentrated in food retailing and also to 
find out the means by which such concentration has been achieved. 
Not since the Commission’s celebrated “Chain’ Store Study” of 
1931-34 has a serious effort been made to explore competitive problems 
in the Nation’s largest and most important industry. 

The broad public interest in preserving free and competitive enter- 
prise in our food industry stands unchallenged. Integration and 
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economic concentration pose a competitive threat extending far be- 
yond small grocers and other food independents. The Nation’s farm- 
ers also have a vital stake in the maintenance of unrigged markets in 
which a great many buyers are competing vigorously. Consumers, 
too, understand the benefits in terms of price, quality, and variety, 
which only free competition can bring them. 


SECTION C. ROLE OF PRIVATE ANTITRUST ENFORCEMENT IN PROTECTING 
SMALL BUSINESS 


Although the Sherman and Clayton Acts gave to businessmen who 
become victims of antitrust: violations the right to file private suits 
against their oppressors without waiting for Government assistance, 
an average of fewer than four private antitrust suits were filed each 
year during the first: 50 years of the Sherman Act. The number has 
increased in recent years, but the legal scoreboard still shows that 
private plaintiffs in antitrust litigation win redress in less than one- 
third of the cases filed. The inevitable result is that small businessmen 
generally are reluctant to initiate antitrust suits. 

Aware of this situation, the Subcommittee-on Retailing; Distribu- 
tion, and Fair Trade Practices, under the chairmanship of Senator 
Hubert H. Humphrey, and the Subcommittee on Monopoly, chaired 
by Senator Russell B. Long, held public hearings on March 3 and 4, 
1958. During these 2 days, the combined subcommittees received 
extensive testimony fromthe two chief Government antitrust officials, 
from former Federal officials, from outstanding antitrust lawyers, and 
from representatives of private businesses. 

Following the hearings, the subcommittees collected further infor- 
mation, and, basing their findings upon the entire record, drafted a 
report for circulation to the full committee. On July 18, 1958, your 
committee submitted its unanimous report to the Senate.' 

Your committee noted that the right to sue for treble-damage 
redress of business injuries resulting from trade restraints and other 
monopolistic practices first found statutory expression in section 7 
of the Sherman Act. By allowing injured parties to recover costs of 
suit plus three times the amount of the damage done, Congress hoped 
to give businessmen a strong incentive to become, in effect, a legion 
of antitrust enforcement vigilantes. The procedures established re- 
flected a logical uniting of self-interest with public policy. Further- 
more, private action may result in liability for an amount that is 
related to the economic injury done, if not to the profits derived, 
thus having a deterrent effect.on potential antitrust violators. Never- 
theless, even the large fines resulting from Government action are 
relatively small in relation to the potential profits to be derived from 
monopolistic and predatory business practices. 

Your committee found that the burden of litigation for a small 
businessman who is a plaintiff is great, indeed. It is great for him 
as a plaintiff because (a) he has the burden of proof, that of discover- 
ing and presenting evidence, which is usually in the possession of the 
dolaniente, and 6) the burden of initiating and prosecuting the case, 
which the defendant is later called upon to answer. Congress, how- 
ever, eased the burden in section 5 of the Clayton Act, which provides 
that the “judgment or decree” entered in actions litigate by the 
Government was to become the prima facie case of private plaintiffs, 
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thus aiding potential plaintiffs with ‘limited resources and limited 
means of investigation in establishing the matters of law and fact neces- 
sary for recovery. Little did the framers of section 5 of the Clayton 
Act realize, however, that in certain periods to come the Department 
of Justice would be settling the heavy majority of its antitrust cases 
by means of consent judgments, thus vitiating the purposes of section 
5 of the act. 

Justice Department records for 1957 reveal that the Antitrust Divi- 
sion terminated by consent judgment 83 percent of all antitrust cases 
instituted. By contrast, between 1935 and 1955 only 72 percent of 
the Government’s civil cases ended by negotiated settlements. De- 
spite the frustrating effects consent judgments have upon private en- 
forcement actions, the Justice Department continues to show a readi- 
ness to accept, and even to encourage, consent judgments. Your 
committee believes, for example, that the Justice Department’s 
acquiescence in Safeway’s consent-judgment strategy performed a dis- 
service to the great number of independent grocers in Texas and New 
Mexico who were thus unable to base suits for treble-damage redress 
upon the Government’s case. 

The attitude of the Federal judiciary can greatly influence the 
effectiveness of private remedies. Although the Supreme Court has 
recognized the public-interest factor involved in private enforcement, 
some lower courts do not share the Supreme Court’s endorsement of 
private antitrust remedies, and, in fact, are more rigorous and de- 
manding in private actions than they are in other types of cases or in 
Government suits. 

In addition to the Government consent judgments, the attitude of 
many courts, and the ordinary burdens of litigation already mentioned, 
your committee discovered other significant deterrents to private anti- 
trust enforcement. Among them were: (a) these cases take years of 
waiting and thousands of dollars to prepare for, and (6) although the 
plaintiff may be recovering for profit lost over a number of years, the 
so-called treble damages are recovered in 1 year and, under the law, 
are taxable as ordinary income entirely in the year received. It is 
very seldom that a plaintiff receiving treble damages ultimately winds 
up with any more than compensation for his injury, thus removing 
og sag for private parties to assist in antitrust enforcement 
work. 

The Justice Department has shown a lack of initiative in protecting 
businessmen’s rights in private suits, as when some major oil companies 
in requiring their lessee and contract dealers to waive, in part, their 
legal rights to sue for damages resulting from their supplier’s antitrust 
violations. Your committee saieeneal to the Department of Justice 
that a waiver of the rights conferred by section 4 of the Clayton Act 
would contravene publi — The rule is clearly established that 
statutory rights may not be waived where to do so would be against 
public policy.2 As of now, the Government has not tested the legality 
of the waiver of such rights by private parties. 


D. RECOMMENDATIONS 


Your committee is convinced that the statutory authority for 
rivate antitrust enforcement activity is sound in principle and can 
e made workable in practice. To that end your committee, in its 
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report, offered the following administrative and legislative recom- 
mendations: 

1. The Attorney General and the Assistant Attorney General in 
charge of the Antitrust Division should carefully reconsider the 
Department’s current policy regarding consent judgments and its 
effect to determine whether such policy is achieving the maximum in 
benefits to competition. 

2. Some private groups, such as the antitrust section of the Ameri- 
can Bar Association should undertake a study and make recommenda- 
tions on how to reduce to reasonable limits the presently prohibitive 
costs of private antitrust litigation. 

: Laws should be enacted by the Congress to achieve the following 
ends: 

(a) Section 3 of the Robinson-Patman Act should be made an 
integral part of the antitrust statutes, as contemplated by S. 3079, 85th 
Congress, 2d session. 

(b) Clayton Act orders issued by the Federal Trade Commission 
should become final judgments by the lapse of time, unless appealed, 
as is proposed in S, 721, 85th Congress, 1st session. 

(c) Attorney’s fees and actual costs of suit should be made recover- 
able in private antitrust actions for injunctive relief. 

d) Recoveries in the form of treble damages, now taxed as ordinary 
income in the year of recovery, should be taxed over a reasonable 
period of years. 

(e) By resolution, Congress should declare that private antitrust 
actions are invested with a substantial public interest. 

(f) Thirty days before becoming final, the terms of all antitrust 
consent judgements or orders should be published in the Federal 
Register in order to give the general public an opportunity to lodge 
objections to the proposed judgment or order with the Justice Depart- 
ment or the Federal Trade Commission. 

(g) Agreements waiving private enforcement rights under the anti- 

irush laws should be declared null and void, as contrary to public 
policy. 
(h) So long as the Justice Department relies heavily on consent 
judgments to terminate suits short of trial, thus depriving potential 
plaintiffs of the benefit of a court record, appropriate means should be 
devised to make the maximum amount of Government-secured infor- 
mation available to such plaintiffs. Therefore, the Department should 
be required, as a condition to accepting a consent decree, to file with 
the court an evidentiary memorandum fully setting forth the evidence 
upon which it relied in bringing the case. This memorandum is to be 
a public record of the court. 

Senate bill 721, introduced by Senator Sparkman, was passed by 
the Senate on July 15, but Congress adjourned before the House of 
Representatives had an opportunity to vote on it. Complete success 
was attained on another of the committee’s recommendations, how- 
ever, when an amendment proposed by Senator Long was inserted 
in the Technical Amendments Act of 1958. Section 58 of that law 
allows businessmen who recover treble damages under the antitrust 
laws to be taxed as if the damage payments were spread over the period 
in which the wrongs occurred. 

Your committee will continue to press for the enactment of the 
legislative recommendations made in its report and for adoption of 
the administrative proposals. 





CHAPTER V 
DISTRIBUTIVE TRADES 
SECTION A, FAIR TRADE 


The year 1958 saw renewed activity in the legislative and judicial 
fields concerning fair trade. Concurrent with this activity, fair trade 
was conceded generally to have lost considerable support. 

The series of adverse court decisions which hampered effective 
enforcement of fair trade at the beginning of the year was augmented 
by other adverse decisions during 1958. The high courts of four 
States, Kansas, Ohio, Kentucky, and West Virginia, struck down their 
respective fair-trade statutes. (See appendix E.) The mounting 
legal obstacles were credited with causing a number of prominent fair 
traders to abandon their resale price maintenance programs during 
the first quarter of the year. 

In announcing that it was giving up its long-established fair trade 
merchandising program, an electric appliance manufacturer empha- 
sized that this development did not mean that the company had 
abandoned its belief in the principle of fair trade. To thé con ; 
the company indicated that it was convinced of the merit of fair trade 
but that its decision was dictated by circumstances beyond the 
company’s control, which prevented the effective enforcement of its 
program. This view was believed to have been typical of the attitude 
of several manufacturers who went off fair e in March. The 


retreat from resale-price maintenance by former major enforcers of 
such programs tolled the demise of effective fair-trade enforcement in 
various industries. 
Following these announcements predatory paws ractices were 
it 


renewed in various metropolitan areas. the advent of price 
wars, independent retailers in some cities were reported to have 
stopped ordering ‘formerly fair-traded items because of the low prices 
prevailing in the big stores,” ' The price wars were also credited with 
causing the big stores and chains to stop advertising formerly fair- 
traded items. The traditional independent businesses were not the 
only firms adversely affected by this situation; distributors felt the 
pinch, as did some discount houses. By the end of the year, some 
manufacturers were reported to have resorted to selective istribution 
to control their merchandising outlets, thereby keeping their products 
out of the hands of discounters. 

In the legislative field there was ee, more activity con- 
cerning fair trade than in any year since 1952, Several bills providing 
for a Federal fair-trade law were introduced in both Houses of Con- 

ess. Differing only in degree, they had as their purpose the estab- 
ishment of a federally sanctioned system of resale-price maintenance. 
They resembled closely the various State fair-trade laws in that each 
had as its objective the authorization of resale-price control to manu- 
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facturers having a trademarked product in free and open competition 
with similar commodities. 

The various bills were the subject of hearings conducted by the 
House and Senate Interstate and Foreign Commerce Committees. 
In neither instance, however, were the bills reported out of the respec- 
tive full committee. Congress adjourned without any action being 
taken on the bills, but sponsors in both Houses indicated that they 
would reintroduce the bills in the next Congress. 

The Subcommittee on Retailing, Distribution, and Fair Trade 
Practices, under its chairman, Senator Hubert H. Humphrey, held 3 
days of — hearings on an ancillary subject, discount-house opera- 
tions. On November 26, 1958, a summary of the testimony elicited 
at those hearings was submitted in your committee’s report to the 
Senate, entitled, “Competitive Impact of Discount House Operations 
on Small Business.”’ The eight: principal arguments for and against 
discount houses, as presented in the report, follow: 


Summary of arguments in support of discount-house operations 

1, Discount-house operations are ethical means of doing 
business which provide the consumer with quality merchan- 
dise based on an efficient, low-cost operation. 

2. Discounters have a legal basis for cutting the prices of 
fair-traded merchandise; the purchaser of a product acquires 
title to the product and he alone should be able to control 
its price henceforth. is 

3. Fair trade is a price-fixing medium designed to maintain 
high profits; it provides an umbrella under which the ineffi- 
cient are permitted to operate, thereby thwarting competition. 

4. Discount prices are not intended as anticompetitive 
pricing; they are used frequently as an advertising medium 
or are a result of low onerhaak: Discount houses do not 
succeed by loss-leader tactics or product switching. Every 
item is priced to give a profit to the store. 

5. Fair trade can’t be justified on an economic basis. 
Business failures are no greater in non-fair-trade jurisdictions 
than in fair-trade areas. 

6. Discount houses price their merchandise to reflect only 
the services the purchaser receives. Purchasers who do not 
want credit, delivery, or installation should not be forced to 
pay for them. 

7. Discount operations are a part of the American tradi- 
tion of competitive free enterprise, whereas fair trade is a 
price-fixing medium which destroys competition. 

8. Fair trade laws are unenforceable and therefore should 
not be enacted. 


Summary of arguments in opposition to discount-house 
operations 

1. The primary purpose of fair trade is to establish ethical 
practices in the market place, to protect sellers from preda- 
tory pricing practices, and to guarantee consumers quality 
products at reasonable prices. Discount-house operations 
are unethical; they include such duplicities as bait advertis- 
ing; loss-leader sales ; switching customers; and surrepti- 
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tiously obtaining merchandise from secondary sources when 
manufacturers legitimately refuse to deal. 

2. Fair trade is directed at safeguarding the manufacturer’s 
property right in his trade name and business goodwill, rights 
which he retains even when selling his commodities. These 
property rights, to which a manufacturer is legitimately 
entitled to protection, are irreparably damaged by irrespon- 
sible price cutting by discount houses. 

3. Retailers refuse to carry merchandise unless they can 
make a reasonable profit: Once a product is widely dis- 
counted in a given market, traditional retailers refuse to 
stock it and normal distribution channels are destroyed. 
Fair trade provides for orderly distribution of products; it 
results only m reasonable profits and has had a salutary effect 
in combating price wars and providing the consumer with 
cheaper prices. 

4. Discount-house operations have resulted in increased 
failures of independent businesses, especially specialty shops 
which sell primarily products used for bait advertising by 
discount houses. : 

5. Unrestricted price cutting, both in theory and practice, 
results inevitably in the destruction of competition and the 
creation of monpoly. 

6. Once the discount houses destroy their smaller competi- 
tors either they will no longer carry merchandise previously 
discounted, or, if they do, they will not provide the same high 
discounts. 

7. A manufacturer is permitted to fair-trade his product 
only if it is freely in competition with other similar commod- 


ities. Fair trade has contributed to the use of private 
brands, thereby increasing competition. 

8. Although some adverse court decisions have vitiated 
fair trade enforcement, a law at the Federal level, encom- 
passing all States, would strengthen enforcement machinery 
and thus insure its effectiveness. 


At. the year’s end it was widely conceded that 1958 was not a good 
year for fair trade. However, its efficacy continued to be recognized 
in certain quarters. In November, two major oil companies an- 
nounced that they would extend the fair trading of gasoline into 
Pennsylvania. This action was expected to end the chaotic price- 
war conditions which had prevailed there since fair trade was aban- 
doned by the major suppliers 18 months before. This development 
was encouraging to proponents, who cited fair trade’s successful oper- 
ation in certain areas, specifically the gasoline industry in New Jersey, 
where it was credited with resolving a ruinous price war and establish- 
ing lower prices than those in neighboring States. 


SECTION B. DUAL DISTRIBUTION: FLAT-GLASS INDUSTRY 


“Dual distribution’ is a term used to describe competition by 
manufacturers with their independent wholesaler and retailer cus- 
tomers at resale levels. The term is also applied to competition b 
wholesalers with their retailer customers at the latter’s resale level. 
This merchandising system has been the subject of criticism and 
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complaint by increasing numbers of retailers—and some wholesalers— 
in several industries. anufacturers competing with wholesalers and 
retailers, and manufacturers and wholesalers competing with retailers, 
have unfair advantages, say the complainants. Reduction of com- 

etition and a monopolistic trend are alleged to be the result. Early 
in 1958, your committee determined that it should initiate a careful 
study of dual distribution. 

In July and October of 1958 your committee’s Subcommittee on 
Monopoly, chaired by Senator Russell B. Long of Louisiana, conducted 
public hearings ? to explore the nature and extent of dual-distribution 
practices in the flat-glass* industry. Among the factors which in- 
fluenced the selection of this industry for initial detailed consideration 
were these: 

1. Flat-glass products have great and growing economic 
significance. 

2. Manufacture of flat glass is heavily concentrated. Only three 
American companies today ondatbaetes tint winks and window glass 
and all the glass made by one of the three, Ford Motor Co., is used 
in its own automotive products or sold to its own dealers. The 
only other plate-glass manufacturer, Franklin Glass Corp., which 
makes no window glass, has under 2 percent of total U.S. production 
and sales, by its own estimate. Three other American companies 
manufacture window, but no plate glass. Manufacturers of lami- 
nated- and: tempered-glass products: made from polished plate and 
window glass must purchase from these few companies or abroad. 
The two largest glass corporations, Pittsburgh Plate Glass Co. (PPG) 
and Libbey-Owens-Ford Glass Co. (LOF), together are in a position 
of overwhelming dominance at the production level in the most im- 


ortant kinds of flat glass, There is no discernible price competition 
etween PPG and LOF and very little between them and their smaller 
CPT, Your committee estimates that from 95 to 99 percent 


of all the glass purchased by auto manufacturers for use as original 
equipment in American-made motor vehicles is produced and sold by 
these two corporations; however, Ford Motor Co., which uses about 
30 percent of all flat glass consumed by the auto industry, now manu- 
factures around three-fourths of ite own requirements. On a value 
basis, the motor vehicle industry consumes well over 50 percent of all 
the tlat glass produced in the United States. 

3. The industry has for many years been under close surveillance 
by both the Antitrust Division of the Department of Justice and the 
Federal Trade Commission. A consent judgment, negotiated by the 
Antitrust Division with seven principal flat-glass producers, and other 
defendants, in 1948, amounts to special legislation for the industry.‘ 

»4, Because of the intense concentration at the production level, 
it appeared to your committee that the public had an important 
interest in the preservation of a strong and competitive, independent 
distribution system for flat glass. Complaints from flat-glass dealers, 
collected by the National Auto & Flat Glass Dealers Association 
(NA & FGDA) and referred to your committee early in July 1958, 
indicated widespread belief among industry members at the lowest 
Gmail Wkeees Joke sie oar aE con Gtk Geen. thom Dealers,” Senate Select Committee on 

3 Principal flat-glass products are polished plate , window and sheet glass, laminated glass, and 

glass. All automotive glass, wheth is classified as flat glass 


er eurved or flat, a . 
4 USA 0. Libbey-Owens- Ford Glass Co., et al., USDO, N.D., Ohio, Western Div Civil Action No. 
5239 (the Flat Glass case). 
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distributive level that many independent dealers and, perhaps, the 
independent distributive system itself were in danger of extinction by 
forces described as unfair and monopolistic. Chief target of the 
flat-glass dealers’ criticism was the integrated merchandising system 
of the largest flat-glass producer, Pittsburgh Plate Glass Co. This 
system, comprised of a nationwide network of nearly 300 merchan- 
dising units, operates in many areas in direct. competition with inde- 
pendent wholesaler and retailer customers of PPG and other glass 
producers: a prime example of dual distribution, 


July hearings: Dealers state their case 


At the hearings on July 30 and 31, the Subcommittee on Monopoly 
undertook to hear the dealers’ side of the flat-glass distribution story. 
The July witnesses were selected from among members of the NA & 
FGDA, and other dealers, to present evidence in support of the 
association’s charges contained in a formal “Application for Hearings 
and Supporting Brief’’ filed by it with the subcommittee. From the 
testimony of 15 dealers and 2 lawyers Ser ieee dealer associations, 
the following principal competitive problems of independent flat-glass 
dealers were noted: 

1. PPG’s merchandising units, wholesale and retail, sell PPG prod- 
ucts to the same classes of customers as the independent dealers, often 
in direct competition with dealers who are customers of PPG as well 
as of other glass producers. Several witnesses mentioned instances in 
which a PPG merchandising outlet had’ sold particular flat-glass prod- 
ucts to a dealer’s customers at prices as low as or lower than the prices 
available from PPG to the independent dealer. 

2. Flat-glass distributors, particularly jobbers, are expanding their 
retail activities. , 

3. Some automobile manufacturers are encouraging their franchised 
new-car dealers to enter actively the auto-glass-replacement business. 
General Motors Corp., on July 1, 1958, reduced sharply its prices on 
replacement auto glass which it distributes, at wholesale, to its new-car 
dealers. An effect, say the glass dealers, is to turn auto dealers, 
formerly customers, into competitors. 

The witnesses appealed for congressional aid in meeting all three of 
these problems. As to the third, they made no specific recommenda- 
tions. Their proposed remedy for the first two is legislation to pro- 
hibit manufacturers. or suppliers selling products at wholesale for 
ultimate resale at retail from selling them at retail and from directly or 
indirectly operating a retail trade outlet for the sale of such products 


in competition with their own customers. In the alternative, the NA 
& FGDA urged: 


That manufacturers or suppliers selling products at. whole- 
sale for ultimate resale at retail, shall not be permitted to 
sell or contract to sell such products at retail in competition 
with their own customers at unreasonably low prices, if the 
effect of any such sale at any such price may be to destroy 
competition with, or to eliminate a competitor at the retail 
level of competition. 


October hearings: Government, manufacturers and jobbers comment 
At the October 9 and 10 hearings, the subcommittee afforded to the 


industry segments named in the glass dealers’ charges an opportunity 
toreply. Glass manufacturers, large and small, glass jobbers and auto 
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manufacturers were invited to testify. In addition, the chiefs of the 
Antitrust Division of the Department of Justice and the Federal Trade 
Commission were heard. 

As to the first of the dealers’ three principal charges, PPG’s witness 
testified that his company was, indeed, increasing its number of retail 
outlets but was still selling the greater percentage of its glass products 
through independent distribution channels. He denied any intent to 
hurt the business of the independents and further denied that PPG 
had initiated price reductions in any market, although it attempted to 
meet competition. Other manufacturers declined to criticize PPG’s 
vertically integrated distribution system, although they admitted their 
own dependence upon an independent distribution system. 

Victor R. Hansen, Assistant Attorney General, Antitrust Division, 
told the subcommittee that the records do not reveal why one of the 
principal aims of the 1946 complaint in the Flat Glass case—divesti- 
ture of PPG’s company-owned merchandising units—had not been 
obtained by his predecessors who negotiated the cotisent judgment: 
He indicated, however, that the Government retained the right, under 
the judgment, to petition again for divestiture at any time and that 
“Despite * * * difficulties, there may well be a possibility worthy of 
serious consideration.” 5 . 

As to the dealers’ second complaint, the subcommittee heard from 
the Flat Glass Jobbers Association ‘and two companies engaged in 
flat-glass jobbing, These witnesses admitted there was some expan- 
sion of jobbers’ retailing activities underway. They claimed this 
expansion was necessary to compete with PPG’s system, which in 
an instances bypasses jobbers to sell ‘irectly ‘to dealers who 
would otherwise be jobbers’ customers. They pointed out some ways 


in which the consent judgment in the Flat Glass case, in their opinion, 


had hurt competition more than it had helped: Their strongest 
objection was against the requirement in the judgment that manufac- 
turers ship, on any factory buyer’s order, to any part of the country 
specified in the order. This precludes the establishment ‘of semi- 
exclusive territories for independent distributors; hence, no independ- 
ently owned, integrated distribution system comparable to PPG’s 
company-owned system can be created. 

The ealers’ third charge—competition from franchised auto deal- 
ers—was not denied by the spokesmen for Ford Motor Co. (Ford) 
and General Motors Corp. (GMC). Ford, its vice president told 
the subcommittee, has a policy of producing all Ford replacement 
evi: including glass parts, itself. It believes that no one has a 

etter right to install replacement parts in Ford cars than do Ford 
dealers, who are also small businessmen. 

GMC’s spokesman contended that his company had been subjected 
to considerable pressure from its own dealers for prices on glass parts 
(which GMC purchases from LOF and resells to its dealers) that 
would be more competitive with prices paid by independent glass 
retailers to their sources of supply. The GMC July price reductions 
were a response to this pressure. (Subsequent to the hearings, your 
committee learned that on November 1, 1958, GMC again revised 
its glass prices to its dealers. The new prices were generally about 
5 percent above those announced July 1, 1958.) 


‘ Hearings, p. 105. 
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John W. Gwynne, Federal Trade Commission Chairman, reported 
to the subcommittee that both LOF and PPG appeared to be in com- 
pliance with 1957 consent orders requiring them to cease price dis- 
criminations favoring GMC and Ford, respectively, in their sales of 
replacement auto glass to those most important customers. 

George P. MaeNichol, president of LOF, supported the contention 
of the automakers that auto retailers and glass retailers function at 
the same distributive level and should be able to purchase glass at. 
the same price. 


Evaluation 


As this report went to press, subcommittee members were still 
studying the testimony and supporting documents received at the 
July and October hearings, to weigh contradictory assertions of fact 
He f conflicting recommendations for legislative actions. 

Meanwhile, it is obvious to the subcommittee that the independent 

ass retailer’s position is increasingly precarious. Markets he once 

almost to himself are now subject to growing competitive invasion 
by automobile dealers, manufacturer retail outlets, and expanded 
retail merchandising by jobbers. Other small-business segments of 
the industry, both at production and distribution levels, also face 
eompetitive problems of real.gravity. When the subcommittee has 
completed its evaluation of the record, it expects to make recom- 
mendations for the alleviation of, at least, some of these problems. 

The basic issue is one which will, undoubtedly, haunt your com- 
mittee increasingly in the years ahead, Expansion of dual distribu- 
tion raises the question whether large manufacturing corporations 
should have the right as well as the power effectually to impose a 
death sentence upon vast numbers of independent retail businesses 
which previously provided the outlet for the manufacturers’ products. 

The Subcommittee on Monopoly and other subcommittees of the 
Senate Small Business Committee will continue to study dual distri- 
bution in other industries during the coming months. Senator Hubert 
H. Humphrey, of Minnesota, chairman of the Subcommittee on 
Retailing, Distribution, and Fair Trade Practices, has announced that 
his group will hold hearings during 1959 on competitive problems of 
independent rubber-tire dealers and retreaders, in which the dual- 
distribution practices of tire manufacturers will be closely examined. 





CHAPTER VI 
REGULATORY AGENCIES 


SECTION A. MERGERS AND CONCENTRATION IN THE TRUCKING INDUSTRY 


During 1957, your committee conducted public hearings on mergers 
and possible growth of concentration in the trucking industry.' Fol- 
lowing the hearings, the committee drafted a report. based on testi- 
mony received at the hearings on a staff report, entitled ‘Trucking 
Mergers, Concentration, and Small Business: An Analysis of Inter- 
state Commerce Commission Policy, 1950-56.” 

On April 21, 1958, your committee submitted its report, together 
— minority views, to the Senate, The report contained these 
words: 


Based upon the foregoing, your committee concludes and 
recommends that— 

1. The Interstate Commerce Commission should keep 
a record of the results of applications for merger under 
—o 5 and section 212(b) of the Interstate Commerce 

ct. 

2. The Interstate Commerce Commission should eval- 
uate the level of concentration in the trucking industry 
and within the major segments of that industry. 

3. The Interstate Commerce Commission should con- 
sider the impact of mergers and acquisitions upon com- 
petition within the motor-carrier industry. 

4. There is a continuing obligation on the part of the 
Interstate Commerce Commission to apply the same 
standards in considering the merger applications of both 
large and small carriers under section 5 of the Interstate 
Commerce Act. 

5. In line with its general antitrust responsibilities, the 
Department of Justice should continue to intervene in 
cases before the Interstate Commerce Commission when 
it considers such intervention necessary in the public 
interest. 

6. The Interstate Commerce Commission should, on 
a continuing basis, examine the needs for regulation of 
the motor-carrier industry and recommend to the appro- 
priate committees of Congress desirable changes in its 
regulatory authority.’ 


Committee members Senator Andrew F. Schoeppel and Senator 
arry Goldwater entered minority views in which they questioned 
the merit of the committee’s activities and recommendations in this 


1 by Feneking Mergers and Concentration,” Senate Smal] Business Committee, 85th Cong., 


Ist sess., 1957. 
18. Rept. 1441, “ Mergers and Concentration in the Trucking Industry,’”’ Senate Small Business Com- 
mittee, 8th Cong., 2d sess., p. 8. 
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field. Their criticisms to each of the above paragraphs are similarly 
numbered below: 


1. * * * This is standard operating procedure in the 
Interstate Commerce Commission, and there is no need for 
such a recommendation. 

2. * * * The trucking industry is an industry in which 
concentration is exceedingly low compared with other seg- 
ments of the economy. This recommendation would 
result in the preparation of economic studies, the need for 
which has not been demonstrated. This would require 
additional appropriations for the administrative agencies 
and would serve no useful purpose. 

3. * * * Every application submitted to the Interstate 
Commerce Commission today is considered on the basis 
of the public interest in accordance with the mandate of the 
Congress as laid down in the Motor Carrier Act of 1935 and 
in the Transportation Act of 1940. No evidence to the 
contrary has been developed by this committee. 

4, * * * Again the Teall conducted during July 
1957, clearly show that no widedee has been developed to 

indicate that the Interstate Commerce Commission has not 
always applied the same standards in considering the a 
applications of large and small carriers. Hence, thi 
recommendation is unnecessary. 

5. * * * Since the Department of Justice is presently 
intervening in cases when it considers such intervention 
necessary in the public interest, 1 can find no reason for this 
committee to make this recommendation. The majority 
apparently seek to give the impression that this practice 
was instituted by the Department of Justice as the result of 
these Sai his is not the ~— iad SAF 

6. e reports regularly prepar the Commis- 
sion which are available to the public and the Congress 
reflect its opinions with respect to the necessity for desirable 
changes in its regulatory authority. 

In conclusion, Senator Schoeppel stated, “I must conclude that 
none of the recommendations listed justify this staff study.” * 

Early in November, the chairman of your committee wrote the 
Chairman of the Interstate Commerce Commission, saying that— 


the committee would be most grateful if you would inform 
it of any Commission steps relating to these recommenda- 
tions. In addition, if there have been any significant section 
5 cases in which the Commission expressed its merger policy, 
would you please inform the committee. 

On November 14, Howard Freas, Chairman of the IGC, replied to 
the committee’s letter, The full text of his reply will be found 
appendix D. Mr. Freas said that the forthcoming annual report of 

e ICC will contain information on a number of significant. unifica- 
tions, and pointed out that this had also been done in the past. 
Furthermore, he stated, the Commission now has mechanized its 
reporting system covering these actions and information is now 

+ Tbid., pp. 15 and 16. 
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readily available to tabulate levels of concentration in the trucking 
industry. 

While emphasizing that “the Commission does not, on the basis 
of evidence of record in any single case, undertake to establish rules 
for general application in all cases,’’ Chairman Freas did recognize 
that precedents are of “great importance” in deciding similar cases. 
He gave as an example the report of Division 4 of the ICC in reopening 
for further hearing, its previous decision in a case involving the 
merger of one large trucker with another.‘ 

In this instance, Division 4 of the ICC stated unequivocally that the 
burden of proof of establishing the public interest must be borne by 
the applicant for such a consolidation. The Division pointed out that 
Congress in 1950 reiterated and reinforced its determination to 
“restore the effectiveness [of the Clayton Act] in the struggle to main- 
tain competitive conditions in our economy * * *.” It quoted the 
Supreme Court’s decision in the McLean case which said that ‘“‘Con- 
gress however neither has made the antitrust laws wholly inapplicable 
to the transportation industry nor has authorized the Commission in 
passing on & proposed merger to ignore their policy.” ° 

Even more important, the Division further bulwarked its role in 
determining the focus of the public interest when it said: 


The serious responsibility which the Congress has imposed 
upon us in these proceedings cannot be properly discharged 
upon records such as this, which is so ing in essential 
facts to permit us to make ‘the required statutory findings 
intelligently. Nor are we relieved of this responsibility by 
the fact that many of the competing carriers refrained from 
intervening and introducing evidence. 


The Division then went on to stress a most important point in 
these words: “If that were true, monopolies could develop merely 
from inaction by competing carriers, and applications would be 
granted by default.” 

The merger application discussed above is now awaiting the report 


of the hearing examiner who directed the further hearings ordered by 
Division 4, 


‘Re of Division 4, dated February 26, 1 reopening No. MO-F-6199, “Pacific Intermountain Ex- 
press Co.,—Control ~ M Union Trussiee Co.” 
§ McLean Trucking Co. v. U.S., 321 U.8. 68. 
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Apprenpix B 


MeetTincs AND HEARINGS OF THE SELECT ComMMITTEE ON SMALL 


Business, Unrrep Srates Senate, 85tTax Concress, 2p Szssion, 
1958 


1968 eT 


Jan. 28....... Executive meeting, full committee. Considered and discussed 
the Eighth Annual Report of the Senate Select Committee on 
Small Business. Action deferred until next executive meeting. 

Executive meeting, full committee. Approved Eighth Annual 
Report of the Senate Select Committee on Small Business and 
approved the program of activities for the year. 

Hearing, Subcommittee on Retailing, Distribution, and Fair 
Trade Practices. The role of private antitrust enforcement 
in protecting small business: extent to which private 
enforcement of the antitrust laws offers a practical form of 
protection to small business, victims of predatory pricing 
practices and other antitrust aoe Wibkst 

Hearing, Subcommittee on Retailing, Distribution, and Fair 
Trade Practices. Concluded hearings on the role of private 
antitrust enforcement in protecting small business. at da 

Hearing, full committee. Small Business Administration: Annual 
review of the activities of the Small Business Administration. 

Conference on the disposal of surplus LSM’s by the Department 
of the Navy, Subcommittee on Government Procurement.! 

Hearing, Subcommittee on Government Procurement. The role 
of small business in defense missile urement: The partici- 
pation of small business in the missile, rocket, and outer-space 
exploration programs of the Department of Defense. 

Hearing, Subcommittee on Government Procurement. _Con- 
tinuation of hearings on the role of small business in defense 
missile procurement. 

Hearing, Subcommittee on Government Procurement.* Con- 
cluded hearings on the role of small business in defense missile 
procurement. 

Hearing, Subcommittee on Retailing, Distribution, and Fair 
Trade. Practices. Discount-house .operations:. Competitive. 
impact of discount-house operations on small business. . 

Hearing, Subcommittee on Retailing, Distribution, and Fair 
Trade Practices. . Continuation of hearings on discount- 
house operations. 

Hearing, Subcommittee on Retailing, Distribution, and Fair 
Trade Practices. Concluded hearings on discount-house 
operations. 

Hearing, Subcommittee on Government Procurement. Small- 
business participation in Government procurement: Small- 
business programs, policies and procedures of Government 
agencies. 

Hearing, Subcommittee on Government Procurement. Con- 
cluded hearings on small-business participation in Government 
procurement. saith 

Hearing, Subcommittee on Monopoly. Competitive problems of 
independent flat-glass dealers: Dual distribution methods of 
flat-glass producers and companys problems of independent 
flat-glass dealers and distributors. 

Hearing, Subcommittee on Monopoly. Continuation of hearings 
on competitive problems of independent flat-glass dealers. 

Hearing, Subcommittee on Monopoly. Hearings resumed on 
competitive problems of independent flat-glass dealers. 

Hearing, Subcommittee on Monopoly. Hearings concluded on 
competitive problems of oer flat-glass dealers. 

Hearing, full committee. Problems of ind dent logging and 
sawmill industry, held in Superior, Wis., November 13, 1958. 


1Not published. 
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Briefing session on the Small Business Investment Act of 1958, 
a by the American Management Association in New 
ork. 
Briefing session on the Small Business Investment Act of 1958, 
concluded, 


Apprnpix C 


List or Pusiications Issuep By THE SeELEct CoMMITTER ON SMALL 
Business, Unirep Srares Senate, 85ra Concruss, 2p Szssion, 
1958 


HEARINGS 


“The Role of Private Antitrust Enforcement in Protecting Small Business, 1958’: 
The extent to which private enforcement of the antitrust laws offer a practical 
form of protection to small business, victims of ee pricing practices and 
other antitrust wrongdoing, March 3 and 4, 1958. 

“Small Business Administration, 1958”: Annual review of the activities of the 
Small Business Administration, March 25, 1958. 

“The Role of Small Business in Defense Missile Procurement, 1958”: The partici- 
pation of small business in the missile, rocket, and outer-space exploration 

rograms of the Department of Defense, April 29, 30 and May 1, 1958. 

“Discount-House Operations’: Competitive impact of discount-house operations 
on small business, June 23, 24, and 25, 1958. 

“Small-Business . eae in Government Procurement, 1958”: Small- 
amr oye 9 tage policies, and proceedures of Government agencies, July 23 
and 24, 

“Competitive Problems of Independent Flat-Glass Dealers’: Dual distribution 
ikea of flat-glass producers and compétitive problems of independent 
flat-glass dealers and distributors, July 30, 31, October 9 and 10, 1958. 

“Independent Logging and Sawmill Industry, 1958”: Problems of the independent 
logging and sawmill industry, November 13, 1958, Superior, Wis., part 1, 


REPORTS 


Senate Report No. 1237: “Tax Problems of Small Business,”” January 30, 1958. 

Senate Report No. 1282: “Eighth Annual Report of the Select Committee on 
Small Business, United States Senate,’’ February 10, 1958. 

Senate Report No. 1441: ‘Mergers and Concentration in the Trucking Industry,” 
tomahet with minority views of Mr. Schoeppel and Mr. Goldwater, April 21, 
1 

Senate Report No. 1855: “The Role of Private Antitrust Enforcement in Protect- 
ing Small Business,” July 18, 1958. 

Senate Report No. 2499: “The Role of Small Business in Defense Missile Procure- 
ment,” September 30, 1958. 

Senate rt No. 2504: “Discount-House Operations: Summarizing Testimony 
on Competitive Impact of Discount-House Operations on Small Business,” 
November 28, 1958. 

Senate Report No. 2505: “Small-Business Participation in Government Procure- 
ment,”” December 30, 1958. 


COMMITTEE PRINTS 


“The General Accounting Office and Small Business”: Staff report to the Select 
Committee on Small Business, U.S. Senate, January 21, 1958. 

“Financing Small Business’: Report to the Committees on Banking and Currency 
and the Select Committees on Small Business, U.S. Congress, by the Federal 
Reserve System (pts. 1 and 2), April 11, 1958. 

Small Business Act of 1958: Text of Small Business Act of 1958, Public Law 536, 
85th Congress, 2d session, July 23, 1958. 

Small Business Investment Act: Text and explanation, Public Law 699, 85th 
Con , 2d session, September 5, 1958. 

Small Busttines Tax Adjustments (contained in the Technical Amendments Act 
of 1958, Public Law 85-866) September 15, 1958. 
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Briefing on the Investment Act: Briefing session on the Small Business Investment 
Act of 1958, sponsored by the American Management Association in New York, | 
December 1 and 2, 1958. 

List of publications issued by the Select Committee on Small Business, U.S. 
Senate, 8lst Congress, 2d session, through 85th Congress, 2d session (1950-58) 
revised December 1958. 


MIMEOGRAPH 


“Statistical Data on Small Business,”’ prepared by the staff of the Select Committee 
on Small Business, U.S. Senate, 1958. 


Apprenpix D 


EXcHANGE OF CORRESPONDENCE Between THE Senate SMALL 


Bustness CoMMITrTrex AND THE INTERSTATE Commerce Commis- 
SION ON MERGERS AND CONCENTRATION IN THE TRUCKING INDUSTRY 


U.S. Senate, 
Setect CommirTer ON SMALL Business, 


November 3, 1958, 
Hon. Howarp G. Fras 
Chairman, the Interstate Commerce Commission, Washington, D.C. 


My Dear Mr. Cuareman: On April 21, 1958, the Senate Small, 


Business Committee submitted Senate Report 1441, “Mergers and 
Concentration in the Trucking Industry.” As a part of that report, 
it made 6 recommendations, 5 of which pertained to the Inter- 
state Commerce Commission and its administration of the Motor 


Carrier Act. The committee would be most grateful if you would: 


inform it of any Commission steps relating to these recommendations. 
In addition, if there have been any significant section 5 cases in 


which the Commission expressed its merger policy, would you please 
inform the committee. 
Thank you. 
With best personal wishes. 
Sincerely yours, 


JoHN SparKMAN, Chairman. 


InTERSTATE ComMERCE CoMMISSION, 
Orricz oF THE CHAIRMAN, 
Washington, D.C., November 14, 1958. 
Hon, Jonn SPARKMAN, 


Chairman, Select Committee on Small Business, U.S. Senate, 
Washington, D. C. 

Dear Senator SPARKMAN: Your letter of November 3, 1958, re- 
quests that the Small Business Committee be informed of any Com- 


mission steps relating to five of the recommendations in the Senate 
Report No. 1441, “Mergers and Concentration in the Trucking. 


Industry.” 
The steps which have been taken will be summarized under each of 
the recommendations of the committee listed below. 
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1, The Interstate Commerce Commission should keep a record of the 
results of applications for mergers under sections 5 and 212(b) 
of the Interstate Commerce Act 

Complete records have always been kept of such applications from 
their filing to ultimate disposition: However, no general studies have 
been made of the ‘“‘results” of unifications or acquisitions of control, 
subsequent to their accomplishment, from the standpoint of their 
possible effect on the operations and financial condition of the carriers 
involved, or competing carriers. It has not heretofore been our prac- 
tice in our annual report to Congress to describe each such authoriza- 
tion individually, although outstanding cases have often been sum- 

marized. Our 72d annual report will include data concerning 50 

unifications involving motor carriers of property. 


2. The Commission should evaluate the level of concentration in the 

trucking industry and within the major segments of that industry 
A system has been installed in our Bureau of Transport Economics 
and Statistics, under which a card record is kept of every consum- 
mated motor carrier transaction under section 5 of the act and every 
transfer of motor carrier operating rights under section 212(b), showing 
the operating revenues of the participating carriers and other data 
from which information can qnely be compiled as to the size (finan- 
cially) of the carriers involved. From this and other data, statistics 
can be prepared similar to those shown by the tables in the report 
pre ek for the Select Committee on Small Business by Dr. Adams 
and Dr. Hendry, in June 1957. 


8. The Commission should consider the impact of mergers and acquisi- 
tions upon competition within the motor carrier industry 
This is an issue in every case under section 5, to a greater or less 
extent. The Commission will continue to consider the impact upon 
competition of each merger and acquisition proposed under section 5, 
based on the evidence presented in each case. 


4. There is a continuing obligation on the part of the Commission to 
apply the same standards in considering the merger applications of 
both large and small carriers under section 5 

The Commission recognizes its continuing obligation to apply the 
standards set forth by the Congress in the statute impartially in each 
case, based on the evidence adduced. 


5. The Commission should, on a continuing basis, examine the needs for 
regulation of the motor carrier industry and recommend to the 
appropriate committees of Congress desirable changes in its regu- 
latory authority 

One of the long-standing committees of the Commission has been 
its Committee on Legislation. The Committee continually examines 
the needs for regulation of all modes of transportation under the Com- 
mission’s jurisdiction. In addition, the Commission has recently 
formed a Staff Committee on Legislation, composed of four members, 
which will also continually study certain aspects of the need for 
amendatory legislation. The Commission’s annual reports to the 

Congress for many years have embraced many recommendations for 

changes in the Commission’s regulatory authority. oe reports 

making such recommendations have also been made. Its 72d report 
will embrace such recommendations. 
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You also request that the committee be informed, if there have 
been any significant section 5 cases in which the Commission has 
expressed its merger policy. The Commission does not, on the basis 
of evidence of record in any single case, undertake to establish rules 
for general application in all cases, although precedents in cases 
having similar facts are of great importance, and are cited to support 
the action taken. One recent report, which discusses the general 
subject of the burden of — of applicants in proceedings under 
section 5 might be noted. This is the report and order of Division 4, 
dated February 26, 1958, reopening No. MC-F-6199, Pacific Inter- 
mountain Express Co.—Control and Merger—Union Transfer Co., for 
further hearing, copy of which is enclosed. The further hearing has 
now been held, and the report and recommended order of the hearing 
examiner will be served shortly. Somewhat similar matter is dis- 
cussed in Transcon Lines—Purchase—B & M Exp., Ine. (70 M.C.C. 
796), copy of which is also enclosed. However, that proceeding has 
been reopened for reconsideration by the Commission, and is still 
pending. A copy of the recent report of Division 4 in No. MC-F-6645, 
Continental Transportation Lines, Inc.—Control—Motor Age Transit 
Lines, Inc., decided October 29, 1958, is also enclosed as of possible 
interest in this connection. 


Sincerely yours, 
Howarp Freas, Chairman. 


InteRsTATE Commerce ComMISSsION 
No. MC-F-6199 ' 


PACIFIC INTERMOUNTAIN EXPRESS CO.—CONTROL AND 
MERGER—UNION TRANSFER CO. 
Decided February 26, 1958 


Proceedings reopened for further hearing to afford opportunity for the submission 
of additional evidence. 


David Axelrod, Edward W. Berol, A. S. Glikbarg, and M. M. 
Krupinsky for applicants. 

Robert J. Bernard, Erle W. Francis, Wyman C. Knapp, B. W. Ia 
Tourette, James F. Miller, and Francis J. Steinbrecher for protestants. 


REpPorT OF THE COMMISSION 


Drvision 4, Commissioners MitcHe.L, ARPAIA, AND WINCHELL 


By Division 4: 


Exceptions were filed by cevtain protestants to the report and order 
of the examiner recommending approval of the transactions, and 
applicants replied. 

n No. MC-F-6199, by a joint application filed February 9, 1956, 
as amended, Pacific Intermountain Express Co., of Oakland, C 
and Union Transfer Co., doing business as Union Freightways, 
Omaha, Nebr., herein called ‘Pacific Intermountain and Union, re 
spectively, seek authority under section 5 of the Interstate Commerce 
Act (1) for the acquisition by Pacific Intermountain of control of 


This report also embraces Finance Docket No. 19266, Pacific Intermountain Express Co.—Securitie&s 









































NINTH ANNUAL REPORT ON SMALL BUSINESS 45 


Union through the purchase of all its outstanding capital stock, and 
(2) for the merger into the former of the operating rights and property 
of the latter for ownership, management and operation. 

By a separate application in Finance Docket No. 19266, filed 
February 27, 1956, as amended, Pacific Intermountain seeks authorit 
under section 214 of the act (a) to issue to Henry Ogram, M. M. 
Krupinsky, and A. K. Longacre, in consideration for Union’s out- 
standing capital stock, 88,392 shares of its common capital stock, 
par value $2 per share, and (b) to assume, in connection with the 
merger, obligation in respect of the unpaid balance of $169,065 as of 
December 31, 1955, evidenced by four promissory notes of Union in 
the original aggregate principal amount of $296,000, with interest at 
not exceeding 5 percent per annum. No representation has been 
made by any State authority with respect to the latter application. 

A hearing has been held on a consolidated record, at which several 
motor common carriers * and class I rail carriers in western territory 
opposed the applications, and all presented evidence. Briefs were 

ie applicants and all protestants, except Watson, Little Audrey, 
and Midwest. 

Pacific Intermountain’s general commodity operations extend over 
regular routes from points on the Pacific Coast east to Chicago, IIl., 
and St. Louis, Mo., via Denver, Colo., and Kansas City, Mo. It 
also is authorized to transport household goods, (1) over regular 
routes, between Chicago and Denver, between Denver and St. Louis, 
and between Kansas City, Mo., and Wichita, Kans., and (2) over 
regular and irregular routes in limited areas in Washington, Oregon, 
Idaho, and Montana. 

Union’s general commodity regular-route operations are between 
Chicago and Denver, via Omaha, with routes extending from Omaha 
north to Minneapolis, Minn., and south of Kansas City and Salina, 
Kans. It also is authorized to transport household goods, over 
irregular routes, between points in Lancaster County, Nebr., on the 
one hand, and points in Iowa and Kansas, on the other, and between 
points in Nebraska, Iowa, Illinois, Minnesota, Colorado, and Wyoming. 

Under an agreement of November 26, 1955, as amended and supple- 
mented, Pacific Intermountain would issue to Ogram, Krupinsky, 
and Longacre 88,392 shares of its $2 par value common ca ital stock 
in exchange for all of Union’s outstanding preferred and common 
capital stock. Concurrently with the purchase of the stock, Union’s 
assets and liabilities would be merged into Pacific Intermountain and 
its corporate existence would be terminated. The agreement also 

rovides that Intermountain Terminal Company, herein called 

erminal Company, & noncarrier corporation controlled through 
stock ownership by Pacific Intermountain and engaged in leasing 
terminal properties to it, would lease for 10 years at an aggregate 
annual rental of $40,000 certain terminal properties used by Union 
and owned by its stockholders and the Henry Ogram Company and, 
in turn, would sublease the properties to Pacific Intermountain at the 
same rental. 

Pacific Intermountain and its affiliate, Orange Transportation Co., 
Inc., operate over an aggregate of about 17,614 route miles, and Union 

1 Watson Bros., Transportation Co., Ine., Little Audrey’s Transportation Company, Inc, Santa Fe 
PRS corte rienced Made eeeaaeey eet ae ena nee 


.» Inc., Aero Mayfiower Transit Com: Bekins Van Pines Co Greyvan Lines, Inc., National Van 
Lines, Ine., North American Van Lanes, tne end Republic Van & Storage Co., Inc. 
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over approximately 6,076 route miles. Highway duplications of 
applicants are minor, consisting of segments between Cheyenne, 


yo., and Denver, about 103 miles, and between Salina and St, 
Joseph Mo., via Kansas City, about 228 miles. Over the first seg- 
ment, Pacific Intermountain may not pick up shipments at Denver 
destined for delivery at Cheyenne. In addition, and although oper- 
ating over different highways, applicants eompete between Chena 
on the one hand, and, on the other, principally Kansas City, Denver, 
and Cheyenne. The largest additional point which Pacific Inter- 
mountain would serve as a result of the merger would be Minneapolis, 
Numerous motor carriers presently compete between all of the princi- 
pal points. 

Exceptions to the examiner’s report were filed separately by Watson, 
Little Audrey, and Allied, and joimtly by Santa Fe and the rail carriers, 
Of the motor carrier protestants, Watson and Santa Fe transport 
principally general commodities over regular routes. Little Audrey 
and Midwest transport principally frozen foods and dairy and packing- 
house products over irregular routes. The other eight motor carrier 
protestants transport household goods over irregular routes. 

Watson contends that, under the unified rights, Pacific Inter- 
mountain would provide single-line service in competition with it 
between points which applicants presently serve in joint-line operations 
that it has adequate facilities to provide service in the consider 
territory and the additional single-line service would alter the present 
competitive picture in the area inyolved, that the examiner failed to 
give due consideration to existing facilities in the area involved, and 
that under the unified operations it would stand to lose a considerable 
volume of transcontinental traffic, the only type showing a profit, and 
fa gain a considerable volume of short-line traffic, which is costly to 

andle. 

Santa Fe, a wholly owned subsidiary of the Atchison, Topeka and 
Santa Fe Railway Company, represents that operations by Pacific 
Intermountain under the unified rights would impair its operations 
between Omaha, Topeka, Salina, and Wichita, to the extent that 
such operations would not be profitable. In their exceptions, Santa Fe 
and the rail carriers contend principally that the examiner erred in 
finding that Union performs an active service at authorized Kansas 
points, and in finding that applicants had transported a substantial 
volume of perishable traffic. 

Little Audrey and Midwest oppose the application only with respect 
to the transportation by Pacific Intermountain under the unified 
rights of commodities requiring refrigeration. Little Audrey con- 
tends that applicants, in joint-line operations to and from points in 
their respective territories, have transported but. a negligible volume 
of meats, meat products and meat byproducts westbound to Cali- 
fornia points and frozen foods in the reverse direction; and that 
single-line operations of Pacific Intermountain under the unified rights 
would be an entirely new service which would divert from it an 
appreciable amount of traffic to its detriment. It and Midwest 
represent they have not experienced any competition from applicants’ 
joint-line operations and that they are willing and able to transport 
additional traffic. In the event the transaction is approved, they ask 
that the unified rights be restricted to prohibit the transportation of 
commodities requiring refrigeration. 
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The eight household gpa carriers last named in footnote 2 oppose 
the application only with respect to the acquisition of Union’s house- 
hold goods authority by Pacific Intermountain and to the transporta- 
tion by it of household goods under the unified rights. Allied, the 
only one of the eight household goods carriers filing exceptions to the 
examiner’s report, contends that Union’s nonradial household goods 
rights are, for all practical purposes, dormant, its operations having 
been restricted to radial movements between Nebraska points, on the 
one hand, and points in other authorized States, on the other; that 
Pacific Intermountain does not now transport uncrated household 
goods and, under the unified rights, would conduct an entirely new 
service different from that which applicants singly or in combination 
have rendered; that such a new service would substantially affect 
competition; and that, if the applications are approved, a condition 
should be imposed modifying the rights acquired so as to permit the 
transportation of household goods only between points in Nebraska 
on the one hand, and points in Iowa, Minnesota, Colorado, and 
Wyoming, on the other, and all other household goods authority 
should be canceled. 

In passing upon transactions subject to section 5, it must be borne 
in mind that applicants have the burden of proving that such trans- 
actions will be consistent with the public interest. Among other 
things, we are required to give consideration to the effect which a 
proposed transaction will have upon competing carriers and adequate 
transportation service to the public. In 1950, when Congress 
amended section 7 of The Clayton Act, it did so to restore its effec- 
tiveness in the struggle to maintain competitive conditions in our 
economy, and an examination of its legislative history discloses a 
clear intent to assert potential harm to competition as a test of 
legality under the amended section. The test to be applied by us to 
proposed acquisitions and mergers was laid down in McLean Truck- 
ung Co. v. U.S., 321 U.S. 67, where, at page 86, the Court said: 

“Congress however neither has made the antitrust laws wholly 
inapplicable to the transportation industry nor has authorized the 
Commission in passing on a proposed merger to ignore their policy. 
* * * The preservation of independent and competing motor carriers 
unquestionably has bearing on the achievement of those ends. 
Hence, the fact that the carriers participating in a properly author- 
ized consolidation may obtain immunity from prosecution under the 
antitrust laws in no sense relieves the Commission of its duty, as an 
administrative matter, to consider the effect of the merger on com- 
petitors and on the general competitive situation in the industry in 
the light of the objectives of the national transportation policy.” 

Although numerous carriers operate within the area affected by 
this merger, applicants have offered no evidence showing the possible 
effect which it will have on the present traffic pattern of those carriers. 
Applicants have not even identified the carriers which, in 1954 and 
1955, according to the record, interlined 702,651,566 pounds of freight 
with Union, to wit, 95.4 percent of its total interline traffic, and we 
are left entirely on conjecture as to the ible effect the transaction 
om er have on them. Nor has Pacific Intermountain disclosed what 
volume of traffic, if any, it has interlined with other carriers ee 
to and from points served by Union, and whether the pattern woul 
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be changed to the detriment of existing carriers. During 1954 and 
1955, the amount of traffic interlined between Pacific Intermountain 
and Union comprised only 4.6 percent of the total interline tonnage of 
Pacific Intermountain, an insignificant amount, considering the size 
of these carriers. 

The serious responsibility which the Congress has imposed upon us 
in these proceedings cannot be properly discharged upon records such 
as this, which is so lacking in essential facts to permit us to make the 
required statutory findings intelligently. Nor are we relieved of this 
responsibility by the fact that many of the competing carriers re- 
frained from intervening and introducing evidence. it that were 
true, monopolies could develop merely from inaction by competing 
carriers, and applications would be granted by default. The burden 
is upon applicants to submit the necessary evidence, which has not 
been done here, particularly in respect of the possible effect upon 
cpmpeting: carriers. For example, the record is devoid of evidence 
showing the extent to which the additional long-haul through service 
from Chicago, Minneapolis, and St. Paul to the west coast by Pacific 
Intermountain might reduce the opportunities for balance between 
short-haul and long-haul traffic of the numerous carriers serving the 
same territory, thereby substantially lessening their opportunity to 
maintain presently satisfactory service to the public. 

Th» time has come when the carriers and the public should be put 
on notice that this Commission expects applicants in section 5 pro- 
ceedings to support their percent in Keeping with the legislative 
standards as ieee y the Supreme Court, summarized in 
McLean Trucking Co. v. U.S. supra, at page 87, as follows: 


“In short, the Commission must estimate the scope and appraise 


the effects of the curtailment of competition which will rabalt from 
the penposet consolidation and consider them along with the advan- 
i 


tages of improved service, safer operation, lower costs, etc., to deter- 
mine whether the consolidation will assist in effectuating the over-all 
transportation policy. Renee these considerations is a complex 
task which requires extensive facilities, expert judgment and consider- 
able knowledge of the transportation industry. Congress left that 
task to the Commission ‘to the end that the wisdom and experience 
of that Commission may be used not only in connection with this 
form of transportation, but in its coordination of all other forms.’ ” 

The present record is wholly deficient in facts which would permit 
us to give consideration to, and make a proper determination of, the 
question as to the effect which the proposed transaction will have 
upon adequate transportation service to the public, including, par- 
ticularly, the effect upon competing carriers. Accordingly, no con- 
sideration will be given, or determination made, as to other issues 
involved at this time, and an order will be entered reopening the 
proceedings for further hearing. 

An appropriate order will be entered. 
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ORDER 


At a Session of the INTERSTATE COMMERCE COMMISSION, Division 4, 
held at its office in Washington, D.C., on the 26th day of February, A.D. 


1958, 
No. MC-F-6199 


PACIFIC INTERMOUNTAIN EXPRESS CO.—CONTROL AND 
MERGER—UNION TRANSFER CO. 


Finance Docker No. 19266 
PACIFIC INTERMOUNTAIN EXPRESS CO.—SECURITIES 


Investigation of the matters and taings involved in these proceed- 
ings having been made, and said division on the date hereof, havi 
made and filed a report herein containing its findings of fact an 
conclusions thereon, which report, and the report of the examiner are 
hereby made a part hereof: 

It is ordered, That the proceedings be, and they are hereby, reopened 
for further hearing at a time and place hereinafter to be fixed. 

By the Commission, division 4. 


(SEAL) Harotp D. McCoy, Secretary. 


Interstate Commerce ComMISsION 
No. MC-F-6388 * 


TRANSCON LINES—PURCHASE—B & M EXPRESS, INC. 


Decided January 10, 1958 


1. Application of Transcon Lines for authority to purchase the operating rights 
and certain property of B & M Express, Inc., and of Scribner Birlenbach for 


authority to —t control of the operating rights and property through the 
purchase, deni 


2. Application of Transeon Lines for authority to issue (a) 20,000 shares of its 
$2.50 par value common stock, and (b) its unsecured 6-percent promissory 
note in the aggregate principal amount not exceeding $255,594, denied. 


Floyd M. Baird, Maurice F. Bishop, Wentworth E. Griffin, and Lee 
Reeder for applicants. 
Judson Harwood, Walter Harwood and Ed White for protestants. 


Report OF THE COMMISSION 
Drviston 4, Commissioners MircHEeit, ARPAIA, AND WINCHELL 


By Diviston 4: 


Exceptions were filed by the rail carrier protestants to the report 
and order recommended by the examiner, and applicants replied. 
Our conclusions differ from those of the examiner. 

Transcon Lines of Los Angeles, Calif., and B & M Express, Inc., 
of Birmingham, Ala., herein called Transcon and B & M, respectively, 
by a joint application in No. MC-F-6388, filed September 7, 1956, 
seek authority under section 5 of the Interstate Commerce Act for 


*This report embraces Finance Docket No. 19482, Transcon Lines—Issuance of Securities, 
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the nes by the former of the operating rights and certain property 
of the latter for $1,046,800, subject to reduction by depreciation on 
the tangible property to be acquired at the rate of $10,004 a month 
to the date of consummation. In the same application, Scribner 
Birlenbach, of Los Angeles, who exercises cmaed i Transcon, seeks 
authority under the same section to acquire concurrent control of the 
operating rights and property involved through the transaction. 
By separate application in Finance Docket No. 19482, also filed 
September 7, 1956, Transcon seeks authority under section 214 of 
_the act to issue (a) 10,000 shares of its $5 par value common stock? 
at an agreed value of $30 per share ($300,000) and (b) its unsecured 
6-percent promissory note in the aggregate principal amount not 
exceeding $255,594, as part of the consideration to be paid in the 
transaction. No representation was made by any State authority in 
connection with the latter application. Transcon operates in excess 
of 20 motor vehicles. 

The applications originally were assigned for ae under modi- 
fied procedure, without oral hearing, on a record developed through 
affidavits of witnesses for applicants and protestants, Hoover Motor 
Express Company, Inc., and Class I Rail Carriers in Southwestern 
Freight Bureau Territory and in western trunkline territory, and the 
Pacific Southwest Railroad Association. By order of April 4, 1957, 
the proceedings were assigned for hearing before an examiner solely 
to afford protestants an opportunity to cross-examine applicants’ 
witnesses. Hearing has been held. Briefs were filed by applicants 
and the rail carriers. 

The examiner recommended a grovel of both applications, finding 
that the unification would alte Transcon to eliminate existing 
interchange delays, to serve the public more efficiently by providing 
single-line service, to offer single-ownership responsibility, and that the 


traffic and revenues of connecting carriers should not be adversely 
affected. In his report the examiner stated that under the terms of 
employment agreements annexed to the purchase agreement, Transcon 
would hire the two principal stockholders of B & M and their wives at 
the same oer they now receive from B & M of $25,000 and $3,500 


a year for each husband and wife, respectively, to the end that it 
might receive the ultimate value of goodwill incident to the business of 
B & M. The agreements actually errs however, only for the 
employment of C. D. Deaton, Sr., whose present salary is $50,000 a 
year, at a salary of $25,000 for the first yea $20,000 the second year, 
$15,000 the third year, and $10,000 each the fourth and fifth years, 
and of C. D. Deaton, Jr., whose present salary is $25,000 a year at 
the same salary for three years. eir salaries would be payable in 
semimonthly installments and would be discontinued, with no further 
liability to Transcon, in the event either of the Deatons should 
become permanently incapable of performing any service, In all 
other respects, the findings of fact in the examiner’s report are adopted 
as our own and will not be restated herein. 
2 By petition filed September 5, 1957, in Finance Docket No..19482, Transcon states that 

it has pending another application in Finance Docket No. 19868 under section 214 for 
_ authority to effect a two-for-one split in its capital stock which if granted, would necessi- 
tate issuing 20,000 shares of its $2.50 par value common stock in lieu of the 10,000 shares 
$5 par value eapital stock, and it seeks to amend the application accordingly. By order 
entered September 26, 1957, the application in the latter docket was approved. The ti- 


tion is granted and the application in Finance Docket No. 19482 will be conside 30 
amended. ; 


as wea mov em Matin? eae fe a 
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- Protestants contend in their exceptions that the proposed unified 
operations would result in a virtual coast-to-coast service and present 
a real threat to smaller competing carriers; that as a result of the 
transaction Transcon would increase its tangible property account by 
$417,993; that it has two other applications pending under section 5 to 
purchase operating rights only from other carriers for $175,000 and 
$215,000; and that the amounts which would be added to its tangible 
property account as a result of those applications should be con- 
sidered in deciding the instant application. They argue that con- 
summation of the transaction would not result in any improvement 
in service; that applicants on have bulit up longhaul traffic 
through single-line solicitation to the detriment of existing carriers; 
that B & M is a very successful carrier and no need has been shown for 
the proposed integrated service by Transcon; that there is no conclu- 
sive evidence that the delay caused by the joint-line service would be 
eliminated under the unified rights as found by the examiner; and that 
no actual benefits would accrue to the public to offset the detriment to 
competing carriers. They suggest that we scrutinize closely Trans- 
con’s program of coast-to-coast expansion and the “skimming” type of 
service being rendered.' They state that their position is the same as 
that which the ued in Pacific Intermountain Exp. Co.—Control and 
Purchase, 57 Co. 341 and 467, and requested that we take judicial 


notice of their contentions in that proceeding as summarized in the 
reports therein. 

In their reply, applicants contend that protestants’ exceptions do 
not conform to section 1.96 of the General Rules of Practice in that 
the points relied upon have not been stated or numbered separately 
and move that the exceptions be rejected. They 7 that pro- 

0 


testants overlook the real point, namely, the problem & M caused 
by increased costs; that the purpose of the transaction is to improve 
service, and even accepting protestants’ estimate of $110,528, as the 
increase in Transcon’s net income after provision for income taxes 
as a result of the transaction, instead of applicants’ estimate of 
$114,117, the return would not be insignificant on an investment of 
$926,750; that there is no evidence that Transcon is “skimming” off 
the best traffic, that it is not rendering a full service or that the rail 
carriers have been jeopardized by long-haul operations of motor 
earriers; and that the rail carriers introduced no evidence of transit 
time to permit a comparison with Transcon’s service. As protestants 
exceptions are clear and understandable, the motion is overruled and 
exceptions and arguments will be considered. Such action, however, 
is not to be construed as controlling any future failure to observe the 
rules necessary to good practice. Baggett Transp. Co.—Purchase— 
Hunt Freight Lines, Inc., 70 M.C.C. 169. 

Applicants are both financially strong carriers and in no way 
dependent upon each other for their successful operations. Over the 
past several years, B & M has had an average operating ratio of about 
91.5 and in three of those years its operating ratio was less than 90. 
Under the proposed plan, its routes would be maintained as a separate 
division of Transcon and its operations in the territory between 
Memphis and Atlanta would be conducted substantially as at present. 
Truckload traffic moving between points on Transcon’s routes and 
routes of B&M presently move directly to destination without 
breaking bulk at Memphis and would continue to be so transported 
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if the application is approved. Less truckload shipments, however, 
are now oi HET interchanged at Memphis and would continue to 
be so handled if the ine are unified. No change in service or 
delivery time would result from combining applicants’ operations and 
no savings would be effected by Transcon under the rights, if unified. 
Its giving-effect income statement for the first four months of 1957 
shows that unified operations would produce net income, after pro- 
vision for income taxes, in an amount $1,196 less than that realized 
from the operations separately conducted. 

_ Approval of this transaction would permit Transcon to operate in 
territory a between California points and Atlanta and to 
provide substantially a coast-to-coast service. The shipper witnesses 
support the application primarily on the grounds that operations by 
Transcon under the unified rights would make for single-line responsi- 
bility in the tracing of claims, eliminate the rehandling of shipments 
at Memphis and improve transit time. Their testimony, however, is 
in direct contradiction to the testimony of applicants’ operating wit« 
nesses that there would be no elimination of interchange and no 
improvement in service. 

e are asked to approve the application because of vender’s 
desire to be relieved of its common carrier obligations due to increased 
operating costs, of vendee’s desire to render a single-line service be- 
tween California points and Atlanta, and the desire of shipper for 
single-line responsibility. While those are all matters properly to be 
considered in passing upon the merits of an application under section 
5, standing alone, they do not support applicants’ burden of proving 
that the transaction would be consistent with the public interest, 
Among other deficiencies, there is here no evidence showing that the 
transaction, if consummated; would result in improved service to the 
shipping public and that it would not adversely affect the services of 
competing carriers. Applicants do not even claim that there would 
be any real benefit to the shipping public, or that there would be more 
economical or efficient operations. The evidence shows that service 
would remain substantiallyithe same as at present, and that the single- 
line operations actually would result in less rofit than the separate 
operations have produced. .The evidence shows that shippers 

enerally are satisfied with applicants joint-line operations and, in the 
face of the testimony of applicants’ operating witnesses as to the man- 
ner in which operations would be conducted in the event of approval 
and consummation of the transaction, their testimony is of little 
value in establishing a need for the integrated operations. 

We find that the transactions has not been shown to be consistent 
with the public interest and that the applications, accordingly; 
should be denied. 

An appropriate order will be entered. 

Commissioner Mircueut did not participate in the disposition of 
these proceedings. 
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ORDER 


At a Session of the INTERSTATE COMMERCE COMMISSION, Division 4, 
held at its office in Washington, D.C., on the 10th day of January, A.D, 1958. 


No. MC-F-6388 
TRANSCON LINES—PURCHASE—B & M EXPRESS, INC, 


Finance Docket No. 19482 
TRANSCON LINES—ISSUANCE OF SECURITIES 


Investigation of the matters and things involved in these proceed- 
ings having been made, and said division, on the date hereof, having 
made. and filed a report herein containing its findings of fact and con- 
clusions thereon, which report and the examiner’s report are hereby 
made a part hereof: 

It is ordered, That the applications be, and they are hereby, denied. 

By the Commission, Division 4. 


[szau} Harotpy D. McCoy, Secretary. 


INTERSTATE COMMERCE COMMISSION 
No. MC-F-6645 ! 


CONTINENTAL TRANSPORTATION LINES, INC.—CON- 
TROL—MOTOR AGE TRANSIT LINES, INC. 


Decided October 29, 1958 


1, Acquisition by Continental Transportation Lines, Inc., of control of Motor 
Age Transit Lines, Inc., through purchase of its capital stock, and, in turn, 
by Milton E. and Ruth K. Harris, through such acquisition, approved and 
authorized, subject to conditions. 


2. Authority granted Continental Transportation Lines, Inc., to issue promissory 
notes in aggregate principal amount not exceeding $38,316. 
Robert H. Shertz for applicants, 
G. Donald Bullock, Samuel P. Delisi, Louis E. Smith, John A. 
Vuono, and Henry M. Wich, Jr., for protestants. 


Report oF THE ComMISsION 
Drviston 4, Commissioners Mircuett, ArPAIA, AND McPHERson 


By Drviston 4: 


Exceptions to the report and order recommended by the examiner 
were filed jointly by certain protestants,? and applicants replied. 
Continental Transportation Lines, Inc., of McKees Rocks, Pa., 
herein called Continental, by an application filed July 18, 1957, in 
No. MC-F-6645, as drbonided and supplemented, seeks authority 
under section 5 of the Interstate Commerce Act to acquire control 
of Motor Age Transit Lines, Inc., of Buffalo, N.Y., herein called 
! This wert embraces Finance Docket No. 19887, Continental Ine.—Notes 


Transportation Lines, be 
? Lyons ion Co., Motor Express, Inc., Valley Freight Lines, Inc., Eazor Express, Inc., and 
Herriott Trucking Company, ine., herein called Lyons, Express, Valley, Eazor, and Herriott, respectively. 
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Transit, irongh urchase of its outstanding capital stock. Milton 
E. and Ruth K. Harris, also of McKees Rocks, who are represented 
as being in control of Continental, seek authority under the same 
section to acquire concurrent control of Transit through the purchase, 
By a second application filed August 16, 1957, in Finance Docket No. 
19887, Continental seeks authority under section 214 of the act to 
issue in connection with the purchase three unsecured promissory 
notes in aggregate principal amount not exceeding $75,000, beari 
interest at 3 percent per annum and payable in three annual install- 
ments. No objection to the application in Finance Docket No. 
19980, has been offered. L 
The applications have been handled without oral hearing on a 
record developed through the filing of sworn statements on behalf 
of Continental, Transit and protestants, The facts relating to the 
operations of the two carriers just named and the protestants, the terms 
the transaction, the financial condition of Continental and Transit, 
and the terms on which Continental would issue its securities are set 
out in the examiner’s report and are adopted as our own without 
being restated except, to the extent necessary for clarity. Conti- 
nental operates in excess of 20 motor vehicles. e 
Pursuant to authority granted under section 210a(b), on August 9, 
1957, as extended by order of January 15, 1958, Continental, on 
September 1, 1957, assumed temporary control of Transit through 
management, pending final determination of the section 5 application. 
Continental operates in interstate or foreign commerce as a motor 
cemmon carrier of general commodities, with exceptions, over regular 
routes, traversing Ohio, Pennsylvania, Maryland, New Jersey, New 
York, West Virginia, and the District of Colpmbia, including over 


routes radiating from Pittsburgh, Pa., west to Cincinnati, Dayton, 
Columbus, Mansfield, and Cleveland, Ohio, and east to New ork, 


N.Y.; Philadelphia, Pa., and Baltimore, Md., serving numerous inter- 
mediate and off-route points including those within.35 miles of 
Pittsburgh. Transit is authorized to conduct similar operations over 


regular routes, between Niagara Falls and Buffalo, N.Y.; between. 


Buffalo and Pittsburgh over various combinations of routes, and 
between Pittsburgh and Washington, Pa., serving all intermediate 
and specified off-route points including those in Allegheny and 
Westmoreland ‘Counties, Pa. The operations.of the two carriers are 
generally complementary. af 

Under the agreement, Continental would purchase all of Transit’s 
outstanding common capital stock for $100,000, based on a net worth 
of $8,436 as of May.31, 1957, the exact amount to be determined 
upon assumption of control, either under temporary or permanent 
authority. As indicated, Continental assumed temporary control 
through, management on September 1, 1957, at which time Transit’s 
net worth position had declined to a debit balance of $41,247, or a 
decrease of, $49,684. Deducting this amount, as provided in the 
agreement, leaves $50,316 as the purchase price which would be paid 
$12,000 on date of settlement to take place within 15 days following 
final approval of the transaction, and the balance of $38,316 is to be 
evidenced by 3 promissory notes of $12,000, $12,000 and $14,318, 
bearing 3 percent interest per annum, and payable 1, 2 and 3 years, 
respectively, from the date of final settlement. It is stated that the 
above terms of payment are covered by a supplemental agreement 
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attached to the verified statement of one Milton Harris, but the 

eement was not furnished. .The parties will be required to fur- 
nish a copy of such supplemental agreement prior to or concurrently 
with their notice of consummation of the purchase. 

In recommending approval of the transaction, the examiner found 
that Transit has been in continuous operation, and that although it 
had not interlined with Continental in the past as it would in the 
future and thereby provide a different service, a showing of need there- 
for was not necessary. He noted in this same connection that the 
Commission’s various requirements concerning interline movements, 
such as the observation of gateways, as between wholly independent 
carriers would apply to Transit and Continental despite their affilia- 
tion, citing MeLean Trucking Co.—Control—Carolina Motor Exp. 
Lines, 70 M.C.C. 279, herein called the MeLean case. He also found 
that the evidence presented by protestants concerning their revenues 
derived from transportation performed in the affected area will not 
support a finding that such operations in recent years have been other 
than prosperous, or that their ability to continue providing an ade- 
quate service to the public would be impaired materially were Con- 
tinental to assume control of Transit, 

In their exceptions, protestants argue that the examiner has failed 
to give sufficient consideration to the fact that in the past Transit 
has not participated with Continental, or any other carrier, in the 
movement of traffic between points on its own routes and those on 
Continental’s routes, whereas, followmg consummation, an entirely 
new and different service will be provided between the two areas for 
which no public need has been shown, citing Sheins Express—Pur- 
chase—Central Jersey Motor Lines, Inc., 59 M.C.C. 534. They 
assert that an abstract of Transit’s shipments shows that 60 percent of 
its interline traffic moved to.northern New York or Canadian points, 
and that of the remaining 40 percent a large part moved to West 
Virginia points not served by Continental, some to western Pennsyl- 
vania communities, and oneshipment to Marietta, Ohio, near the Ohio- 
Pennsylvania State line; and that no shipments are shown as having 
moved to or from points on Continental’s line. They also object to 
his failure to accord weight to statistical data presented by them which 
shows that they would experience a substantial loss of tonnage and 
revenue, especially excepting to his findings that the burden is on 
protestants to show that consummation of the transaction would affect. 
them and would impair their service to the public. 

Protestants state that the Commission has declined to approve also 
mergers and, acquisitions of control upon the grounds that a new 
service would result without a showing of public need. They cite 
several cases, including Damd H. Ratner—Control—Tompkins Motor 
Lines, Inc., 70 M.C.C, 251, herein called the Ratner case, wherein it 
was found that the burden is upon the applicant to show that the 
new coordinated interline service contemplated by Tompkins and 
Hayes Freight Lines, with which it would have been brought under 
common control, would meet. a public need and would be consistent 
with the public interest. They urge that in the light of the Rainer 
ease and others, it is necessary that a need be shown for new service 
resulting from common control of two or more carriers, and the 
abstract of shipments presented by the parties serves to document 
the new service feature — which public need must beshown. Finally, 
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it is alleged that although the statute imposes upon this Commission 
the duty of considering all factors affecting public interest, includi 
the effect on competitive carriers, the burden nevertheless rests wit 
the applicants to present evidence respecting such possible adverse 
effect on competitors, it having been stated in this latter connection 
in Pacific Intermountain Erpress Co.—Control. and Merger—Union 
Transfer Co., 75 M.C.C. 55, herein called the PIE-Union case, 
decided February 26, 1958, as follows: 

“The serious responsibility which the congress has imposed upon 
us in these proceedings cannot be properly discharged upon records 
such as this which is so lacking in essential facts to permit us to make 
the required statutory findings intelligently. * * * The burden is 
upon applicants to submit the necessary evidence, which has not 
been done here, particularly in respect of the possible effect upon 
corapeting carriers.” 

They assert that notwithstanding such decision, the examiner has 
shifted the burden of proof and found the transaction consistent with 
the public interest on a record devoid of such evidence. 

In their reply, applicants assert that Transit’s operation, considered 
as a whole, has been active as evidenced by the volume transported 
during the one month of April, 1958, of which about one-fourth of 
the shipments were interlined at Buffalo, Pittsburgh and Beaver 
Falls, in and of itself indicating public need for a continuance of the 
operation. It is urged that the McLean case, supra, on which the 
examiner primarily relies, involved practically the identical factual 
situation as here, and also that substantially the same arguments in 
opposition to approving the transaction were advanced by the 
protestants there of record. As to the various cases relied upon by 
protestants here, applicants argue that there were additional reasons 
prompting the denial; for example, in the Ratner case, supra, it 
involved a revitalization of operations under rights which has not 
been used actively and for which no need had been shown. 

Applicants urge that the interline service pro by Transit in 
conjunction with Continental would be of no real competitive signifi- 
cance to the protestants because of the circuitous movements in- 
volved, for example, between the Buffalo-Erie area and the Cleveland- 
Akron-Canton areas via Pittsburgh, whereas Lyons and Valley have 
the direct routes, and between the Buffalo-Erie areas and the New 
York, Baltimore, Philadelphia, and New Jersey areas via Pittsburgh, 
whereas other carriers have more direct routes. Applicants cite 
numerous cases in su of their views and take the position that 
the application should be approved in the absence of a showing by the 
protestants of material adverse effect should the transaction be 
consummated. It is pointed out that the Commission has stated in 
numerous cases that where protestants are substantial and well 
established in an area, and their revenues have been increasing, they 
should be able to withstand the impact of a new service if they meet 
other standards demanded by the shipping public; and that while 
they might lose some traffic as a result of the new service, such loss 
would not be so substantial as to disrupt the competitive balance 
in the area or impair their ability to fulfill their common carrier 
obligations. 

No question is presented here whether Transit has been in active 
operation as a carrier, hence to the extent that such services would be 
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continued under Continental’s control, no new competition would 
result from the transaction, nor does it necessarily follow that a new 
service in the future would result from Continental’s control. As 
pointed out in the McLean case, requirements governing interchange 
of traffic between nonaffiliated carriers apply as well to affiliated 
carriers. In determining whether the transaction would be consistent 
with the public interest, we must accord serious consideration to the 
effect which a closely coordinated operation would have on the 
protestants who here have had eer to present their evidence, 
and weighing such evidence with the evidence of applicants, we are 
of the opinion that, contrary to the situation existing in the PJE-Union 
case, this record is not deficient in facts enabling us to make a proper 
determination of the effect which the proposed transaction would have 
upon adequate service to the public; including the effect upon com- 
peting carriers. 

Of the several protestants joining in the exceptions, Lyons and Ex- 
press have direct routes between Buffalo and Cleveland, yet less than 
one-half and one-third of their gross revenues appear to be derived 
from operations conducted in the area. The routes they traverse ag- 

egate about 190 miles, compared to the combination Continental- 
Fransit routes via Pittsburgh of about 285 miles. Therefore, in 
addition to the latter carriers’ being required to observe the two-line 
nature of their service, they would also have to operate an excess of 
95 miles, making it difficult to match the operations of these two 
protestants both from the standpoint of time in transit and cost of 
performing the service. Of the exceptions, only Lyons’ financial data 
of record 1s sufficiently comprehensive to determine whether its oper- 
ations have been profitable, although it’ is contemplated that all 
parties to a proceeding, regardless of where the burden of proof rests, 
will aid in the disposition of the issues by making available all perti- 
nent facts within their knowledge. Lyons had earnings aggregating 
about 6 million dollars and an operating ratio of 93.9 Sorin the first 
9 months of 1957. Express, during the same period, had gross 
revenues of about 3.8 million dollars, or some $600,000 less than for 
the corresponding period in the prior year, although generally its 
annual gross revenues have increased since 1952. Valley has been 
serving the Buffalo area to and from Ohio and other more westerly 
polnte only since 1956, and from 1952 to 1956 its tonnage and revenues 

ave increased from 73,000 tons and: $976,000 to 112,000 tons and 
$1,655,000. Eazor, which is interested in: movements between the 
Buffalo-Erie area and the East, and also between Buffalo and Pitts- 
burgh, is well established in Transit’s area and its overall revenues 
have increased from somewhat less than 2 million dollars in 1952 to 
over 6 million dollars in 1956. Its income from transportation per- 
formed between Pittsburgh and Buffalo during the first 6 months of 
1957 aggregated about $535,000, but it should be observed that 
competition by Transit as to those movements would remain the 
same whether this transaction is approved or disapproved. Eazor’s 
operations between points on Transit’s routes and points in the New 

ork City area are also handicapped by the circuitous movements 
required through Pittsburgh. In any event, the record indicates that 
onl a small percentage of Eazor’s gross revenues are derived from 
such movements. Eazor likewise has been able to increase its gross 
revenues from 1.9 million dollars in 1952 to 6.4 million dollars in 1956. 
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Herriott’s traffic directly affected by this transaction, namely, be- 
tween Buffalo and Ohio-West wy et points, constituted oa 4.3 
percent of its total volume during the 3-month period ended October 
31, 1957, whereas its Buffalo-Pittsburgh volume during the same 
period was 8.5 percent. As stated in connection with Eazor from a 
competitive standpoint there would be no change as to this latter. 
trafic were Continental to acquire control of Transit. Herriott’s 
tonnage and revenues incr from 125,000 tons and 2.4 million 
dollars in 1952, to 161,000 tons and 3.4 million dollars in 1956. 

From the foregoing, it is readily apparent that all of the exceptants 
are substantial operators, and, although we are unable to determine 
from this record whether the operations of four of them have been 
profitable, they generally have been able to steadily increase their 
volume sales since 1952. The loss in tonnage by Express antedates 
the date on which Continental assumed temporary control of Transit 
through management and cannot be attributed fairly to that arrange- 
ment, also again bearing in mind that less than one-third of its busi-: 
ness involves movements in Transit’s territory. In any event, there 
is no basis. provided in this record for concluding that exceptants’ 
overall operations have been other than profitable, or that Transit’s 
enaiieeat operations, under Continental’s control, would be likely to 
so seriously affect those operations as to require a curtailment in their 
present services. On the other hand, the transaction, if consummated, 
will directly result in compensatory benefits to the public by assuring 


the continuance on a stronger financial basis of a service which has 
been used extensively in the past. In the absence of concrete evi- 
dence indicating real harm to these protestants should the instant 
transaction be approved and consummated, it would be undesirable 
in the public interest to ene shippers of this improved service. 

y 


Continental, as previously indicated, would issue three unsecured 
notes in aggregate principal amount of $38,316 in connection with the 
transaction, As of March 31, 1957, it had a capitalization of 
$1,875,052 composed of equipment and other long-term obligations, 
$925,052, and capital stock, $950,000, or much less than the $2,233,176 
depreciated book value of its tan ible property alone, The increase 
in its fixed charges resulting from the transaction and issuance of the 
notes would not be contrary to the public interest. Continental 
prefers to amortize over 3 years the amount by which the amount 
paid for Transit’s stock exceeds its book value, exclusive of intangibles 
as of the date of consummation. As provided by the examiner and 
for the reasons he stated, our findings will be conditioned to provide 
that the amount of the excess be written off immediately. No em- 
ployees would appear to be adversely affected by the transaction. 

We find, in No. MC-F-6645, that the acquisition by Continental 
Transportation Lines, Inc., of control of Motor Age Transit Lines, 
Ine., through purchase of its capital stock, and, in turn, by Milton E. 
and Ruth K. Harris, through such acquisition of control by Conti- 
nental Transportation Lines, Inc., upon the terms and conditions 
above set forth and in the examiner’s report, which terms and con- 
ditions are found to be just and reasonable, constitute a transaction 
within the scope of section 5(2)(a), and will be consistent with the 
public interest; provided, however, that, if the authority herein granted 
is exercised, Continental Transportation Lines, Inc., shall immedi~- 
ately write off the amount by which the amount recorded in its 
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“Investments and Advances—Affiliated Companies” account for the 
capital stock of Motor Age Transit Lines, Inc., exceeds the book value 
thereof, exclusive of intangibles, as of the date of consummation; and 
provided further, that Continental Transportation Lines, Inc., shall 
file a verified copy of the amended agreement prior to or with its 
notice of consummation as required by our order herein. 

We further find, in Finance Docket No. 19887, that issuance by 
Continental Transportation Lines, Inc., of three unsecured promissory 
notes in aggregate principal amount not exceeding $38,316, bearing 
simple interest at not exceeding 3 percent per annum, upon the terms 
and conditions and for the purpose previously set forth (a) is for a 
lawful object within its corporate purposes and compatible with the 
public interest, which is necessary and appropriate for, and consistent 
with, the proper performance by it of service to the public as a common 
carrier, and which will not impair its ability to perform that service, 
and (b) is reasonably necessary and appropriate for such purpose. 

An appropriate order will be entatel 

Commissioner Arpaia was necessarily absent, and did not partici- 
pate in the disposition of these proceedings. 


OrDER 


At a Session of the INTERSTATE COMMERCE COMMISSION, Division 4, 
held at its office in Washington, D.C., on the 29th day of October, A.D. 1958. 


No. MC-F-6645 


CONTINENTAL TRANSPORTATION LINES, INC.—CONTROL—MOTOR 
AGE TRANSIT LINES, INC. 


Finance Docket No. 19887 
CONTINENTAL TRANSPORTATION LINES, INC.—NOTES 


Investigation of the matters and things involved in these proceed- 
ings having been made, and said division, on the date hereof, having 
made and filed a report containing its findings of facts and conclusions 
thereon, which report and the examiner’s report are hereby made a 
part hereof: 

It is ordered, That acquisition by Continental Transportation Lines, 
Ine., of McKees Rocks, Pa., of control of Motor Age Transit Lines, 
Inc., of Buffalo, N.Y., through purchase of its capital stock, and, in 
turn, by Milton E. and Ruth K. Harris, also of McKees Rocks, 
through such acquisition be, and they are hereby, approved and 
authorized, subject to the terms and conditions set out in the findings 
in said report. 

It is further ordered, That Continental Transportation Lines, Inc., 
be, and it is hereby, authorized to issue three unsecured promissory 
notes in aggregate principal amount not exceeding $38,316, bearing 
simple interest not exceeding 3 percent per annum, for the purpose 
and upon the terms and conditions set forth in said report. 

It is further ordered, That, if the parties to the transaction herein 
authorized desire to consummate same, they shall confirm in writing 
to the Commission, immediately after consummation, the date on 
which consummation has actually taken place. 
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It is further ordered, That, if the authority herein granted is exer- 
cised, Continental Transportation Lines, Inc., shall submit for con- 
sideration and approval a sworn statement and one copy thereof, 
showing all expenditures made, by dates, or to be made, in connec- 
tion with the transaction, including the consideration, legal and other 
fees, commissions, witness fees, and any other costs incidental to the 
transaction, the assets acquired, and liabilities assumed, indicating 
the account number and title to which each item has been, or is to be 
debited or credited. 

‘It is further ordered, That the authority herein granted shall not be 
exercised prior to the effective date hereof, and that this order shall be 
effective on December 9, 1958. 

It is further ordered, That, unless the authority herein granted is 
exercised within 90 days from the effective date hereof, this order 
shall be of no further force and effect. 

It is further ordered, That effective with consummation of the trans- 
action herein authorized, or 90 days from the effective date of said 
notice, whichever first occurs, the authority granted by the first 
ordering paragraph of the order of August 9, 1957, as extended by the 
order of Tansee 15, 1958, for temporary control, through manage- 
ment, of Motor Age Transit Lines, Inc., shall be of no further force 
and effect. 

It is further ordered, That Continental Transportation Lines, Inc., 
shall report concerning the matters involved in Finance Docket No. 
19887, in conformity with the order of the Commission, division 4, 
dated August 9, 1946, as amended, respecting applications filed under 
section 214 of the Interstate Commerce Act (49 CFR 56.4 and 56.6). 

it is further ordered, That, except as authorized in Finance Docket 
No. 19887, the notes shall not be sold, pledged, repledged, or other- 
wise disposed of by Continental Transportation Lines, Inc., unless 
and until so ordered or approved by this Commission. 

It is further ordered, That nothing herein contained shall be con- 
strued to imply any guarantee or obligation as to said notes, or in- 
terest thereon, on the part of the United States: 

And it is further ordered, That recital in said report of balance 
sheet and other financial data shall not be construed as approving 
accounting methods which have been followed or expenditures repre- 
sented thereby. 

By the Commission, Division 4. 


(SEAL) Harotp D. McCoy, Secretary. 


Apprenpix E 


MEMORANDUM From THE LipraRy or ConGREss ON Present Status 
or Srats Resse Price MaIntENANCE Laws 


Tue Liprary or Conaress, 
LEGISLATIVE REFERENCE SERVICE, 
Washington, D.C., November 19, 1958. 

To: Senate Select Committee on Small Business. 
From: American Law Division. 
Subject: Present Status of State Resale Price Maintenance Laws. 

Forty-five States (all except Missouri, Texas, and Vermont) have 
enacted resale price maintenance laws. In the following States; 
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however, the operative effect of these laws has been terminated either 
in whole or in part by adverse judicial decisions. 


Arkansas 


The nonsigner clause of the Arkansas Fair Trade Act (Stat. Ann. 
(1947), secs. 70-201 to 20-208) has been held void. Insofar as it 
operates to prevent a person, who has not signed a contract, from 
selling his own property at a price le to himself, which was 
apgooneen by the Arkansas Supreme Court as “‘a valuable property 
right” protected by the ‘‘due process” clause of the Arkansas con- 
stitution (art. 2, sec. 8), this act was deemed to be not “protective of 
the public welfare’ and to constitute an invalid interference with 
“freedom of contract” (citing Coppage v. Kansas (1914), 236 U.S. 1). 
Without expressly acknowledging that the “liberty of contract’ 
doctrine enunciated in the last-mentioned decision subsequently had 
been overruled by the U.S. Supreme Court in Phelps Dodge Corp. v. 
Iabor Board ((1941) 313 U.S. 177, 187) and in Lincoln Union v. 
Northwestern Co. ((1949) 335 U.S. 525, 535-536, 543-544), the 
Arkansas Supreme Court did so impliedly when it declared that it 
was in accord with the statement of the Georgia Supreme Court 
that ‘what the courts of other States have decided is not controlling, 
and this is one of the few powers left to States to decide for themselves 
regardless of what the Supreme Court of the United States may or 
may not have decided” (quotation from Coz v. General Electric Co. 
(1955), 211 Ga. 270; 85 S.E. 2d 514). 

- Denying injunctive relief to a manufacturer of a branded, and fair- 
traded article, the Arkansas Supreme Court further stated that 
restraint of a nonsigner from exercising a constitutionally protected 
right cannot be justified as a permissible exercise of the police power 
in aid of the public welfare. Inasmuch as it discerned no “obvious 
and real connection’”’ between this law and the “public health, safety, 
and welfare,” the Arkansas court therefore concluded that a legislative 
assertion in the preamble to this act that such relationship did exist 
would not suffice to render the law a reasonable exercise of the police 
power. Also rejected as unsupportable was the contention that the 
act was necessary to prevent ruinous competition caused by sellin 
below cost. The dismissal of this line of justification also was sai 
to have been unavoidable, according to the Arkansas court, not only 
because it did not believe that such prevention was “the purpose of 
the act,” but because the jie art ad conceded, under an agreed 
statement of facts, that the offending nonsigner had realized a profit 
on his sale of the fair-traded product, notwithstanding his nonob- 
servance of the fixed price. Emphasizing that “the number of * * * 
trademarked articles * * * is increasing [and that] * * * there is 
nothing in the act to limit the extent of such increase,” the Arkansas 
court asserted that it could “think of no way in which the public 
welfare was being jeopardized under the system of freedom of compe- 
tition prior to 1937 [the date of enactment of this law] which suggested 
the necessity or advisability of a the restrictions contained in 
a act], and * * * [that it could] think of none that exists today.” 

The Arkansas court openly attributed the origin of this type of legisla- 
tion, not “to any demand by the public” therefor, but to the active 
intervention of “a few manufacturers” and “special groups.” 

As to the scope to be accorded to his holding in the future, one can 
only speculate. In view of the emphasis placed upon the “liberty of 
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contract” doctrine, it would seem logically to follow that a signer, 
having voluntarily affixed his name to a resale price maintenance con- 
tract, thereafter would be held by the Arkansas court to be estopped 
from invoking that doctrine as a justification for evasion of contractual 
obligations willingly assumed, and, accordingly entailing no loss of 
liberty. Moreover the Arkansas court took cognizance of the fact 
that the offending nonsigner submitted ‘‘no contention * * * 
that * * * [the manufacturer] does not have a right under the ac 
to fix the price at which * * * [his fair-traded product] must be sol 
to the public provided it does so by written agreements with the 
retailers, either direct or through its wholesaler’; and expressly 
announced that “no finding as to the constitutionality’’ of the act as 
applied to signers was being made. Yet in relating the nonsigner 
clause to the due-process provision of the Arkansas constitution, this 
court added that ‘‘in doing so we do not intend to intimate that the 
other sections [of the act} are not relevant to the issue here’’; and at 
a later point in its opinion, it emphasized that the Georgia decision 
heretofore cited, which seemingly voided resale price maintenance as 
an illegal price-fixing device, ‘expresses our view in regard to certain 
arguments which have been advanced.” (Union Carlide and Carbon 
Corp. v. White River Distributing Co. (1955), 224 Ark. 558; 275 S.W. 2d 
455-461; in which one concurring judge desired to “go further and 
say the entire act * * * is unconstitutional.” Expressly rejected in 
this case was the earlier Georgia doctrine that a fair-trade law, being 
in conflict with the Sherman Antitrust Act (U.S.C. 15:1), could not 
enjoy the exemption therefrom subsequently afforded by the McGuire 
Act (U.S.C. 15:45) until such State law has been reenacted.) 


Colorade 


The nonsigner clause of the Colorado Fair Trade Act (Rev. Stat. 
Ann. (1953), sec. 55-1-4) is unconstitutional for the following reasons: 
(1) The State legislature, consistently with its police power, may 
regulate prices charged only by a “business affected with a public 
interest”’; and a seller vending a brand of sporting guns and ammuni- 
tion, not being within that category, cannot constitutionally be subject 
to such control; and (2) being anette directly to fix the prices charged 
by the vendor of such commodities, the legislature is equally without 
constitutional authority to delegate to such vendor the power to estab- 
lish resale prices and to alter the same according to his personal whim 
and for his own benefits; (3) even if it could be assumed that the State 
legislature was empowered to delegate price-fixing authority to private 
merchants, the delegation contained in the Fair Trade Act would be 
constitutionally defective for the reason that no standard is set forth 
therein whereby prices, or, more particularly, the minimum and maxi- 
mum limits thereof, may be determined; nor are business establish- 
ments subjected to any compulsion as to whether they will exercise 
the discretion thus granted to them; (4) insofar as a purchaser not in 
privity with the seller is compelled to rve resale pare established 

y the seller, such purchaser is deprived of his liberty of contract 
without due process of law (Colo. Const., art. 2, sec, 25); (5) the Fait 
Trade Act conflicts with the protection afforded by the Colorado con- 
stitution to free trade; and (6) price fixing as authorized by the act 
benefits neither retailers who refuse to sign nor the consumer, for both 
are confronted with the suppression of price competition and a re- 
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sultant increase in prices (Olin Mathieson Chemical Corp, v. Francis 
(1956), 134 Colo. 160; 301 P. 2d 139). 

Norz.—Presumably the doctrine of freedom of contract could be 
invoked to sustain enforcement of the Fair Trade Act as against 
signers. Whether a ruling thus grounded would be consistent with 
the aforementioned decision condemning price fiy'ng is open to 
serious question, however, for if the State legislature is empowered 
neither to regulate prices directly nor to assist distributors to control 
the resale yee charged by nonsigning purchasers, it is difficult to 
understand how the legislature can be deemed competent to extend 
any statutory sanction to price fixing at the option of contracting 
parties. However, a Colorado trial court has enjoined a signer from 
selling at prices below those established in his resale price mainte- 
nance agreement (Sunbeam Corp. v. Berman; Denver District Court; 
Oct. 25, 1956; 1956 Trade Cases, par. 68, 565). 

Florida 

In Miles Laboratories v. Eckerd ((1954), 73 So. 2d 680) and Sterling 
Drug v. Eckerd’s of Tampa ((1954), 71 So. 2d 156), the Florida Appel- 
late Court (Supreme Court) disposed of Florida’s second fair-trade 
law (Stat. Ann. Supp. 1954) in the same manner as it had the first 
(Bristol Myers Co. v. Webb’s Cut Rate Drug Co. (1939), 137 Fla. 508; 
198 So. 91). (See also Liquor Store v. Continental Distilling Corp. 
(1949), 40 So. 2d 371, 377; and Sunbeam Corporation v. Masters of 
Miami (1955), 255 F. 2d 191, 200 (note 3).) The existing law was 
found to be substantia:ly identical with provisions of the earlier act 
previously held void; and its nonsigner clause again was invalidated 
on the ground that the real effect thereof was anticompetitive price 
fixing and not the protection of goodwill in trademarked products. 
The law also was condemned as an invalid exercise of the police 
power for private use. 

In & separate concurring opinion, one judge appraised the clause 
embodying the declaration of policy intended to justify the fair-trade 
law and found it to rest on findings of facts “contrary to proven and 
firmly established truths.” He concluded that if the legislature, at 
the time of passage of both the first and the present law, had made 
findings that the economic structure of Florida was seriously en- 
dangered and that an emergency necessitating penne of such legis- 
lation existed, a more effective legal defense of the law could have 
been provided, but only insofar as such findings could be squared 
with the truth. But such findings, if made at a time when the people 
of Florida in fact were enjoying unprecedented prosperity, as ae 
were in 1949 and 1953, the years in which the two laws were enacted, 
patently would have been contrary to self-evident fact; and therefore, 
m his estimation, no support in favor of the validity of these acts 
could be derived therefrom. 

Subsequently, a Florida trial court sustained the existing Florida 
statute, as applied to offending signers, as valid under both the 
Florida and United States Constitutions, and, on appeal therefrom, 
the Florida Appellate Court refused certiorari; that is, refused to 
review on the merits the trial court’s holding (Chase and Sherman v. 

m Oorp.; Dade County Circuit Court; July 1, 1953; 1953 
Trade Cases, par. 67.524; certiorari denied (1954), 73 So. (2) 714). 

More recently, in an equitable action instituted by the Sunbeam 

. to enjoin Masters, Inc., of Mami, a nonsigning discount house, 
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from inducing a tortious breach of contract on the part of dealers 
who had signed seroonyants with the plaintiff, whose policy, it was 
alleged, was to sell only to signers, and who therefore contended that 
the defendant must have acquired the plaintiff's fair-traded appliances 
only by wrongfully inducing signers in other States to part. with such 
products, a U.S. Court of Appeals for the Fifth Circuit refused to 
grant relief. Although this Federal court took cognizance of the 
refusal of the Florida Supreme Court to review the last-mentioned 
Florida trial court’s upholding of the Florida Act against signers, it 
concluded “that the constitutional theories repeated in so many * * * 
[the Florida] decisions would be more consistent with declaring the 
entire act invalid. And just as denial of certiorari by the U.S. 
Supreme Court carries no implication concerning the merits of the 
case * * * we do not think we are Paes to regard the [Florida] 
circuit court decisions decided in the Chase and Sherman case as the 
law of Florida, in view of the [Florida] Supreme Court’s strong and 
consistent declarations that as a constitutional matter, the public 
policy of Florida is opposed to this scheme of price maintenance. We 
think it may well be that fair-trade contracts are unenforceable in 
Florida even between the parties * * *.” 

The theory of tortiously inducing a breach of contract by signers, 
according to the Federal court, appears to have been repeatedly in- 
voked by distributors ‘‘of fair-traded goods * * * as a result of the 
growing tendency of State courts to condemn attempts to prevent 
nonsigners from selling below list prices.’ To this Federal court, this 
theory had “little merit,’”’ and accordingly it refused to be guided by 
another Florida trial court. which “recently granted an injunction 
against sales at less than fair-trade prices where it was proved that 
nonsigning defendants had induced the breach of * * * [written] 
fair-trade contracts” (citing Union Underwear Co., Inc. v. Rayvis, 


Circuit Court, Dade County; Jan. 28, 1955; 1955 Trade Cases, par. 
68,051; from which no appeal was taken). The last-mentioned ruling 
was deemed by this Federal court to be “entirely contrary to the rule 
of public poe set out in” cases decided by the Florida Supreme 


Court and also in conflict with section 774 of the “Restatement: 
Torts.’”’ As its final conclusion, this Federal court stated that “whether 
the source of supply which Masters of Miami, Inc., enjoys is in Florida, 
New York (where the Fair Trade Act is valid even as against non- 
signers) or the District of Columbia (which has no fair-trade act), no 
action can be brought in Florida; [for] * * * it is settled law that no 
foreign tort action cont to a strong public policy of the forum 
State can be maintained [Restatement: Conflict of Laws, sec. 612]; 
[nor does] the full faith and credit clause * * * require Florida 
courts to enforce such a foreign cause of action, if any there is’ (Sun- 
beam Corp. v. Masters of Miami (1955), 225 F. 2d 191, 196-198; one 
judge dissenting as to the correctness of the aforementioned interpre- 
tation of Florida public policy, and citing in support of his contrary 
holding, a pending Federal court decision, ‘Sunbeam Corp. v. Roten- 
berger (Oct. 2, 1953), Southern District of Florida, No. 5125, M. 
Civil, in accord with the last cited Fiorida trial court decision). 

In accord with the Federal Court of Appeals decision in the Sunbeam 
Corp. case (225 F. 2d 191), the Florida Supreme Court iater summarily 
affirmed, as required by public policy, the dismissal by « trial court of 
@ petition for injunctive relief against a nonsigner ‘ounded upon the 
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tortious breach of contract theory (Sunbeam Corp. v. Gilbert Simmons 
Associates, Ine, (1956) 91 So. 2d 335). 
Georgia 

The Georgia fair-trade law which was rendered inoperative in 
Grayson-Robinson Stores v. Oneida Limited ((1953) 209 Ga. 613; 
75 S.E. 2d 161; certiorari denied, 346 U.S. 823), was superseded by 
a new fair-trade law enacted in 1953 (November session, pp. 549-556; 
Code Ann. (Supp. 1954), secs. 106-401 to 106-410). 

Unlike the old law the new act contains a declaration of public 
policy in its initial section wherein the Legislature of Georgia stated 
that the public interest and general well-being of the State would 
best be served by resale price maintenance, that without it small mer- 
chants could not survive and monopoly would be fostered, that 
fraudulent manipulation of prices enables the manipulator to deceive 
the consumer and ultimately to extort from the latter an excessive 
profit on the sale of unbranded articles, that through stimulation of 
a wider distribution of competitive commodities through this law, 
production will be increased and distribution costs lowered, with 
resulting benefits to employees and consumers, that trademarks 
brands, and the goodwill associated therewith are property entitled 
to the protection afforded by this law, and that adoption of this law 
is to be viewed as an exercise of the police power to enhance well-being 
and to protect the right to enter into private contracts. One other 
provision discernible in the new law and not found in the old is an 
exemption of resales below the minimum contract price made by “a 
person who is not a wholesaler, retailer, or engaged in dealing” in cov- 
ered commodities. Also, under the new law, the attorney general, 
whenever he finds that a covered commodity is not in open competi- 
tion with commodities of the same general class distributed by a com- 
petitor of the vendor, may sue to restrain enforcement of the contract 
arene the first commodity; and the trial court may grant the relief 
sought. 

As in the case of the Florida act, which contained a similar declara- 
tion, the aforementioned statutory innovation produced no beneficial 
results; for in Coz v. General Electric Company ((1955) 211 Ga. 270; 
85 S.E. 2d 514), a case involving an attempt to enjoin a price-cutting 
nonsigner, the Georgia Supreme Court again ruled that the author- 
ization in the statute permitting a manufacturer to fix the prices at 
which a nonsigner could distribute the former’s branded products 
was violative of the “due process’’ clause of the Georgia constitution 
(art. 1, sec. 1, par. 3). though conceding that it was “not * * * 
concerned with what the situation would have been if there had been 
a contract between the parties, because that question * * * [was] 
not now before” it, the Georgia court, in reliance upon an older 
Georgia decision which held unconstitutional statutory price fixin 
not applicable to a “‘business affected with a public interest,” asserte 
that iP “milk,” as to which « price-fixing regulation has previously 
been held unconstitutional, was deemed not to be so affected, then 
“electrical appliances” sold by General Electric obviously were not 
(citing Harris v. Duncan (1951), 208 Ga. 561; 67 E. 2d 692 relating 
to the ee statute pertaining to milk). In addition, it em- 
phasized that “if the general assembly cannot authorize a board 
created by the State to fix prices (of milk], certainly it cannot give 
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this right to an individual,” as it has sought to do by the. terms of 
the Fair Trade Act. Rejected as without merit was the contention 
that the fair-trade law was “not a price-fixing statute, but * * * 
fone] enacted for the purpose of protecting the manufacturer in his 
trade name and trademark,” and as to which “the price-fixing fea- 
ture * * * [was] simply incidental.” Also rejected as contrary to 
fact were the legislative findings incorporated into the preamble of 
the act as a justification of its adoption. To one judge who dis- 
sented, however, these findings were viewed as an sactitohe defense 
and as a basis for distinguishing the present act from the milk con- 
trol regulation voided in Harris v. Duncan, and from the first Fair 
Trade Act hitherto voided on “‘other additional grounds” in Grayson- 
eter Stores Inc. v. Oneida Ltd. ((1953) 209 Ga. 613; 75; S.E. 
2d 161). 

Nore.—If Georgia, consistently with the “due process” clause of 
its own constitution, cannot regulate the price at which milk may 
be sold, nor authorize sellers to fix the price at which their trade- 
marked products may be resold by dealers who refuse to enter into 
resale price maintenance contracts, then it is difficult to foresee on 
what tenable basis. the Georgia court could uphold those clauses in 
the Fair Trade Act which are limited in their application to signers. 
At the risk of inconsistency presumably even the latter result could 
be reached by invoking the principle of freedom of contract. 

Indiana 

In Bissell Carpet Sweeper Company v. Shane Co. ((1957) 143 N.E. 
2d 415), the Indiana fair-trade law (Stat. Ann. (Burns. 1951), sec. 
66-306) was held to be violative of article 4, section 1, of the Indiana 
constitution, as being a delegation to a private person of the legisla- 
tive power to fix prices chargeable by nonsigners who purchase and 


resell merchandise in igpeneane of resale price maintenance contracts. 


The court suggested, however, that it was within the power of the 
legislature to declare actionable as unfair competition an inducement 
to breach a resale price maintenance contract by a nonsigner who 
had knowledge of the terms thereof. 


Kansas 


As applied to nonsigners with notice of a resale price maintenance 
contract and the minimum prices established therein, the Kansas fair- 
trade law (Gen. Stat. Ann. (Corrick, 1949), sec. 50-306) is invalid as 
a delegation of legislative power to private persons contrary to the 
separation of powers principle of the Kansas constitution (art. 2, 
sec. 1). Fixing prices for the sale of commodities which are binding 
upon noncontracting parties entails the exercise of compulsory legis- 
lative power which cannot be surrendered either to private organiza- 
tions or to other governmental agencies. The legislature cannot au- 
thorize a trademark owner to place this law into effect and to amend 
it at his whim or caprice. Any theory implying assent on the part 
of nonsigners is rejected (Quality Oil Company v. E. I. DuPont de 
Nemours and Co. (1958), 182 Kans. 480; 322 P. 2d 731). 


Kentucky 
As applied to nonsigners who are notified of resale price mainte- 
nance contracts and of the prices established therein, the Kentuck 


Fair Trade Act (Rev. Stat. Ann. (Baldwin, 1955), sec. 365,090) whie 
violates the Kentucky constitution (secs. 1 (3, 5), 2). The cited 
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statutory provision is “a legislative invasion of the constitutional 
liberty of people to acquire and protect their property, to engage in 
free trade,” and to fix the price at which their property is sold. An 
individual enjoys the constitutional privilege of refusing to accept a 
contract, and therefore cannot be held liable for the breach of a con- 
tract of other parties merely because he knows of its existence (General 
Electric Co. v. American Buyers Cooperative, Inc., 1958 Trade Cases, 
par. 69,058). 

Louisiana 

Injunctive relief against a price-cutting nonsigner was denied on the 
ground that the. Louisiana fair-trade law as applied to nonsigners 
(Rev. Stat, Ann. (West, 1951), title 51, sec. 394) is violative of article 
3, section 1, of the Louisiana constitution proscribing delegation of 
legislative power to private persons. That the power to regulate. 
private business by coercive price fixing is a legislative function which 
cannot be surrendered to private business establishments was declared 
to embrace a constitutional issue not considered by the U.S. Supreme, 
Court in its most recent decision (Schwegmann Bros. Giant Super- 
market v. Eli Lilly and Co, (1953), 346 US. 856) nor ever previously. 
reviewed by the Pdulens Supreme Court (Pepsodeni Co. v. Kraus 
(1942) 200 La. 959; 9 So. 2d 303)... The statutory authority whereby 
fair traders controlled the resale prices of merchants not in privity of 
contract with the former thus having been eliminated, noncontracting 
parties were to be viewed as having acquired their merchandise 
subject to no conditions whatever as to resale price, and hence were 
entitled to the protection afforded by article 491 of the Louisiana 
Civil Code which stipulates that perfeet-ownership gives to the owner 
the right to use and:dispose of his property without limitation. The 
fair-trade distributor’s contention that but for the State antitrust 
law it possessed the right to impose a lien or servitude on its commodi- 
ties which would bear upon free distribution by third parties not in 
privity of contract was rejected for the reason that a ‘“‘covenant- 
running-with-the-article” is unknown in Louisiana law (Dr. G. H. 
Tichenor Antiseptie Co. v. Schwegmann Bros. Giant Supermarkets 
(1956), 231 La. 51; 90 So. 2d 343). 

Nore.—Whether resale-price agreements will be sustained as against 
signers presumably will depend upon whether the Louisiana court 
views voluntary price fixing by contract as an exercise of liberty 
guaranteed by the due-process clause of the Louisiana constitution 
or as dependent for its vetidity upon statutory authorization. Under 
the latter view the signor clause also would appear to embody a 
prohibited delegation of legislative power to private individuals. 
Michigan—inoperative as to nonsigners, and probably, entirely void 

In a suit brought by a Michigan corporation, which manufactured 
and sold nationally a trademarked brand of fishin tackle, to enjoin 
the resale by the defendant, a Detroit retailer, of the manufacturer’s 
fair-traded articles below the minimum fixed price, the Michigan 
Supreme Court ruled that, as applied to nonsigners, the Michigan 
resale-price-maintenance law (Comp. Laws (1948), secs. 445.151- 
445.154) was violative of the due-process clause of the Michigan 
constitution (art. 2, sec. 6). Strictly speaking, the authority of this 
Opinion is limited to the result reached therein: namely, the exemption 
of nonsigners, but in drafting this opinion the Michigan Supreme 
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Court intimated very clearly that it was in accord with the Florida 
and Georgia courts and that, according to its standards of appraisal 
price maintenance, except when sanctioned for a business affec 
with a public interest rs ne relation to any legitimate police 
wer objective, health, safety, and morals, and therefore is pro- 
uctive of an online Sener eres of liberty and property without 
due process of law espeare Co. v. Lippman’s Tool Sporting @. 
Co. (1952), 334 Mich. 109; 54 N.W. (2d) 268). This decision was 
rendered shortly after passage of the McGuire,Keogh Act. 
- In Argus Cameras v. Hall of Distributors (1955) 343 Mich. 54; 
72 N.W. 2d 152), the Michigan Supreme Court, by a 4-to-3 vote 
refused to enjoin price-cutting nonsigners from acquirin fair-traded 
articles by inducing other wholesalers and retailers to breach their 
written resale price maintenance contracts with the manufacturer of 
said articles. Relying upon its prior decision in Shakespeare Co. v. 
Lippman’s Tool Shop Sporting Goods Co. ((1952), 334 Mich. 109; 
54 N.W. 2d 268), in which the application of the Michigan law to 
nonsigners was held unconstitutional, the majority ruled that the 
plaintiff had failed to state a case for equitable relief, and that 
accordingly nonsigners cannot be enjoined from acquiring fair-trad 
Cet from signers and thereafter selling these products at prices 
elow those established in the signers’ contracts. 

In dissenting, the minority judges contended that the case should 
have been settled in conformity with the common-law principle 
hitherto applied in Michigan; namely, that “unlawful interference 
with another’s contract rights constitutes an actionable tort.” In 
accordance with this rule, a defendant rere of such interference, in 
their opinion, ought to be held liable unless he can show justification. 
Although no evidence had been introduced in the trial court as to 
how defendants had obtained the fair-traded products, the dissenters 
maintained that a legitimate inference of tortious conduct arose from 
the fact that the plaintiff sold its product only to signers. Conced- 
ing that under the Shakespeare case nonsigners are not bound by 
resale-price-maintenance contracts, the minority did not view the 
latter decision as “leaving nonsigners free to engage in what is other- 
wise tortious activity.” 

Noting that the plaintiff’s sales had declined in Michigan during a 
period when its national sales were rising, and that this loss in Michigan 
was attributable principally to the fact that other Michigan dealers 
who had observed their contracts either had been driven from business 
or were discontinuing the sale of the plaintiff’s cameras, the minority 
foresaw that “‘a concern that sells a fair-trade article at below the 
minimum agreed price may drive out lezitimate dealers and thus 
create a monopoly.” On the basis of such reasoning the dissenters 
therefore concluded that the property rights of the plaintiff could 
“best be preserved” by sustaining the tria) judge’s grant of “temporary 
injunctive relief.” , 

The decision of the Federal Court of Appeals in Florida could be dis- 
tinguished according to the dissenters, on the basis of differences in 
- yee! and legislative history of the Florida and Michigan Fair 

ra 
Court was viewed as having limited its decision solely to the validity 
of the nonsigner clause; whereas the Florida State courts were deemed 
to have “expressed repeated and sweeping judicial condemnation of 





e Acts. Thus, in the Shakespeare case, the Michigan Supreme 
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fair trade.” On the basis of such distinction, section 774 of the restate- 
ment of torts, relied upon so extensively by the Federal Court of Ap- 
peals in Florida, was held to be inapplicable in Mcvgae. 

In a suit involving the same set of facts, but adjudicated prior to 
the Argus Cameras decision of the Michigan Supreme Court, a U.S. 
district court construed the Michigan Fair Trade Act as warranting 
issuance of the injunction to restrain price-cutting nonsigners from 
tortiously inducing wholesalers and retailers to breach their resale 
price maintenance contracts with the manufacturer (Sunbeam Corp. 


v. Economy Distribution Co. (1955), 131 F. Supp. 191). Subse- 
=< to the Cameras decision, the Fed district court in 
ichigan has conformed its interpretation of the Michi act to 


that of the Michigan Supreme Court (Sunbeam Corp. vy. Hall of Dis- 
tributors (1956), 142 F. Supp. 609). y 


Nebraska 


In two cases involving a ae for injunction sought by a manu- 
facturer of fair-traded articles against a price-cutting nonsigner, the 
Nebraska ‘appellate court held the Nebraska Fair Trade Act entirely 
ee ert roe (1952), secs. 59-1101 to wane hier 

total invalidity appears to rest principally on one ural defi- 
ciency which might possibly be remedied by a reenactment of this 
statute minus the nonsigner clause. For obvious reasons, however, 
exclusion of a nonsigner clause would destroy any inducement for 
enactmeat of a second law; and on the basis of the appraisal previously 
made of reasoning comparable to that employed by the Nebraska 
court there are grounds for predicting that the court would also void 
even a signer clause. 

The initial procedural defect discerned by the court was the failure 
of the legislature to conform the Fair Trade Act to the requirement of 
article 3, section 14, of the Nebraska constitution which provides that 
“no bill shall contain more than one subject, and the same shall be 
clearly expressed’ in the title; and no law shall be amended unless the 
new act contain the section or sections as amended and the section or 
sections so amended shill be repealed.” As a consequence the court 
ruled that the act was void ab initio (1) because its title does not em- 
brace subject matter contained in its “inducing section” (the non- 
signer clause, sec. 59-1105), (2) becuse the law refers to more than 
one subject matter, and (3) because in addition, this deficiency was 
not rectified by incorporation of the act into a later code revision for 
the reason that the act, being otherwise unconstitutional as to con- 
tent, i.e., the nonsigner clause, was included in that code without refer- 
etice to its title. More specifically, the aforementioned deficiency re- 
sulted from the fact that the act, as originally enacted in 1937 (Laws, 
1937, ch. 136) contained nine major sections, eight of which were eodi- 
fied as the Fair Trade Act, and one of which was added to the existing 
antimonopoly provision (sec. 59-801) as an amendment thereof for 
the purpose of exempting the act from this restraint of trade prohibi- 
tion (sec. 59-801). This arrangement was interpreted as making the 
act broader than its title and violative of article 3, section 14. As 
additional support for the latter conclusion the court accepted the 
contention of the defendant-appellee that the nonsigner clause (sec. 
ae is in conflict with, and neither amends nor repeals, the anti- 
monopoly provision (sec. 59-801) which, as amended by this act, 
exempts contracts executed under the authority of this act but fails 
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to except combinations attempting to restrain trade among parties 
other than signers of such contract. 

After developing this conclusion, which by itself sufficed to void 
the act in its entirety, the court then advanced to a consideration of 
the validity of the substantive provisions of the act, and in the course 
thereof stated the following conclusions; 

(1) The act is not violative of the “due process” clause.of amend- 
ment 14 of the United States Constitution; 

(2) The constitutionality of the signer clause (sec. 59-1102) was 
‘not brought into question, except insofar as the previously mentioned 
requirements of the Nebraska constitution (art. 3, sec. 14) were not 
met; , 
*-(3) The issue of unconstitutional delegation contrary to the 
Nebraska constitution was held not te embrace price-fixing con- 
tracts as between producer and retailer, either with or without pre-. 
scription of standards, but rather the effect of the extension of the 
obligations between contracting parties to persons who are not parties 
(i.e., nonsigners) to such contracts. “The validity of signed con- 
tracts such as are contemplated by section 59-1102 have been upheld.” 
Also eliminated from consideration was the contention of illegal price, 
fixing, contrary to article 1, section 16, of the Nebraska constitution, 
on the part of a fair trader and those who sign contracts with him. 

(4) As to the illegal price-fixing contention, as limited to the non-, 
signer clause (sec. 59-1105), the court held that the effect of this, 
clause was to permit one producer and one retailer to do on behalf 
of a class of retailers that which this class was forbidden to do as a 
class; to wit, horizontal price fixing among retailers. The nonsigner 
clause further was held to permit an*unconstitutional destruction of 
the rights of a nonsigning retailer freely to resell fair-traded articles, 
and unlawfully to immunize ‘against competition between and 
among retailers handling such” articles. On the basis of these’ 
observations the court was of the opinion that the nonsigner clause 
violated the Nebraska constitution by granting a “special privil 
and immunity,” contrary to article 1, section 16, thereof; that 1s, 
that the privileges conferred by this act were limited wholly to con- 
tracting parties under the signer clause (sec. 59-1102); 

(5) The nonsigner clause is destructive of the liberty guaranteed 
by the “due process’’ clause of the Nebraska constitution (art. 1, see. 
3), whereunder persons are free to conduct their business and handle 
their property unhampered by “arbitrary and unreasonable re 
straint,” and 

(6) Inasmuch as the legislature itself cannot fix prices charged by 
a business not affected with a public interest, it follows that it can- 
not delegate such an unconstitutional power to private groups (McGraw 
Electric Company vy. Lewis and Smith Drug Co. (1955), 159 Nebr. 703; 
68 N.W. 2d 608; General Electric Company v..J. L. Brandeis and 
Sons (1955), 159 Nebr. 736; 68 N.W. 2d 620). 


New Merico 


As applied to nonsigners the New Mexico Fair Trade Act (Stat. 
Ann. (1953), sec. 49-2-1) has been held violative of article 2, secs. 4 
18, of the New Mexico constitution, and void as an arbitrary and 
unreasonable exercise of the police power without any substantial 
relation to public health, safety, or general welfare. In its operation 
as to nonsigners the measure has been condemned as a price-fixing 
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statute designed lag to destroy competition at the retail level 
(Skaggs Drug Center v. General Electric Cadtagatin (1957), 63 N.M. 
215; 315 P. 2d 267). 
oTe.—This decision does not alter the status of the New Mexico 

fair-trade provisions applicable to alcoholic beverages and cigarettes 
(Stat. Ann. (1953) secs. 46-9-1 to 46-9-6; 49-3-1 to 49-3-13). 
Ohio 

As applied to nonsigners the Ohio Fair Trade Act (Rev. Code 
Ann. (Page, 1953) sec. 1333.07) is (1) in conflict with the separation 
of powers principle of the Ohio constitution (art. 2, sec. 1) in that it 
delegates legislative discretion to private individuals, and (2) is 
violative of the due process clause of | that constitution (art. 1, sec. 1) 
by reason of the fact that the statute deprives a noncontracting 
buyer of the privilege of disposing of his property on terms of his 
own choosing. (3) Having no substantial relation to public safety, 
morals, or the general welfare, the cited provision also cannot be 
justified as a legitimate exercise of the police power. The effect of 
the invalidated provision is to authorize anticompetitive price fixing 
disadvantageous to the consumer. In a concurring opinion, one 
judge would have disposed of the case on other than constitutional 
grounds; namely, that for want of any promise supported by legal 
consideration, the seller perfected no contract with the defendants 
(Union Carbide and Carbon Corp. v. Bargain Fair (1958), 167 Ohio 
St. 162; 147 N.E. 2d 481). 


Oregon 


Invalidity of the nonsigner clause of the Fair Trade Act (Rev. Stat. 
1955, sec. 643.370) has been rested by the Oregon Supreme Court on 


both Federal and State grounds. Hotennstensng a declaration that 


it proposed to “decide the issue * * * solely in the light of the pro- 
visions of our own State constitution,” the court in subsequent pages 
of its opinion ruled that the clause also violates the due-process clause 
of the Federal Constitution (Am. 14). Alluding to Justice Douglas’ 
statement in Schwegmann Bros. v. Calvert Corp. ((1951) 341 U.S. 384, 
389), that ‘‘when retailers are forced’’ by State law (nonsigner clause) 
“to follow a parallel price” and “to abandon price competition, they 
are driven into a compact in violation of the spirit of the proviso [in the 
Sherman Act (U.S.C. 15:1) and reiterated in the Miller-Tydings and 
McGuire-Keogh Acts (U.S.C. 15:45)] which forbids ‘horizontal’ price 
fixing,” a majority of the judges of the Oregon court intimate that 
perhaps the McGuire-Keogh Act is not to be construed as affording 
nonsigner clauses any exemption from the Sherman Act’s ban on price 

ing. However, these judges append to this suggestion the state- 
ment that “it is not for this court to say whether or not the McGuire 
Act met the objections to nonsigner liability so ably stated in Schweg- 
mann Bros. v. Calvert Corp.; [and] * * * until the Supreme Court 
decides this matter, it remains an open question.” 

Moreover, the nonsigner clause was held to conflict with the Oregon 
constitution for the following reasons: (1) being “designed to destroy 
competition at the retail level’’ and embodying “statutory price fixing 
by compulsion,” the nonsigner clause violates article 1, section 20, 
which protects the owner of property in his right to resell it at such 
price as he chooses; (2) only price fixing directed at businesses affected 
with a public interest is within the competence of the legislature; (3) 
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the clause has no substantial relation to police power objectives; public 
health, safety, or morals, but, on the contrary, rests on an unsupport- 
able theory that fixed, minimum resale prices are necessary to protect. 
both the goodwill of the trademark owner as well as the public wel- 
fare; and (4) by conferring upon private business the power to fix and 
enforce resale prices to be observed by, nonsigners, the clause violates 
article 1, section 21, whereunder the legislature is forbidden to dele- 
gate legislative authority to private citizens. In a concurring opinion 
three judges of the Oregon Supreme Court would have invalidated the 
clause solely on the ground of illegal delegation of legislative authority 
(General Electric Co. v. Wahle (1956), 207 Oreg. 302; 296 P. 2d 635). 

Nors.—Speculative comment as to future enforcement of the Fair 
Trade Act against signatories of resale price maintenance contracts is 
unwarranted in this instance. Albeit in a dictum, the Oregon court 
expressly declared that “by virtue of the provisions of the Miller- 
Tydings Act (50 Stat. 693, U.S.C. 15:1) and the later McGuire Act 
(66 Stat. 632; U.S.C. 15:45), no question can be raised as to the con- 
stitutionality of Oregon’s Fair Trade Act as it applies to the actual 
parties to a contract * * *” 


South Carolina 


As applied to nonsigners, even those with knowledge of a resale price 
maintenance contract, the South Carolina fair-trade law (Code Ann. 
(1952), secs. 66-93 to 66-94) effects a deprivation, without due process 
of law, contrary to article 1, section 5, of the South Carolina constitu- 
tion, of an owner’s right to fix the price at which he will sell his property. 

The South Carolina Supreme Court rejected the contentions that 
nonsigners impliedly consented to such contracts, or that the owners 
of trademarked commodities, having once sold the same, retain any 
property interest therein which enables them to control the selling 


price in poi. op 6 Denying that the legislation could be sustained in 


terms of police power considerations of health, safety, or morals, the 
State court emphasized that the statute applied as well to commodities 
not affected with a public interest and sought to confer ona trademark 
owner an absolute right to establish, alter, or terminate the prices 
at which his property shall be sold (Rogers-Kent, Inc. v. General 
Electric Company (1957), 231 S.C. 636; 99 S.E. 2d 665). 


Utah 


The nonsigner clause of the Utah Fair Trade Act (Code Ann. 
(1953), sec. 13-4—6) is unconstitutional for the reason that its enforce- 
ment would sanction price fixing contrary to the antimonopoly pro- 
vision of the Utah constitution (art. 12, sec. 20). Construing the 
latter provision to embody the same restrictions against price fixi 
as were contained in the Sherman Act prior to the amendment thereat 
by the Miller-Tydiags Act (U.S.C. 15:1, 45), the Utah Appellate 
Court logically concluded that any deviation from the State constitu- 
tional prohibition against price fixing, vertical as well as horizontal, 
could not be effected by mere statutory enactment, in the form of 
the Fair Trade Act, but would require a constitutional amendment. 

Inasmuch as the court rests its conclusion on the premise that the 
ban on price fixing contained in the Utah constitution is equal in 
scope to that imposed by the Sherman Act as originally drafted and 
construed, it is difficult to foresee upon what basis the Utah court 
subsequently could sustain the provisions of the Utah act authorizing 





NINTH ANNUAL REPORT ON SMALL BUSINESS 73 


rice fixing by parties to resale price maintenance contracts (Dr. Miles 

edical Co. v. Park and Sons Co. (1911), 220 U.S. 373; General 
Electric Co. v. Thrifty Sales, Ine. (1956), 5 Utah 2d 326; 301 P. 2d 741). 
West Virginia 

As applied to nonsigners duly notified of the existence of fair-trade 
agreements and of the resale prices fixed therein, the West Vic7inia 
Fair Trade Act (Code Ann. (Michie, 1955), sec. 4678(6)) is invalid (1) 
as an arbitrary exercise of the rey powcr having sufficient relation 
to public morals, health, or welfare and as effecting a deprivation of 
the property of the nonsigners without due process of law contrary to 
article 3, section 10, of the West Virginia constitution. (2) Encom- 
passing a subject not expressed in the title of the act of which it is a 
part, the cited provision also is violative of article 6, section 30, of 
said constitution. The title of the act does not sufficiently indicate 
that nonsigners are included within its terms, and the phrase therein, 
“to protect * * * the general public against injurious and uneconomic 
practices in the distribution of competitive commodities,” does not 
apprise the public that they may become pecuniarily liable for a vio- 
lation of its provisions as set forth in the nonsigner clause. The 
reasoning of the Georgia, New Mexico, and Ohio courts is cited with 
approval. Also the U.S. District Court decision (General Electric Co. 
v. Wender (1957), 151 F. Supp. 621, 627) which invalidated the non- 
signer clause on the last mentioned ground is said to be “now pending 
on appeal to the U.S. Court of Appeals for the Fourth Circuit” (Gen- 
eral Electric Co. v. A. Dandy Appliance Co. (1958), 103 S. E. 2d 310). 


Norman J. SMALL, 
Legislative Attorney, American Law Division. 


O 
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86TH CoNGRESS } SENATE { Report 
1st Session No. 7 


COMPENSATION FOR CERTAIN EMPLOYEES OF FORMER 
SENATOR JOHN D. HOBLITZELL, JR. 


JANUARY 23, 1959.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 41] 


The Committee on Rules and Administration having considered 
an original resolution (S. Res. 41) to pay compensation for a certain 

riod to employees of former Senator John D. Hoblitzell, Jr., report 
avorably thereon and recommend that it be agreed to by the Senate. 

This resolution provides that payment shall be made of salaries to 
administrative and clerical assistants appointed by former Senator 
John D. Hoblitzell, Jr., of West Virginia, for 30 days following the 
termination of his service in the Senate on November 4, 1958, at their 
respective rates of salary as they were so listed on the Senate payroll 
of that date. 

The practice of paying 30-day salaries to separated employees of 
Senators whose terms of office end on general election days goes back 
to February 1950, in Senate procedure. Such payments have been 
authorized in all cases and by unanimous consent of the Senate. 

As would be the case of the present resolution, those payments were 
made in recognition for the services of employees to outgoing Senators 
and for work connected with the closing of their offices after the 
expiration of their terms. 

ach person covered by this resolution will be required to submit 
an affidavit to the Secretary of the Senate showing employment, if 
my, for the period stated. 

t is estimated that maximum payments under this resolution will 
hot exceed $7,309.68. 0 








AUTHORIZING EMPLOYMENT OF TEMPORARY CLERICAL 
ASSISTANT 


January 27, 1959.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 
[To accompany 8. Res. 7] 


The Committee on Post Office and Civil Service, to whom was 
referred the resolution (S. Res. 7) to authorize employment of one 
additional clerical assistant, having considered the same, report 
favorably thereon without amendment and recommend that the 
resolution be agreed to by the Senate. 


STATEMENT 


Under the Legislative Reorganization Act of 1946, each standin 
committee is permitted to employ not in excess of four professiona 
staff members and six clerical assistants. 

During the 82d Congress, the 83d Congress, the 84th Congress, 
and the 85th Congress, the six clerical assistants assigned were not 
sufficient to carry on the work of the committee and it was necessary 
to employ one additional clerical assistant. The committee bas 


determined that it is necessary to continue the employment of this 
assistant. 
O 
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1st Session 


STUDY OF THE ADMINISTRATION BY THE POST OFFICE DEPART- 
MENT OF THE POSTAL SERVICE, AND THE DESIRABILITY OF 
ESTABLISHING A GROUP MEDICAL AND HOSPITALIZATION 
PROGRAM FOR FEDERAL EMPLOYEES 


January 27, 1959.—Ordered to be printed 


Mr. Jonnston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany 8. Res. 8] 


The Committee on Post Office and Civil Service, to whom was re- 
ferred the resolution (S. Res. 8) to provide funds for making studies 
with respect to the administration by the Post Office mm ae of 
the postal service, the administration of the Federal employee group 
life msurance program by the Civil Service Commission, and the 
desirability of the acquisition by the Post Office Department of the 
equipment and facilities of the Railway Express Agency, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the resolution be agreed to by the Senate. 


STATEMENT 


Senate Resolution 8 authorizes the Committee on Post Office and 
Civil Service to make a full and complete study and investigation 
with respect to— 

(1) The administration by the Post Office Department of the 
Postal service, particularly with respect to (a) research and 
development, (6) quality and frequency of mail service rendered 
the aie and (c) postal policy; 

(2) The desirability of the acquisition by the Post Office 
Department of the equipment and facilities of the Railway 
Express Agency; 

(3) The effect of postage rate increases on business enterprises 
and on the national economy generally; 

(4) A group medical and hospitalization program for Federal 
employees; and 

(5) The administration of the Federal employee group life 
insurance program by the Civil Service Commission. 

Senate Resolution 8 expires January 31, 1960, and would make 
$90,000 available to the Post Office and Civil Service Committee for 
such studies. O 
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86TH CONGRESS 
1st Session 


JOINT COMMITTEE ON WASHINGTON METROPOLITAN 
PROBLEMS 


January 27, 1959.—Ordered to be printed 


Mr. Braue, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. Con. Res. 2] 


The Committee on the District of Columbia, to whom was referred 
the concurrent resolution (S. Con. Res. 2) extending the time within 
which the Joint Committee on Washington Metropolitan Problems may 
complete the study and investigation of matters pertaining to the 
growth and expansion of the District of Columbia oa its metropolitan 
area, and authorizing the expenditure of funds for such purpose, after 
full consideration report favorably thereon, without amendment, and 
recommend that the concurrent resolution be agreed to by the Senate. 

House Concurrent Resolution 172, 85th Congress, agreed to August 
29, 1957, established a joint congressional committee to examine, 
investigate, and make a complete study of matters pertaining to the 
growth and expansion of the District of Columbia Sir its metropolitan 
area. Under the terms of the resolution the joint committee shall 
report its findings, together with recommendations for such legislation 
as it deems advisable, to the Senate and the House of Representatives 
at the earliest practicable date, but not later than January 31, 1959. 

The joint committee has expended approximately $70,000 of the 
amount authorized under Senate Concurrent Resolution 57, 85th 
Congress, which leaves an amount of approximately $10,000 from the 
present appropriation. It is anticipated that the joint committee will 
complete its assigned tasks and submit its final report to aces by 
January 31, 1959. However, the report does not include findings in 
connection with the mass transportation survey being conducted by 
the National Capital Planning Commission. This particular report 
is not now svialabie, and probably will not be available as a published 
document until the end of April 1959. It is felt that the joint com- 
mittee should study this report after it becomes available, conduct 
public hearings in connection therewith, and report to Congress on the 
mass transportation survey. In order to accomplish this, the con- 
current resolution provides for extending the life of the joint com- 
mittee until September 30, 1959, and for an additional appropriation 
not to exceed $30,000, to be paid from the contingent fund of the 
Senate upon vouchers approved by the chairman of the oint 
committee. 0 
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PROVIDING ADDITIONAL STAFF AND FUNDS FOR THE 
COMMITTEE ON PUBLIC WORKS 


January 27, 1959.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany 8S. Res. 45] 


The Committee on Public Works, to whom was referred the resolu- 
tion (S. Res. 45) to provide additional temporary staff and funds for 
the Committee on Public Works, having considered the same, report 
favorably thereon with an amendment and recommend that the 
resolution be agreed to. 

The amendment is as follows: 

Page 2, line 7, strike out “$150,000” and insert in lieu thereof 
“$125,000”. 

The resolution provides for the authorization of expenditures and 
employment upon a temporary basis of such personnel as the com- 
mittee or a duly authorized subcommittee thereof deems advisable 
during the 86th Congress in carrying out its functions under section 
134 of the Legislative Reorganization Act of 1946, Public Law 601, 
79th Congress, 2d session, as amended. 

The resolution would authorize the expenditure of not to exceed 
$125,000 during the period February 1, 1959, to January 31, 1960, 
from the contingent find of the Senate upon vouchers approved by 
the chairman of the committee, with provision that the gross rate of 
compensation of one person selected by the minority shall not be less 
by more than $1,200 than the highest gross rate paid to any other 
employee under the authority of the resolution. Authority would 
also be granted to utilize the reimbursable services, information, facil- 
ities, and personnel of any Federal agency or department, with the 
prior consent of the heads of such agencies and departments, and of 
the Committee on Rules and Administration. 


0 
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SENATE { Report 
; No. 12 


PRIVILEGES AND ELECTIONS 


January 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Henntnas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


{To accompany 8. Res. 69) 


The Committee on Rules and Administration, having had under 
consideration an original resolution (S. Res. 69) authorizing the Com- 
mittee on Rules and Administration to make expenditures and to 
employ temporary personnel, report favorably thereon and recom- 
mend that it be agreed to by the Senate. 

This resolution would authorize the expenditure of $75,000 by the 
Committee on Rules and Administration and its standing Subcom- 
mittee on Privileges and Elections during the course of hearings and 
investigations pertaining to matters within the scope of their jurisdic- 
tion including— 

YD The election of the President, Vice President, or Members 
of Con ‘ 
(2) Corrupt practices; 
(3) Contested elections; 
(4) Credentials and qualifications; 
(5) Federal elections generally; and 
(6) Presidential succession. 

The jurisdiction of the subcommittee is very broad and includes all 
measures which propose amendments or modifications to the Federal 
Corrupt Practices Act, 1925, as amended; the Hatch Act, 1939; soldier 
voting; the seating of newly elected United States Senators; the 
comprehensive problem of campaign financing; and all other matters 
relating to Federal candidates and Federal elections. 

The purposes of the resolution are contained in a letter to Senator 
Thomas C. Hennings, Jr., chairman of the Committee on Rules and 
Administration, from Senator Theodore Francis Green, chairman of 
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the Subcommittee on Privil and Elections, which letter, (with 
accompanying budget) is as follows: 


US. Senate, 
CoMMITTEE ON RULES AND ADMINISTRATION, 
SUBCOMMITTEE ON PRIVILEGES AND ELECTIONS, 


January 12, 1959. 
Hon. Tuomas C. Henninos, Jr., 
Chairman, Committee on Rules and Administration, 
Senate Office Building, Washington, D.C. 

Dear Senator Henninos: Pursuant to your letter of December 
15, 1958, the Subcommittee on Privileges and Elections of the Com- 
mittee on Rules and Administration has prepared a resolution and a 
budget. requesting a new appropriation for the period beginning 
February 1, 1959, and ending January 31, 1960. 

Rule XXV 1(O)(I)(D) of the Standing Rules of the Senate confers 
upon the Committee on Rules and Administration and its standing 
Subcommittee on Privileges and Elections jurisdiction. over the 
following matters: 

(1) The election of the President, Vice President, and Members 
of Congress ; 

(2) Corrupt practices; 

(3) Contested elections; 

(4) Credentials and qualifications; 

(5) Federal elections generally; and 

(6) Presidential succession. 

For several years you and other members of the Senate have 
attempted to improve Federal election laws by introducing “clean 
elections’’ bills and resolutions which have been referred to the sub- 
committee for studies and reports, 

Other bills seeking to amend and modify the Hatch Act of 1939 
have also been directed to the attention of this subcommittee. 

It is anticipated that similar measures will be received during. this 
session of the 86th Congress, 

In preparation for each Federal election, the Election Law Guide- 
book is revised and republished. It advises Members of Congress 
concerning Federal laws and respective State laws governing their 
campaigns for election, campaign financing, and the filing of reports. 

Many other bills and resolutions concerning matters within the 
jurisdiction of the subcommittee are received yearly together with 
innumerabie requests for information or interpretation of election 
laws, for bills and documents, and for assistance to political candi- 
dates and committees. 

Complaints concerning political activities of tax-exempt founda- 
tions have required considerable time and study and petitions and 
charges filed against Federal candidates have been given the full 
attention of the members and staff of the subcommittee. 

The Subcommittee on Privileges and Elections, a standing sub- 
committee, requires a permanent staff of experienced lawyers, investi- 
gators and clerical assistants and cannot function properly when the 
staff is drastically reduced during nonelection years. 

For the year beginning February 1, 1958, and ending January 31, 
1959, the subcommittee was granted the sum of $150,000, of which an 
estimated unexpended balance of $59,000 will be returned to the 
Senate contingent fund. 
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The resolution and budget which accompany my letter request the 
sum of $100,000 for use during the first session of the 86th Congress. 
This is $50,000 less than was agreed to last year and provides a bare 
minimum to pay the salaries of the staff plus normal and necessary 
office expenses for the year. 

I am submitting the resolution and budget to you for consideration 
with the expressed desire that the appropriation requested will be 
set by the Committee on Rules and Administration and by the- 

enate. 
Yours sincerely, 
Tueopore Francis GREEN, 
Chairman, Subcommittee on Privileges and Elections. 


Budget, Subcommittee on Privileges and Elections 


Base Gross Monthly | Total for 
Position salary salary salary period of 
(per (per (gross) budget 
annum) 


STAFF 
| and investigative: 


Assistant Chief Counsel 

Minority Counsel 

eee 

0 

Editorial and research: Research assistant 
Administrative and clerical: 

Assistant clerk (secretary to Director) 

Assistant clerk 


$14, 979. 45 
14, 979. 45. 
14, 979. 45 

8, 907. 98 
8, 568. 87 
7. 777. 61 


9, 358. 42 


PA SPaeeB 
28 282288 
$2 ESEERS 


ADMINISTRATIVE 


Contribution to civil service retirement fund (6}4 percent of total salaries paid) 
Travel (inclusive of field investigations) 

Hearings (inclusive of reporters’ fees) 

Witness fees, expenses 

Stationery, office supp! 

Communications (telephone, telegraph) 

Newspapers, magazines, documents. 

Contingent fund 


Subtotal administrative expense 


Total fund requested by Subcommittee on Privileges and Elections 
Less reduction on part of Committee on Rules and Administration 


Fund soquected, 8; Rest. 90. cccnncdiccstcscknccviicsinsitietsinébiesinpeiscintiieddds 


O 


BESSESES 
assesses 


— 
- 
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86TH CoNGREsS } SENATE { Report 
Ist Session No. 13 


SELECT COMMITTEE ON IMPROPER ACTIVITIES IN THE 
LABOR OR MANAGEMENT FIELD 


January 30, 1959.—Ordered ta be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Henntnas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 44] 


The Committee on Rules and Administration, to whom was re- 
ferred the resolution (S. Res. 44) continuing the Select Committee on 
Improper Activities in the Labor or Management Field and increas- 
ing its limit of expenditures, having considered the same, report favor- 
ably thereon without amendment, and recommend that the resolution 
be agreed to by the Senate. 

This resolution would continue the select committee until not later 
than January 31, 1960, and authorize it to make expenditures from 
February 1, 1959, through January 31, 1960, not in excess of 
$750,000— 


to conduct an investigation and study of the extent to which 
criminal or other improper practices or activities are, or have 
been, engaged in in the field of labor-management relations 
or in groups or organizations of employees or employers, to 
the detriment of the interests of the public, employers, or em- 
ployees, and to determine whether any changes are required 
in the laws of the United States in order to protect such in- 
terests against the occurrence of such practices or activities. 


The need for the continuance of the select committee is fully de- 
tailed in a letter to Senator Thomas C. Hennings, chairman of the 
Committee on Rules and Administration, from Senator John L. 
McClellan, chairman of the Select Committee on Improper Activities 
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in the Labor or Management Field, which letter (with accompanying 
financial statement and budget) is as follows: 


U.S. Senate, 
Se.ect CommitTree ON Improper ACTIVITIES IN THE 
LaBor OR MANAGEMENT FIELD, 
January 26, 1959. 
Hon. Toomss C. Henninos, Jr., 
Chairman, Committee on Rules and Administration, U.S. Senate, 
Washington, D.C. 

' My Dear Sunator: Reference is made to Senate Resolution No. 
44, introduced in the Senate on January 23, 1959. This resolution 
requests the continuation of the Senate Select Committee on Improper 
Activities in the Labor or Management Field for an additional period 
of 1 year. Attached is the estimated budget. for the period of Feb- 
ae 1, 1959, to January 31, 1960. 

The request for the continuance of the operation of this committee 
has been approved by the unanimous vote of the members of the 
select committee. 

As I pointed out before, the economic factors involved in the 
committee’s work are of great. magnitude. We are dealing in a field 
which directly affects over 17 million working men and women in 
organized labor. It is evident that organized labor is one of the most 
dominant forces in our Nation’s economy and the economic well-being 
of our country can be directly affected by the unscrupulous control of 
portions of organized labor by racketeers and dishonest labor officials. 

The treasuries of unions, including pension and welfare funds, 
represent an investment capital of such size that their impact on the 
securities and investment markets can best be gaged in the light of 
the Securities and Exchange Commission report that pension fund 
reserves alone are currently the largest single source of equity capital. 
The tremendous financial resources of labor unions have attracted too 
many unprincipled men who have sought to enrich themselves to. the 
detriment of the rank and file members of these organizations. These 
men have assumed dictatorial powers; stripped various members of 
their democratic rights by means of manipulation of their constitutions 
and bylaws and by resort to obscure legal technicalities; and have 
resorted to coercion and violence to accomplish their purposes. They 
have hired highly paid accountants, lawyers, and publicity men to 
assist them in their grab for control and have flouted the courts, 
Congress, and the rights of members of their unions. 

The committee has filed a report for its first year work, a copy of 
which is attached for your reference. The staff of the committee, at 
the present time, is diligently at work on a report of its operations 
during the 2d session of the 85th Congress. It is hoped that this 
report will be completed and filed soon after mid-February 1959. 

As we have pointed out in our first report, and in hearings we have 
had during the past year, management must accept the blame for its 
part in bad labor practices. The Atlantic & Pacific Tea Co. was 
equally at fault with Max Block, president of the Meat Cutters Union; 
and the Food Fair Co. was equally guilty in its dealings with officials 
of the Meat Cutters and other unions to obtain favorable contracts. 

We have found other instances of improper practices by both labor 
and management during our hearings. There was the mass picket 
lines and violence by the UAW in the Kohler strike on the one hand 























IMPROPER ACTIVITIES IN LABOR OR MANAGEMENT FIELD 3 


and the hiring of labor spies and purchase of tear gas. guns by the 
Kohler Co. on the other hand. 

In the committee’s hearings we have found wholesale lootings and 
embezzlements of the funds of the treasuries of the Teamsters Union. 
One example was that of local 107 in Philadelphia. In that situation 
we were confronted with the mass use of the fifth amendment by 
officers and underlings of this local to protect its higher officials—a 
very real example of dictatorial control of a local union by one man 
who reigns through the use of goon squads and violence. 

The committee hearings have also disclosed widespread improper 
practices-of union officials: Failure to disclose financial data io the 
membership of locals and some international unions; destruction of 
union records to conceal frauds and misuse of union funds; practices 
involving conflict of interest where union officials have entered into 
business enterprises which conflict with their obligations as union 
officials; infiltration of criminal elements into the field of both labor 
and management; corruption and collusion between criminal elements 
in management and labor to gain more favorable contracts to the 
detriment of the rank and file members of the union and competitive 
management concerns; improper secondary boycott practices and 
evidence of collusion between management to use such boycotts to 
eliminate competition between some management concerns; the use of 
“‘9o-betweens”’ and “labor consultants” who have ingratiated them- 
selves with dishonest labor leaders to obtain favorable terms for the 
companies these “consultants” represent. 

During the past year, the committee heard 547 witnesses, con- 
ducted 103 days of hearings in a 10-month period from Februar 26 
to December 26, 1958, or Pi a hearing in 1 out of every 2 working 
days. During these hearings, over 17,919 pages of testimony was 
taken. In comparison, during a similar period in the first year of the 
committee’s operations, between February 1 and December 1957, the 
committee heard 427 witnesses in 95 days of public hearings, the tran- 
script of which ran 15,736 pages. At the same time, of course, the 
members of the committee have had to cover their other senatorial 
duties. The burden of this work has been accepted by the committee 
because each member, T am sure, realizes the tremendous importance 
of the committee’s task. 

The following is a schedule of the hearings held since February 26, 
1958: 


Daysof | Numberof| Pages of 
hearings | witnesses 


transcript 


a 


tai a alice " LT beiieiiidiiieeieisnéainadting 4, 899 
a a all il 9 324 

aia ol olay 0......-cnne--nnn- 1,810 

Ss peeocecedal SEE Ht atbes dekucheinedabecess 36 1, 375 

Ubsbckie J he Ub atthintbdibbesowsh 855 


Sheet ioe Workers. Sadin ibe ebgitedl Aas Bicainenbsnedibsiideretdiendehand 
Coin m 


" 38 
LER peatinsdagesiee Feb. 26, Dec, 4, 9................ 
Glmeo-Local ? 17 Se. cecbseene en ABCs 


Oo ee ewww e wees en eee em |e ee ences wees nes ee ewes eweseeesss eee 


iHearings incomplete; to-be continued. 
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The work of the committee between February 1 and July 1958 was 
discussed in my letter to you 5 months*ago, dated July 22, 1958. 
This letter was yneorsorated in the Rules Committee Report No. 1942 
to the Senate. (To avoid repetition, I call your attention particularly 
to the discussion of the work of the committee, referring to the third 
paragraph on p. 3 of the printed report, which covers the hearings of 

ohler, Perfect Circle, the Philadelphia Teamsters, the Meat Cutters 
and the A. & P. Co., the Carpenters Union, the Apalachin Mafia 
inroads into organized labor, and the Chicago restaurant rackets.) 

Since then, we have held hearings in the following situations: 

1. The Detroit Overall case, involving the combination of a racket- 
controlled overall service with certain’ officials of the Teamsters 
Union in Detroit. Testimony indicated that Detroit automobile 
dealers were threatened with strike action but then told that if they 
would sign up with the particular overall company the union would 
not insist on a contract. 

2. For 7 weeks, the committee heard testimony on the activities of 
James R. Hoffa and the International Brotherhood of Teamsters, 
Chauffeurs, Warehousemen, and Helpers of America. The testimony 
covered a wide variety of subjects*the misuse of Teamsters funds, 
the stifling of union democracy, the extensive infiltration and domina- 
tion of the union by racketeers and hoodlums, the solicitation of 
payoffs and bribes to settle labor-management problems, and the con- 
tinuing use of violence as a weapon of coercion end intimidation. - 

3. A hearing into the practice of secondary boycotts. This field of 
labor-management relations, on which ‘there exists a‘ good deal of 
controversy, was studied in respect to a number of situations, trucking 
lines in Nebraska and Texas, and the Barbers Union in New York City. 

4. A hearing into the activities of certain officials of the Sheet Metal 


Workers International Union in the Chicago, Ill., area. The principal 

testimony centered on an arrangement arrived at between the Coleman 

Co. of Wichita, Kans., and Arthur Cronin; an international vice 

president of the union. Company officials testified they paid Cronin 

$27,000 for labor peace, and Cronin denied receiving the money. 

Testimony was also heard on payoffs made Py contractors in Chie 
nion 


to certain officials of a Sheet Metal Workers local. The payoffs 
were described as the price necessary to operate a sheet metal business 
in that city. 

In addition, the committee has heard several witnesses in two cases 
it excepts to develop further in the coming month. These are an 
investigation of racket infiltration in the coin-operated machine indus- 
try and in a hearing into the activities of Joseph Glimco, president of 
local 777 of the Teamsters in Chicago, which represents some of that 
city’s taxi drivers. 

We have 51 members on our current staff. I would like to point 
out, as I have done before, that in my opinion we have assembled one 
of the most dedicated, experienced, and capable staffs ever utilized 
by a Senate committee. The staff members have worked without 
regard to usual business hours. A 12- or 15-hour day, frequently 
including Saturdays and Sundays, is not unusual for each of them. 
Were it not for their diligence and ability, it would have been impossi- 
ble for us to accomplish what we have in the relatively short space of 
2 years. : 








IMPROPER ACTIVITIES IN LABOR OR MANAGEMENT FIELD 5 









In addition to the above, the committee has also utilized, on a full- 
time basis, six very experienced investigators on loan from the Senate 
Permanent Subcommittee on Investigations, whose work has. been of 
invaluable help to the committee. 

It is the duty of the committee to take all steps to reveal the full 
facts to the Congress so that. corrective measures can be taken where 
needed. Congress can act wisely only when it is in possession of the 
complete picture. This has been foremost in the minds of the chair- 
man and mernbers of the committee.- It is my earnest desire and, 
I believe, the desire of other members of the committee, to complete 
the assignment at the earliest possible moment. However, the task 
of the committee is, as yet, not complete. During the course of the 
hearings thus far, there have been brought to light situations which, 
we feel, require legislative attention, but. by no means have all the 
existing wrongs been fully disclosed. 

The staff is presently engaged in investigating other complaints of 
improper labor and’ management practices in areas not previously 
covered. It appears essential that the facts developed be presented 
and studied if we are to have a full understanding of all the factors 
upon which to base remedial legislation. ‘These facts must be thor- 
oughly explored to avoid the danger of enacting Jegislation which, 
while intent on curbing improprieties of dishonest labor or manage- 
ment officials, may also work to hamper and restrict proper labor and 
management relations and practices of honest, bona fide unions. 

To properly fulfill the committee’s responsibilities, more time is 
needed. It is my earnest hope that the committee will be able to 


complete its task by the end of the current year, and submit a final 
report to the Congress. 


Sincerely yours, 

























































































Joun L. McCuetzian, Chairman. 


Financial statement, Feb. 1 to Dec. 31, 1958 
Authorization under 8, Res. 221, as amended 








Expenditures: 
: Salasies cw). i486 OL. Sb -Uis eee $425, 427. 75 
} Per diem (investigators) _...._. A9, 818. 00 
Travel (investigators) .....-... 42, 773. 81 





cording proceed 


-—<<-=-see88 









Office supplies. 2222. 2---s...-- ; 
Telephone and telegraph_-_--_-- 38, 199. 16 
DULOED cen cudanateeccpenaeoe 1, 168. 57 










1, 294. 26 
Accounting firm..........-..- 23, 032. 51 


$658, 829, 78 





peepensed balance: 














isbursing office_............. 81, 170. 22 
National Savings Bank_....... 3, 924. 39 
Cash on hand__-...........--. 534. 79 
Voucher by clerk_.....-.--... 16. 07 
Cash advances_. ........--.. 5, 099. 75 





00 
91, 170. 22 : 
ie SOR 68 


Balance of authorization, Dec. 31, 1959... ....222---s22-c-----2- 91, 170. 22 
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Financial statement, Feb. 1 to Dec. 31, 1958—Continued 


Estimated expense for January 1959 
aa unpaid bills for December 
1958: 


Detailed employees reimbursable 
(3 months) 

Witness fees and travel 

Investigators’ per diem and 


Telephone and telegraph 
Contract accountant 
Office supplies 
Documents 


$87, 867. 36 
3, 302. 86 
$91, 170. 22 


Proposed budget for the Senate Select Committee on Improper Activities in the Labor 
or Zener nen Field, pursuant to S, Res. 44, for the period Feb. 1, 1959, to Jan. $1, 
19 
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Proposed budget for the Senate Select Committee on Improper Activities in the Labor 


or Management Field, pursuant to S. Res. 44, for the period Feb. 1, 1950, to Jan. $1, 
1960—Continued 
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Report writer 
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Calendar No. 12 


86TH CONGRESS | SENATE ; Report 
1st Session 


No. 14 


SENATE PERMANENT SUBCOMMITTEE ON 
INVESTIGATIONS 


Janvary 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Hennineos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8, Res, 43] 


The Committee on Rules and: Administration, towhom was referred 
the resolution (S. Res. 43) authorizing the Committee on Government 
Operations to make investigations into the efficiency and economy of 
‘operations of all branches of the Government, and providing additional 
funds therefor, having considered the same, report. favorably thereon 
without amendment, and recommend that the resolution be agreed to 
by the Senate. 

This resolution would authorize the expenditure of $220,000 by the 
Committee on Government Operations for the continued operation of 
its Permanent Subcommittee on Investigations from February 1, 
1959, through January 31, 1960. 

It should be noted that the text of the resolution purposely de- 
lineates in greater detail than heretofore the committee’s precise 
jurisdiction pertinent to the intended investigations. The language 
was employed by the Committee on Government rations to offset 
the ruling of the United States Court of Appeals for the District of 
Columbia Circuit in Brewster v. United States (255 F. 2d 899 (1958)); 
certiorari denied by the Supreme Court of the United States on 
October 14,1958 (358 U.S. 842). 

Additional information relative to the Brewster case and a summary 
of the subcommittee’s activities during the past year are contained 
in a letter to Senator: Thomas ©. Hennings, Jr., chairman of the 
Committee on Rules and Administration, from Senator John L. 
McClellan, chairman of the Committee on Government Operations, 
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which letter (with accompanying financial statement and budget) is 
as follows: 
U.S. Senate, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Senate PERMANENT SUBCOMMITTEE ON INVESTIGATIONS, 
January 23, 1969. 

Hon. Tuomas C. Hennings, Jr., 
Chairman, Committee on Rules and Adminietration, U.S. Senate, 

Washington 25, D.C. 

My Dear Senator: Reference is made to Senate Resolution 43, 
86th Congress, Ist session, which was introduced in the Senate on 
January 23, 1959, requesting funds for the continued operation of the 
Permanent Subcommittee on Investigations for the period from 
February 1, 1959, to January 31, 1960.» Prior to submitting this 
resolution to the Senate, it was reported out favorably by a majority 
of the Committee on Government. Operations. 

Attached hereto is an estimated budget for the operation of this 
subcommittee for the year beginnin Seloneee 1, 1959, together with 
a statement of the proposed staff bidearien. It is estimated under this 
budget that it will require $220,000 to operate this subcommittee 
during the coming year. 

You will notice that language has been. added to this year’s resolu- 
tion fer the purpose of spelling out, in more detail, the subcommittee’s 
precise jurisdiction. This is considered necessary in view of the 
recent ruling of the United States Court of Appeals for the District 
of Columbia in Brewster v. United States (255 F. 2d 899). Frank 
Brewster, the defendant, had been convicted of contempt of Congress 
for his refusal on jurisdictional grounds to answer questions and 
produce records concerning the accuracy of financial statements filed 
with the Labor Department by his labor izations. The court 
reversed his conviction and questioned whether the Senate had 
properly granted the subcommittee the authority to conduct certain 
types of investigations. The court held that the subcommittee’s 
jurisdiction was “not at all clear” under the general language contained 
rule XXV(g)(2)(B). On May 26, 1958, in a aids on the floor, 
reported on page 8443 of the Congressional Record, I expressed the 
unanimous view of the subcommittee in urging the Attorney General 
to appeal this decision which could seriously hamper the efficient 
operation of the subcommittee. The appeal was taken but the 
Supreme Court denied the writ of certiorari. It is anticipated that 
the additional language in the proposed resolution will clarify the 
subcommittee’s jurisdiction. 

The subcommittee’s investigations and hearings concerned the 
— of many governmental agencies, including the Department 
of Defense, Department of the Army, Department of the Air Force 
Department of State, Department of the Post Office, the Federa 
Trade Commission, and the International Cooperation Administra- 
tion. The members feel the subcommittee operated efficiently and 
economically during the past year and accomplished a great deal of 
good. The following is a résumé of principal matters handled by the 
subcommittee. 
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CIVIL AIR PATROL AND AIR FORCE 











































The subcommittee conducted executive hearings concerning the 
relationship of the U.S. Air Force with the Civil Air Patrol (CAP). 
This federally chartered nonprofit corporation is, by legislation, an 
auxiliary of the U.S. Air Force. While it functions without the benefit 
of any directly appropriated Federal funds, it operates on private 
donations and preferential military donations of surplus property. 
The Air Force is presently donating each year surplus aircraft and 
parts to the CAP, with a cost value debe $6 million. Additionally, 
approximately 400 Air Force officers, enlisted men, and civil service 
employees are engaged solely in CAP activities, Space is provided 
the organization in Federal buildings and at numerous Air Force 
facilities. The national commander, designated by the Secretary of 
the Air Force, is an active duty major general in the Air Force. Prior 
to our hearings, however, the Air Force exercised no real authority 
over CAP fiscal affairs. 

Between 1954 and 1957 several taxpayers donated large and luxuri- 
ous yachts to the CAP because of the advantageous deductions 
available under an Internal Revenue ruling that characterized the 
CAP as an educational institution. Lt. Col. Hugh M. Pierce, Jr., 
CAP, the air inspector of the New York wing, operated the program 
and misappropriated over $57,000 of the proceeds from the sale of 
the yachts. The matter came to the attention of those Air Force 
officers who administer the CAP in Washington. Pierce’s command- 
ing officer, Alfred W. Sutter, colonel, CAP, was appointed to investi- 
gate the matter. He obtained restitution of the full amount from 
Pierce, but he, in turn, misappropriated over $34,000 of the proceeds. 
As a result of the subcommittee’s inquiry, this money was returned 
to the CAP by Sutter, Both Pierce and Sutter have since been dis- 
missed by the CAP. Their casés have been turned over to the 
district attorney’s office in New York County and will be presented to 
a grand jury on January 26, 1959. Additionally, testimony indicated 
that Sutter had failed to file any Federal income tax returns for the 
past 5 years. The Bureau of Internal Revenue is taking action on 
this matter and is reexamining the tax returns of the donors of the 
yachts. 

The subcommittee recognized that the CAP is a needed organization 
and it was not the desire of the subcommittee to detract from any of 
its important functions. At a meeting of the national executive board, 
resolutions were adopted as a result of recommendations made by the 
subcommittee, which gave authority to the Air Force to audit all 
financial records of the CAP and allow the Air Force to make such 
inspections of the CAP activities as might be deemed necessary to 
insure that assistance furnished to the CAP by the Air Force is being 
properly utilized. 


ARMED SERVICES TECHNICAL INFORMATION AGENCY 








On April 26, 1958, newspaper publicity revealed that John W. 
Dukeminier, a 24-year-old employee at the Library of Congress, had 
taken without authorization several hundred classified documents 
from the Armed Services Technical Information Agency (ASTIA), 
which was located within the Library of Congress. ASTIA is an 
executive agency administratively operated by the Air Force for the 
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urpose of providing an effective: flow .of scientific information to 
ork ro of contracts with the Department of Defense. Executive 
sessions were held on Juné 6 and12, 1958. This agency which han- 
dies hundreds of thousands of classified documents had no system of 
intra-accountability. The commander of ASTIA could only esti- 
mate the number of classified documents, stating that his estimate 
might be accurate within two or three hundred thousand. The guard 
system was totally inadequate. Only three guards were on duty 
until midnight and no guards were on duty on weekends. There was 
no alarm system at ASTIA. The subcommittee insisted that action 
be taken to correct these delinquencies. As of the moment, the guard 
system has been increased from 3 to 21, and plans have been formu- 
lated for an accountability system for classified documents. 


ROBERT A, M’DONALD, DEPUTY ASSISTANT SECRETARY OF DEFENSE 
(PROPERTIES AND INSTALLATIONS) 


Robert A. McDonald, Deputy Assistant Secretary of Defense 
(Properties and Installations), who had taken office on July 6, 1956, 
had an interest in a firm in New York which was in financial difficult : 
and from shortly after taking office until the time he resigned, Feb. 
ruary 1, 1958, he was taking trips in connection with this firm’s 
business, for which he was not charging annual leave. An audit 
conducted by the General Accountin Office revealed that he owed 
the Government $1,171.20. He has delivered his check for this sum 
to the Department of Defense. 


PROJECT SEA WEED (AIR FORCE) 


On June 6, 1958, an executive session was held concerning Project 
Sea Weed, which is an Air Force term applied to the prepositioning of 
war materiels at Air Force bases and concerns the supplies and equip- 
ment necessary for immediate defense retaliation strikes in the event 
of war. This program was applied to U.S. Korean airbases in the fall 
of 1956 for a theoretical D-date of July 1, 1957. Testimony disclosed 
that at one base no stocks were requisitioned until August 1957; that 
the officer responsible for the program at one base had not established 
an account on which Sea Weed stocks could be requisitioned ; and that 
the designated officer at another base had received no briefings from 
the Air Force in Japan which had the responsibility for the program. 
Testimony revealed that little had been accomplished on this project, 
due to the lack of concern at all levels, coupled with the shortage of 
personnel. 

Although the unit manning document pertaining to the program 
called for the assignment of one officer, nine enlisted men, and two 
civilians at one airbase, there were actually assigned only one officer 
and two enlisted men, who devoted approximately one-third of their 
time to the program. It was also ascertained that much of the Sea 
Weed stock that had been requisitioned had been commingled with 
other stocks in the base supply account and never became part of the 
Sea Weed program. At the time of the testimony before the sub- 
committee in June 1958, substantial progress had been made on this 
program and the percentages of stocks had risen tremendously. 
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NIKE EXPLOSION AT MIDDLETOWN, N.J. 


An executive session was held on July 30, 1958, concerning the 
Nike explosion at Middletown, N.J., which had occurred on May 22, 
1958. Phe Army, which had thoroughly investigated the explosion, 
was unable.to state exactly what had caused it, but concluded that the 
most probable cause was the crushing or rupturing of a detonator cap. 
Since there are 244 of these missile airbases, and since the Army was 
in the process of changing from the Nike--Ajax missile to the Hercules 
missile, which has an atomic warhead, there existed a great potential 
danger to persons residing in the areas of the various bases. It was 
ieeortaiadedl that there existed no independent committee composed 
of civilian experts to examine the safety precautions in order to insure 
that every precaution was taken toward eliminating the probability 
of an accident. The Secretary of the Army heartily agreed with the 
subcommittee that such a committee was necessary, and on August 20, 
1958, he established a committee of five distinguished civilian experts 
to examine the adequacy of safety measures, not only for the Nike- 
Hercules, but for all Army air ialoae systems. 





















STATE DEPARTMENT, RECEIPT OF GIFTS 


Executive hearings were held concerning the receipt of gifts from 
foreign governments by U.S. Government employees. There is a 
constitutional provision poomnenag receipt of such gifts without the. 
consent of Congress, which is article 1, section 9, clause 8. On Sep- 
tember 8, 1902, and again in 1952, the Attorney General’s Office 
issued rulings which stated that the constitutional provision must be- 
interpreted very strictly. Likewise, the Solicitor’s Office of the State. 
Department on December 24, 1913, and again on January 4, 1919, 
concluded that the constitutional provision prohibited donees from. 
keeping gifts. As recently as February 7, 1957, a memorandum, 
located in the files of the Administrator, Bureau of Security and 
Consular Affairs, indicated that it had been determined that all gifts. 
received by State Department employees from officials. of the Saudi 
Arabian Government should be turned over to the Office of Protocol. 
Despite this history, the legal office of the State Department, on 
November 13, 1957, issued a circular claiming that. the rule, “de. 
minimis non curet lex,” which means that the law does.not concern 
itself with trifles, was to be applied to gifts proffered to.State Depart 
ment employees. Accordingly, if the State Department employee 
decided the gift was of minor intrinsic value, he could keep it. The- 
State Department legal officer advised that he had prepared. this 
circular knowing that it was contrary to the Attorney General’s. 
Office, whose opinions, he felt, were only advisory in nature. How- 
ever, testimony from officials in other executive departments of the 
Government clearly indicated that they followed the. ruling of the 
Attorney General’s Office and not that of the State Department. It 
became apparent that there were two different rules of conduct; one 
for the State Department employees and one for individuals in other 
executive departments. This lack of uniformity caused the subcom- 
mittee to ask the President of the United States to.issue an Executive 
order clarifying the situation. In a letter of December 12, 1958, the: 
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subcommittee was advised by the White House that a careful and 
thorough study was being made within the executive branch and it 
was anticipated that legislative proposals would be submitted to the 
Congress in this session. 


MISREPRESENTATIONS IN THE ADVERTISING OF PROPERTY 


Public hearings were held in connection with Senate bill 3889, 
85th Congress, 2d session, which was introduced by Senator Karl E. 
Mundt and cosponsored by Senator John L. McClellan. This bill was 
directed at the elimination of a vicious racket by which some 70 firms 
in the United States have been fleecing small businessmen of an esti- 
mated $50 million annually. These firms enter into contracts with 
businessmen to advertise the business on a national scale when, in 
fact, the salesman has represented that the business will be sold in 
a short period of time at inflated prices. Testimony disclosed that 
there are approximately 32 misrepresentations made by the salesman 
to the seller. Sales resulting from the advertising are less than one- 
half of 1 percent. 

Although the National Association of License Law Officials, the 
National Association of Real Estate Boards, Better Business Bureaus, 
and various attorneys general testified that Federal legislation is 
needed to control this type of operation, postal authorities maintained 
that they have jurisdiction in this type of case and have been unable 
to secure any prosecutions because of the difficulty of proof. The 
Department of Justice supported the Post Office Department and felt 
that existing Federal statutes are adequate. The subcommittee feels 
that some type of stronger Federal control such as Federal licensing 
of such firms is perhaps needed. Future hearings will be held to 
determine the effectiveness of the present statutes with a view to 
formulating new legislation. 

On January 30, 1957, the Select Committee on Improper Activities 
in the Labor or Management Field was created by the Senate under 
my chairmanship pursuant to Senate Resolution 74, and it was con- 
tinued pursuant to Senate Resolution 221, dated January 29, 1958. 
Six professional members of the staff of the Senate Permanent Sub- 
committee on Investigations have been, and still are on loan to the 
select committee. In addition, one clerk from this subcommittee 
was loaned to the select committee and two clerks worked jointly for 
both committees. Thus, approximately $98,000 of the $200,000, 
which was appropriated to the Senate Permanent Subcommittee on 
Investigations, has been expended for purposes connected with the 


Select Committee on Improper Activities in the Labor or Management 
Field. 


If there is any further information you desire concerning the pro- 
posed operation of this subcommittee during the coming year, I wi 
be glad to confer with you or members of your committee. 

Sincerely yours, 


Joun L. McCretnan, 
Chairman; 
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Senate Permanent Subcommitiee on Investigations of the Committee on Government 
Operations—Financial statement, Feb. 1, 1958, to Jan. 28, 1959 
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Expenditures (Feb. 1, 1958, to Dec. 31, 1958): 
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MinOO PUNNB hb ckdsnd Jc tucticndsibabatade 537. 90 
Telephone and telegraph. ................------- 1, 622. 14 
Ps wantin wcankwavadnns canna ccdneowtte nace 122. 54 
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Proposed budget for the Senate Permanent Subcommittee on Investigations of the 
ommitiee on Government Operations, pursuant to S. Res. 43 for the period Feb. 1, 
1959, to Jan. 31, 1960 
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JOINT COMMITTEE ON WASHINGTON METROPOLITAN 
PROBLEMS 












January 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Henntnos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Con. Res. 2] 



























The Committee on Rules and Administration, to whom was re- 
ferred the concurrent resolution (S. Con, Res. 2) continuing the Joint 
Committee on Washington Metropolitan Problems and_ providing 
additional funds for the joint committee, having considered the same, 
report favorably thereon without amendment and recommend that 
the concurrent resolution be agreed to by the Senate. 

This concurrent resolution would authorize the continuance of the 
Joint Committee on Washington Metropolitan Problems, which was 
created by House Concurrent Resolution 172, agreed to August 29, 
1957, through September 30, 1959.. In addition, the concurrent 
resolution would authorize the expenditure by the joint committee 
of an amount not to exceed $30,000, from February 1, 1959, through 
September 30, 1959. 

he accomplishments of the joint committee and the purposes for 
its continuance are more fully detailed in a letter to Senator Thomas 
C. Hennings, Jr., chairman of the Committee on Rules and Adminis- 
tration, from Senator Alan Bible, chairman of the Joint Committee on 
Washington Metropolitan Problems, which letter (with an accom- 
panying financial statement and budget) is as follows: 

Coneress or THE Unrrep Srares, 
Joint CoMMITTEE ON WASHINGTON METROPOLITAN PROBLEMS, 
Washington, D.C., January 27, 1959. 

Hon. Toomas C. Henninos, Jr., 
Chairman, Committee on Rules and Administration, Washington, D.C. 

Dear Senator Henninos: Reference is made to Senate Concurrent 
Resolution 2, 86th Congress, Ist session, which was introduced in the 
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Senate on January 12, 1959, requesting funds for the operation of the 
Joint Committee on Washington Metropolitan Problems for the 
period from February 1, 1959, through September 30, 1959. Prior 
to submitting this resolution to the Senate, it was reported out 
favorably by a majority of the Senate District Committee. 

Attached hereto is an estimated budget for the operation of this 
committee for the period beginning February 1, 1959, up to and 
including September 30, 1959. You will note that it is estimated 
under this budget it will require $30,000 to operate this committee 
during the period above mentioned. Approximately $10,000 will 
remain from the present appropriation which expires on January 31, 
1959. 

This committee was authorized to study the growth and expansion 
of the Washington metropolitan area, the problems created by that 
growth and expansion and how they were dealt with by existing 
governmental bodies, and the impact of growth and expansion upon 
the District of Columbia. _Weshall complete the committee’s assigned 
tasks and submit our final report to Congress during January 1959. 
However, the report does not include our findings in connection with 
the transportation problem in the metropolitan area inasmuch as this 
particular phase of our studies has not been completed and cannot be 
completed at this time. 

We have published 12 staff studies, totaling 459 pages. In addition, 
a number of unpublished studies have been prepared. The committee 
has held 9 days of public hearings, amounting to 1,159 published 

ages. It has also held executive sessions. In the course of these 
earings, 82 witnesses were heard, and an additional number of 
statements filed. ; 

This has provided background for the committee’s final report, to 
be submitted before January 31, under the terms of our resolution; 
and the progress report filed in January 1958. However, of funda- 
mental significance to our work, both to the specific sections of our 
final report dealing with transportation and to our more general 
recommendations on regional government, are the data in the ‘“‘Mass 
Transportation Survey Report.” This report is not now available 
and probably will not be available as a published document until 
about the end of April. It is most important that our committee 
should study this report, conduct public hearings in connection there- 
with, and report to Congress on the mass transportation survey. To 
do this we need time and an appropriation of $30,000. Therefore, 
we respectfully request that the attached budget be approved by your 
committee. 

I can assure you that this committee will continue to operate as 
economically as the circumstances justify. 

T shall be glad to appear before your committee should your com- 
mittee desire further information regarding the proposed budget. 

Thanking you for your committee’s le attention to this matter 
and with kind regards, I am 

Cordially, 
Auan BIB.e, 
Chairman, Joint Committee on Washington Metropolitan Problems. 





ON WASHINGTON METROPOLITAN PROBLEMS 3 


Joint Committee on Washington Metropolitan Problems—Financial report, Feb. 1, 


1958, to Jan. 31, 1989, under 8. Con. Res. 57, agreed to Feb. 19, 1958— 
Expenditures 


$30, 204. 


Telephone and telegraph 

Postage 

Documents and publications 
Stationery 

Petty cash 

Reimbursable payments to agencies 
Stenographic recording of proceedings 


Total expenditures 
Estimated expense, Jan. 1-31, 1959 (including salaries) 


Estimated balance of authorization, Jan. 31, 1959 
(Balance on hand Dec. 31, 1958, $18,787.29.) 


Budget, Feb. 1, 1959, to Sept. 80, 1959 


Total for 

Position period of 
ber budget 
(gross) 


Legal and investigative: 
Staff director ($45.2777 per day for 120 days). 
Consultants (per diem at $45.7777 per day 
and by contract) 
Administrative and clerical: 
Secretary (8 months) 
Stenographer (8 months) 
Typist (8 months) 


Subtotal, staff expense. 


ADMINISTRATIVE 


Contribution to civil service coteeenent fund (6% percent of total salaries paid) ............... 
Reimbursable payments to agenci 

Travel (inclusive of field investigations) 

Hearings (inclusive of reporters’ fees 

Stationery, office supplies 

Communications (talephece. telegraph) 

Contingent fund 

Miscellaneous 


Subtotal, administrative expense. 


BOURE, o Sadist ectidicdctudedledvnbsbtnbdebidsollatabuadadndilimmacaiancmeenmnmn — 


Fund requested, 8. Con. Res. 2: $30,000. 


0 
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INVESTIGATIONS BY THE COMMITTEE ON 
ARMED SERVICES 


January 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Hennings, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 26] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 26) authorizing the Committee on Armed Serv- 
ices to investigate certain matters relating to the common defense, 
and providing additional funds therefor, having considered the same, 
report favorably thereon without amendment, and recommend that 
the resolution be agreed to by the Senate. 

This resolution would authorize the expenditure of $190,000 by 
the Committee on Armed Services, or any duly authorized subcom- 
mittee thereof, from February 1, 1959, to January 31, 1960, to examine, 
investigate, and make a complete study of any and all matters within 
its jurisdiction as specified by rule XXV of the Standing Rules of the 
Senate. The funds would be utilized principally by the Preparedness 
mens Subcommittee for the p of overseeing the com- 
mon defense and a the policies of the Department of Defense 
insofar as they affect the security of the Nation. 

The p of the resolution are more fully detailed in a letter to 
Senator Thomas C. Hennings, Jr., chairman of the Committee on 
Rules and Administration, from Senator Richard B. Russell, chairman 
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of the Committee on Armed Services, which letter (with accompany- 
ing budget) is as follows: 


Unitep States SENATE, 
CoMMITTEE ON ARMED SERVICES, 


January 21, 1959. 
Hon. Tuomas C. HEnnINGsS, Jr., 
Chairman, Committee on Rules and Administration, 
U. S. Senate, Washington, D.C. 


My Dear Mr. Cuarrman: I will appreciate it if the Committee 
on Rules and Administration-will give prompt consideration to the 
approval of an original Senate vention adopted by the Committee 
on Armed Services. This resolution would provide spending authority 
to the committee, or any duly authorized subcommittee, for the 
period February 1, 1959, through January 31, 1960. The resolution 
adopted by the committee is identical to those adopted forthe pre- 
ceding two sessions of Congress, and the amount of funds is also at 
the same monthly rate; the total authorization requested is $190,000. 
Attached are copies of the proposed budget and Senate resolution. 

These funds are being requested for the continued operation of thie 
Preparedness Investigation Subcommittee, which, as you know, 
maintains for the full committee an investigative surveillance over all 
policies and procedures of the Department of Defense, and other 
activities falling within the jurisdiction of the committee, and reports 
on ways in which those activities may be improved in economy and 
efficiency. 

The committee feels that the improvements recommended by this 
subcommittee in the past justify many times over the amount ex- 

ded for its activities, while at the same time its own operations 


ave been characterized by economy to such a degree that approxi- 
mately $63,000 is being returned to the Senate out of the $190,000 
made available under Senate Resolution 212, 85th Congress, 2d 
session, which went into effect on January 23, 1958. 
Sincerely, 


Ricnarp B. Russe, Chairman. 
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Proposed budget, Preparedness Investigating Subcommittee, Committee on Armed 
Services, Feb. 1, 1959, through Jan. 31, 1960 


STAFF 


Legal and investigative: 
Chief Counsel 


iga’ 
Administrative and clerical: 
Chief Clerk 
Assistant — Clerk 


p soeoo8 
S828 Sszees 


SEES REESEE 
BEBE SeIeR 
SE8% SERES; 
BESS SBBBE 


-e 
32 


ngs 
Witness fees, expenses 


Communications . 
Coatingent funds... 


Subtotal, administrative expense 


OTE... . nccncacacentcpsienscc aieniseeamgiennesbentammiibdedmeanammedarembeniitnonintiniiaiiedh 


Funds requested, 8. Res. 26: "$190,000. 


S555 
sssesss 


O 

















Calendar No. 15 


86TH CoNnGREss : SENATE Report 
1st Session { No. 17 





ADDITIONAL PERSONNEL FOR THE COMMITTEE ON 
FOREIGN RELATIONS 











Janvary 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Henninas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 30] 





























The Committee on Rules and Administration, to whom was re- 
ferred the resolution (S. Res. 30) authorizing the Committee on For- 
eign Relations to employ certain additional personnel, having con- 
sidered the same, report favorably thereon and recommend that the 
resolution be agreed to by the Senate. 

This resolution would authorize the employment of two additional 
professional staff members and three additional clerical assistants by 
the Committee on Foreign Relations until otherwise provided by law. 

There follows a letter from the chairman of the Committee on For- 
eign Relations, Senator Theodore Francis Green, to the chairman of 
Committee on Rules and Administration, Senator Thomas C, Hen- 
nings, Jr., explaining the resolution: 


U.S. Senate, 
CommiTTrEE oN ForzigN RELATIONs, 


January 24, 1959. 
Hon. Tuomas C. Hennings, Jr., 


Chairman, Committee on Rules and Administration, U.S. Senate, 
Washington, D.C. 

Dear Senator Hennines: There is before the Committee on 
Rules and Administration a resolution (S. Res. 30) to authorize the 
— on Foreign Relations to employ certain additional per- 
sonnel. 

If approved by the Senate, Senate Resolution 30 would authorize the 
committee to employ two professional staff members and three clerical 
assistants, to be paid from the contingent fund of the Senate. 

Since 1951, the Committee on Foreign Relations has had authority 
to employ two clerical assistants. Last year Senate Resolution 240 
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authorized the committee to employ two additional professional staff 
members. 

Senate Resolution 30 which was reported unanimously from the 
Committee on Foreign Relations would authorize the employment of 
two professional staff members and three clerical assistants, one more 
clerical assistant than was authorized last year. The need for the 
additional clerical assistant during 1959 is required by a sharp increase 
in the committee’s business and by the fact that the committee’s 
membership has been increased from 15 to 17 members. 

I hope the Committee on Rules and Administration will give favor- 
able consideration to the resolution. 

Sincerely yours, 
Tueopore Francis GREEN, 
hairman. 
O 
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STUDY OF U.S. FOREIGN POLICY 









January 30, 1959.—Ordered to be printed 
Filedfunderfauthority of the order of the Senate of January 29, 1959 


Mr. Hewnineos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 31] 































The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 31) authorizing the Committee on Foreign 
Relations to make a study of U.S. foreign policy, and providing addi- 
tional funds therefor, having considered the same, report favorably 
thereon without amendment, and recommend that the resolution be 
agreed to by the Senate. 

This resolution would authorize the expenditure of $500,000 by the 
Committee on Foreign Relations, or any duly authorized subcom- 
mittee thereof, from February 1, 1959, through January 31, 1960— 


to make a full and complete study of any and all matters per- 
taining to the conduct of U.S. foreign policy, with special 
reference to Latin American and Canadian affairs, and the 
problems of world disarmament. 


The purposes of the study are stated fully by the Committee on 
Foreign Relations in its report to the Senate on Senate Resolution 31 
(S. Rept. 2, 86th Cong., 1st sess.).. Additional information on the 
contemplated inquiry is contained in a letter to Senator Thomas C. 
Hennings, Jr., chairman of the Committee on Rules and Administra- 
tion, from Senator Theodore Francis Green, chairman of the Commit- 
tee on Foreign Relations, which letter is as follows: 


US. Senate, 
CommiITTEx ON ForreiGn RELations, 


January 27, 1959. 
Hon. Tuomas C. Hennings, Jr., 
Chairman, Committee on Rules and Administration, U.S. Senate, 
Washington, D.C. 
Dear Senator Henninos: I am writing to call your attention to 
Senate Resolution 31, to authorize a study of U.S. foreign policy, with 
34008 






2 STUDY OF U.S. FOREIGN POLICY 






special reference to Latin American and Canadian affairs, and the 

roblems of world disarmament. The resolution was reported by me 
rom the Committee on Foreign Relations January 20 coalaees referred 
to the Committee on Rules and Administration. 

In brief, the resolution authorizes expenditures by the Committee 
on Foreign Relations of a total of $500,000 over the next year to carry 
on four studies which have heretofore been provided for separately. 
These have to do with a general review of foreign policy, a study of 
U.S.-Latin American relations, a study of disarmament, and a study 
of U.S.-Canadian relations. 

The status of all of these studies is described in detail in the Foreign 
Relations Committee’s report on Senate Resolution 31, a copy of which 
is ns The report also contains the committee’s budget for the 
studies. 

I hope the Committee on Rules and Administration will be able to 
give prompt and favorable consideration to this matter. 

Sincerely yours, 


















Tueopore Francis Green, Chairman. 





The budget to accompany Senate Resolution 31 is as follows: 
Budget 







Gross yearly 









Administrative and clerical: salary 
De... scene he ee tdieminetaiawtnseuncon $14, 750 
De. Figee Ri neiwambs bas sols Sl ses conhisosenasd 11, 021 
TO a i a i a i , 082 
i ie ahiie a edaseaten 5, 629 
CP metic wigwabdcumebotbe eee tek BB 5, 403 
IO. oben k eb ee sue A EE BUI OR JOlotes. ecuiud 5, 403 





DG. Sins i SBM cele li ndsindanesnerdenrdbnn-e 2, 480 










ADMINISTRATIVE 






Contribution to civil service retirement fund_................--.-.-- 












Reimbursable payments to agencies__............s--..--.--.------- 51, 004 
Teeth, RR sii cs stein adind -sactanlannnvcabenehenntne 9, 
TN i mendon ue 6, 000 
Seatienery, Clee SUH... coc ccc cccwcccckmenensssubeteUole 2, 900 
Commannitetions. ........<ssncncssslueeee ees BU Wek 1, 
I a ni i it saa nn inne 1, 027 
Proposed contracts with authorized agencies__.........-.......-.-.- 375, 000 
Wi OU, se os. ok ie dal. cation Juciddiibedbeden 449, 232 
Fund requested, 8. Res. 31, grand total. ...........-....--... 500, 000 





It is anticipated that the foregoing figure of $500,000 will be broken 
down into the various, planned studies in the following approximate 






amounts: 

VPoreles polley etetdy icici) cp ciiseemsed do oceccccuccconcuscs $288, 000 

IID a acintrchiniies ancieiianivainte-remetaipasagalde ited delanhes ates 133, 000 

NI INI cu. :id iain iiibetdiscaiabeiliteiiaadl bcaecibmaiaiiib in ati dais a iatabah cibeiaiion 11, 350 
56, 650 






Disarmament study ....nncoscuccogcnsnduebesiwelubbiess be. 
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Ist Session No. 19 


RECEPTION OF FOREIGN DIGNITARIES 


January 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8S. Res. 32] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 32) providing assistance to Members of the 
Senate in the discharge of their responsibilities in connection with 
visits to the United States by foreign dignitaries, and for other 
purposes, ve ae favorably thereon without amendment, and recom- 
mend that the resolution be agreed to by the Senate. 

This resolution would authorize the Committee on Foreign Relations 
to employ from February 1, 1959, through January 31, 1960, one 
additional professional staff member— 


to assist the Senate properly to discharge its activities and 
responsibilities in connection with participation in various 
interparliamentary institutions and to facilitate the inter- 
change and reception in the United States of members of 
foreign legislative bodies and prominent officials of foreign 
governments. 


Also authorized would be the expenditure of $5,000 for expenses of 
Members in this connection. 

The purposcs of Senate Resolution 32 are more fully stated by the 
Committee on Foreign Relations in its accompanying report to the 
Senate (S. Rept. 3, 86th Cong., Ist sess.). Additional information 
is contained in a letter to Senator Thomas C. Hennings, Jr., chairman 
of the Committee on Rules and Administration, from Senator Theo- 
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dore Francis Green, chairman of the Committee on Foreign Relations, 
which letter is as follows: 
U.S. Senate, 


CommiTT£cE ON Foreign RELATIONS, 
January 22, 1959. 
Hon. Tuomas C. HENNINGs, Jr., 
Chairman, Committee on Rules and Administration, 

U.S. Senate, Washington, D.C. 

_ Dear Senator Henntnos: Senate Resolution 32 has been referred 
to the Committee on Rules and Administration. That resolution 
would authorize extension of assistance to Members of the Senate in 
the discharge of their responsibilities in connection with visits to the 
United States by foreign dignitaries, and for other purposes. 

This resolution, reported unanimously from the Committee on 
Foreign Relations, is an extension of Senate Resolution 259 of identical 
title, agreed to during the 85th Congress. It authorizes the Com- 
mittee on Foreign Relations to expend not more than $5,000 between 
February 1, 1959, and January 31, 1960, for the reception of foreign 
visitors. It also authorizes the employment of one professional staff 
member to assist Members in the reception of such guests and to help 
in arranging for U.S. participation in interparliamentary activities. 

As you know, many Senators have participated in conferences 
abroad with representatives of other parliamentary bodies. These 
conferences, and the visits of foreign parliamentarians to this country, 
have served to promote the democratic process in the world. 

During the past year, Senate Resolution 259 enabled Members of 
the Senate to receive approximately 200 members of foreign parlia- 
ments and members of foreign governments. The total cost for the 
reception of these visiting dignitaries and the reimbursement of the 
minor expenses which members incurred totaled $2,700. As required 
by Senate Resolution 259, disbursements have been from the econ- 
tingent fund of the Senate upon vouchers certified by the Senator 
incurring such expenses and approved by the chairman of the Com- 
mittee on Foreign Relations. Im addition, expenditures have been 
subject to regulations. promulgated by the chairman of the Commit- 
tee on Foreign Relations, a copy of which is attached for your infor- 
mation. 

It is not possible to provide the Committee on Rules and Adminis- 
tration with a budget applicable to the $5,000 requested inasmuch as 
the number of foreign Soares likely to visit the Capitol this year 
is not known at this time. On the basis of last year’s expenditures, 
however, it is estimated that the sum required will not exceed the 
$5,000 requested. 

I hope very much that the Committee on Rules and Administration 
will approve Senate Resolution 32. 

Rinoendly yours, 
THeopore Francis Green, Chairman. 
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REGULATIONS 


RECEPTION OF FOREIGN DIGNITARIES AND MEMBERS OF PARLIAMENTS. 
PURSUANT TO SENATE RESOLUTION 259 


1. No expenditure shall be made from the sum provided by Senate 
Resolution 259 (85th Cong., Ist sess.), agreed to March 7, 1958, 
except for actual and necessary expenses, and unless approved in 
writing in advance by the chairman of the Committee on Foreign 
Relations. 

2. Disbursements and reimbursements for expenses, from the sum 
contained in such resolution, shall be generally for the assistance and 
reception of foreign officials visiting the United States, including 
members of foreign legislative bodies, or in connection with par- 
liamentary meetings and similar gatherings. 

3. Authorization of expenditures from the fund created by Senate 
Resolution 259, or reimbursement therefrom, shall be limited to 
Members of the Senate and to such members of the staff of the 
Committee on Foreign Relations as the chairman of the Senate 
Foreign Relations Committee may designate. 

4. The staff member employed by authority of said resolution shall, 
under the direction of the chairman of the Senate Committee on 
Foreign Relations and the chief of staff thereof, make such arrange- 
ments as may be necessary to assure compliance with the terms of the 
resolution, including the obtaining of advance authorizations required 
for payment of actual and necessary expenses, and the keeping of 
appropriate records. All records of receipts, reimbursements, and 
other matters concerning the use of the sum under the resolution. 
shall be maintained in the administrative files of the committee. 


O 
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86TH CoNnGrREss } SENATE Report 
1st Session | No. 20 


STUDY OF BANKING AND CURRENCY MATTERS 


Janvary 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Hennines, from the Committee on Rules and Administration, 
submitted the following 


REPORT 
[To accompany 8. Res. 20] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 20) authorizing the Committee on Banking and 
Currency to make a complete study of any and all matters within its 


jurisdiction, and providing additional funds therefor, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the resolution be agreed to by the Senate. 

This resolution would authorize the expenditure of $70,000 by the 
Committee on Banking and Currency, or any duly authorized sub- 
committee thereof, from February 1, 1959, through January 31, 1960 
to examine, investigate, and make a complete ot of any and all 
matters within its jurisdiction as specified by rule XXV of the Standing 
Rules of the Senate. 

The general purposes of the study are stated by the Committee on 
Banking and Currency in its report to the Senate on Senate Resolution 
20 (S. Rept. 5, 86th Cong., 1st sess.). Additional information on 
the contemplated inquiry is contained in a letter to Senator Thomas C. 
Hennings, chairman of the Committee on Rules and Administration, 
from Senator J. W. Fulbright, chairman of the Committee on Banking 
and Currency, which letter (with accompanying budget) is as follows: 


U.S. Senate, 
CommiTres ON BANKING AND CURRENCY, 
January 21, 1959. 
Hon. Tuomas C. Henninos, Jr., 
Chairman, Committee on Rules and Administration, U.S. Senate, 
Washington, D. C. 

Dear Mr. CuHatrMan: On January 19, 1959, the Committee on 
Banking and Currency agreed unanimously to repast Senate Resolu- 
tion 20, introduced on January 14 by myself and Senator Capehart. 
The resolution was referred to your committee on January 20. 
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The resolution authorizes this committee, or any duly authorized 
subcommittee thereof, to employ on a temporary basis such technical, 
clerical, and other assistance as may be necessary to carry out studies 
and investigations within the jurisdiction of the committee. 

You undoubtedly will recall that for many years resolutions similar 
to this one have been approved for this committee on an annual basis. 
We introduced and reported this resolution for the amount of $70,000 
because of our need to obtain additional personnel to supplement the 
regular permanent staff, and to cover other expenses inerdent to exer- 
cising our committee responsibilities. Due to the extremely complex 
nature of the matters within our jurisdiction, we have found it neces- 
sary, from time to time, to bring in experts in the various fields of our 
jurisdiction. 

The workload of the committee is extremely heavy under normal 
circumstances; that is, in dealing with legislative matters which recur 
year after year. Experience has shown that we must anticipate dur- 
ing each session some special study or legislation which makes it 
necessary to employ additional staff and to reimburse agencies for the 
use of their personnel. 

During the coming session such matters will include four bills re- 
quested by the Securities and Exchange Commission, which constitute 
general revision of the following acts: the Securities Act of 1933, the 
Securities Exchange Act of 1934, the Investment Advisers Act of 1940, 
the Trust Indenture Act of 1939, and the Investment Company Act 
of 1940. These bills will require long and detailed study because of 
the intricate technical and legal aspects of the legislation. 

We also expect an extraordinarily heavy volume of legislation in 
the category of international finance. This will include increases in 
the capital of the International Bank, increases in subscriptions to 
the International Monetary Fund, the authorization of the proposed 
Inter-American Bank, and perhaps the proposed International De- 
velapihens Association, pursuant to the Monroney resolution passed 
by the Senate last year. 

There is also widespread interest in a number of legislative proposals 
already introduced dealin with economic stabilization. These in- 
clude amendments to the Kenploymcnt Act, legislation providing for 
standby consumer credit controls, a National Monetary Commission, 
standby price and wage controls, reserve requirements, and area 
redevelopment legislation. As you know, the monumental Financial 
Institutions Act failed to pass the House in the last Congress. 
Whether or not a general revision of the banking laws will be at- 
tempted again in this Congress is not yet clear. However, in all 
proability we will be dealing with most of the substantive items in 
that bill in one form or another. 

We also have the bill, introduced at the request of the administra- 
tion, to give the administration control over rates and terms of Fed- 
eral credit. As you know, this involves many Government lending 
and insuring programs and agencies. 

In addition to its legislative responsibilities, the committee normally 
receives requests from Senators, either formally or informally, during 
the course of a session to make special studies of various commodities. 
Some of these in the past have been coffee, newsprint, and steel scrap. 
While these studies may never reach the stage of formal hearings or 
investigations, they do require a great deal of staff work. 
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Of the $70,000 authorized for the last 12-month period under Sen- 
ate Resolution 214, estimated expenditures through January 31, 1959, 
are $45,960.19, leaving a balance of $24,039.81. 

Enclosed is @ copy of Senate Resolution 20. It is in the form pre- 
scribed by the sample resolution enclosed with your letter of Decem- 
ber 15, 1958, except that section 3 of your sample form (requiring that 
findings and recommendations be reported not later than Tenants 31, 
1960) is omitted. The reason for this omission is that we contemplate 
using the funds primarily for carrying out the regular committee 
work. 

Also enclosed is the completed standardized budget form, which is 
prescribed by your letter of December 15, 1958. 

Sincerely yours, 


J. W. Fuusricut, Chairman. 
Budget 


Gross Monthly | Total for 
salary period of 

budget 

(gross) 


STAFF 


Legal and investigative: Assistant counsel..... $842.81 | $10,113.73 
Editorial and research: 


* 979. 45 
Administrative and clerical: 


Assistant clerk (record) 
Stenographer 


Subtotal, staff expense 


Contribution to civil on retirement fund (6% percent of total salaries paid) 
Reimbursable paymen agencies 
Travel (inclusive of field investigations) 
Hearings (inclusive of reporters’ fees, 
Witness fees, expenses 
B8tationery, office supplies 
Communications (telephone, eee 
Spapers, Mag: 
Continent Hingent fund 


Subtotal, administrative expenss...ncccnceccccaceseustenccecccceccocacescocceccccceseces 


g| SeeEeseee 
S| essssssses 
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86TH CoNnGREss } SENATE { Report 


1st Session No. 21 


STUDY OF FEDERAL HOUSING PROGRAMS 


January 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Hennineos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 11] 


The Committee on Rules and Administration to whom was referred 
the resolution (S, Res. 11) authorizing the Committee on Banki 
and Currency to make a study of Federal Piaane programs, an 
providing additional funds therefor, having considered the same, 
report favorably thereon with an amendment, and recommend that 
the resolution, as amended, be agreed to by the Senate. 

This resolution would authorize the expenditure of $100,000 by the 
Committee on Banking and Currency, or any duly authorized sub- 
committee thereof, from February 1, 1959, through January 31, 1960 
“to examine, investigate, and make a complete study of any and all 
matters pertaining to public and private housing.” 

The amendment added by the Committee on Rules and Adminis- 
tration would reduce the amount requested from $114,500 to $100,000. 

The general purposes of the study are stated by the Committee on 
Banking and Currency in its report to the Senate on Senate Resolusion 
11 (S. Rept. 4, 86th Cong., Ist sess.). Additional information on the 
intended inquiry is contained in a joint letter to Senator Thomas C. 
Hennings, Jr., chairman of the Committee on Rules and Adminis- 
tration, from Senator J. W. Fulbright, chairman of the Committee 
on Banking and Currency, and Senator John Sparkman, chairman 
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of its Subcommittee on Housing, which letter (with accompanying 
budget) is as follows: 
U.S. SENATE, 


ComMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON HovsINa, 
January 21, 1959. 
Hon. Taomas C. Henninos, Jr., 
Chairman, Committee on Rules and Administration, U.S. Senate, 
Washington, D.C. 

Dear Senator Hennines: On January 20, 1959, there was re- 
ferred to your committee for consideration Senate Resolution 11 
which was reported favorably from the Committee on Banking and 
Currency on January 20, 1959. 

This resolution requests authorization for the Committee on Bank- 
ing and Currency, or any duly authorized subcommittee, to expend 
funds in an amount not exceeding $114,500. These funds will be 
used by the Subcommittee on Housing of the Committee on Banking 
and Currency to continue its study and investigation of matters 
relating to public and private housing. These functions are author- 
ized by section 134 of the Legislative Reorganization Act of 1946, 
pursuant to the committee’s jurisdiction under rule XXV 1(d)4 of 
the Standing Rules of the Senate: The subcommittee proposes to 
employ upon a temporary basis such assistance as it deems advisable 
in connection with the scope of activity to be carried out. 


During the 2d session of the 85th Congress, the subcommittee’s 
activities included studies and investigations of all phases of housing. 
The subcommittee also held hearings during the last session and pre- 
pared for the Committee on Banking and Currency the 1958 Emer- 
gency Housing Act, the omnibus housing bill, and other bills falling 


within the purview of the subcommittee. 

During the last session of the Congress, the subcommittee began a 
comprehensive study to throw light on the question, ‘‘Does the decade 
1961-70 pose roblaiig in private housing and mortgage markets 
which require Federal legislation by 1960?” It is generally agreed 
that during the next 10 years our economy will expand far beyond 
today’s level. The rate of home construction, which has been at a 
constant level for the past several years, must increase to meet the 
needs of a growing population with a rising standard of living. Net 
new family formation resulting from the births of the forties, the 
replacement of units to be demolished in order to carry out the 
national housing policy of a decent home for every American family, 
the increased mobility of American families, and the higher standard 
of living toward which we strive, will require more and better housing 
facilities in the future. Mortgage credit is the principal. resource 
problem. It is incumbent upon committees of Congress having & 
responsibility in the housing field to seek ways for providing an ade- 
quate supply of home mortgage credit in the future. 

The Subcommittee on Housing has launched this study of mortgage 
credit with a printed compendium, by experts in the field, which is 
widely regarded as a significant contribution to knowledge on this 
subject. It is planned that hearings will be held during this session 
of the Congress. It is also expected that this study will lead to con- 
structive legislative proposals and improvement of the Nation’s 
housing inventory. 
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The subcommittee has come to serve as a channel of communication 
between Members of the Senate, Government agencies, the housing 
industry, and the public. It has accumulated experience and knowl- 
edge which are utilized every day by Members having an interest in 
legislation, both existing and proposed, and in administrative problems 
affecting housing. 

It is our sincere belief that the $114,500 authorization requested is 
completely justified by the size and complexity of the many problems 
of our Federal housing programs and is, in fact, necessary if the 
Senate is to keep itself informed on these vital matters. We hope 
that your committee will give favorable consideration to this resolution. 

Attached to this letter is a copy of Senate Report 4 and an itemized 
budget indicating the manner in which the funds requested by this 
resolution are proposed to be used. 

Sincerely, 
J. W. Fuusricut, 
Chairman, Senate Committee on Banking and Currency. 
JOHN SPARKMAN, 
Chairman, Senate Subcommittee on Housing. 


Budget 










Gross Monthly | Tota! for 
Position Num- salary salary salary period of 


ber (per (gross) budget 










——— 


STAFF 

















Legal and investigative: i 
General counsel or staff director........... 1 $8,000 | $14,979.45 | $1,248.28 | $14,979.45 
CRORE i. cennecdictitendpniiecinion 1 8, 000 14, 979. 45 1, 248. 28 14, 979. 45 
DO RE, a. cnsesbenmaseireapeetren= 1 4,930 | 10,005. 82 833. 81 10, 005, 82 
TRVOURIRONOE.. 5.52 <~.cciccddescccsnccnsctctces 2 3, 540 7, 325. 45 610. 45 14, 650. 90 
Editorial and research: 
ONRTCN GOCUEE «cn ncccccaccacccceescesons 1 5,880 | 11, 513. 56 959. 46 11, 513. 56 
Bente OUNNOES .. . dab vneccdcdonécedjdibockinn 1 6, 000 11, 709. 76 957. 81 11, 709. 76 
Administrative and clerical: 
Assistant clerk (secretary to director) .....-. 1 2, 760 5, 855. 97 487.99 5, 855. 97 
Assistant clerk (file)......................- 1 2, 580 5, 516. 84 459. 73 5, 516, 84 
EIS GHEE < «np cacunbecccobacsssevaneus 1 2, 580 459. 73 5, 516. 84 





Subtotal, staff expense............------- 


ADMINISTRATIVE 






Contribution to civil service retirement fund (6% percent of total salaries paid) 







nn esaaennnneinaantl 6, 157. 36 
a sine ncebininapethi es pula 4, 690. 00 
rn (enemies OF PURGROGG Tete)... cenkesestatemgndbanddungrecnemacenansncmmndtiieie 5, 000. 00 
IE Cnt OOOO Bo ioe 6a kDa tuiccecnecudecdesubatinbendtbbwhsbinesieetediacducilinesus 2, 5). 00 
INI GUE CI nsnan su coguendmemmimntnn ocuiifrmnainaitiinmapimondninninipsinctinitenitees 200. 00 
eee SER SA eS AS A 400. 00 
POWeeete wReRNSINEs; GOONIES... dads iladsctdscocbitickinntticccsttthddextunccsccdsdbonaniiin 200. 00 
TIE ..dannwghnipilceniansamebaainegnenaieneandgrannbaiieesinmmengeuiimananiid 1, 314. 05 








Subtotal, administrative expense 


Fund requested, 8. Res. 11, $114,500. 
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86TH CoNnGREss )' SENATE 
1st Session { 


No. 22 





STUDY OF INTERNATIONAL ACTIVITIES OF FEDERAL 
EXECUTIVE BRANCH DEPARTMENTS AND AGENCIES 
IN THE FIELD OF HEALTH AND MEDICAL RESEARCH 


January 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Hennine@s, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8S. Res. 42] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 42) authorizing the Committee on Government 
Operations to make a study of the international activities of the 
Federal executive-branch departments and agencies relative to world- 
wide health, and for other purposes, and providing additional funds 
therefor, having considered the same, report favorably thereon with 
amendments, and recommend that the resolution, as amended, be 
agreed to by the Senate. 

This resolution, as amended, would authorize the expenditure of 
$45,000 by the Committee on Government Operations, or any dul 
satheribed: subcommittee thereof, from February 1, 1959, throug 
January 31, 1960— 


to make a complete study of any and all matters pertaining to 
the international activities of Federal executive-branch 
departments and agencies relative toworld wide health 
matters, and of any and all matters pertaining to intergov- 
ernmental relations between the United States and inter- 
national organizations of which the United States is a mem- 
ber * * * and of any and all matters pertaining to inter- 
national health research, rehabilitation, and assistance 
programs * * *, 
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The Committee on Rules and Administration has amended Senate 
Resolution 42 in the following respects: 

(1) The title has been changed, at the request of the Committee 
on Government Operations, to reflect more precisely the scope of 
the projected inquiry; 

(2) The words “from date of approval to January 31, 1960, 
inclusive,” on page 2, line 19, have been changed to “from Febru- 
ary 1, 1959, to January 31, 1960, inclusive,” to conform to estab- 
lished Senate fiscal practice ; and 

(3) The amount requested has been reduced from $55,000 to 
$45,000. 

The purposes of the resolution are more fully detailed in a letter and 
memorandum of justification to Senator Thomas C. Hennings, Jr., 
chairman of the Committee on Rules and Administration, from 
Senator Hubert H, Humphrey, chairman of the Subcommittee on 
Reorganization and International Organizations of the Committee on 
Government Operations, which letter and memorandum (with accom- 
panying budget) are as follows: 


U.S. Senate, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
SUBCOMMITTEE ON REORGANIZATION AND 
INTERNATIONAL ORGANIZATIONS, 
January 28, 1959. 
Hon. Tuomas C. HENnNiNGs, Jr., 
Chairman, Committee on Rules and Administration, Senate Office 
Building, Washington, D.C. 

Committee on Government Operations, Senator McClellan, I reported 
today to the Senate, Senate Resolution 42, which has been approved 
unanimously by the committee. The resolution seeks a 1-year exten- 
sion of the study of international health, research, rehabilitation and 
assistance programs, as originally authorized under Senate Resolution 
347, 85th Congress. 

Attached hereto are copies of a memorandum outlining the reasons 
for the committee request of additional time and funds for the study. 

I will look forward to the opportunity of appearing before your 
committee to submit any further data which you and your associates 
may wish with regard to this resolution. 

With kindest wishes, I am 

Sincerely, 
Housert H. Humpurey, 
Chairman, Subcommittee on Reorganization and International 
Organizations. 
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OvUTLINE OF MEMORANDUM OF JUSTIFICATION FOR PRroposep Future 
BupGer or INTERNATIONAL Heauru Srupy, Pursuant To SENATE 
RESOLUTION 347, 85rH CONGRESS, AND TO A New RESOLUTION 
FoR EXTENDING THE Stupy 




























A. Purpose of resolution 
Authority under extension resolution 
Duration of study 
Funds for study 
B, Justification for resolution 
1. Interests of U.S. Government 
Substantial Federal expenditure for health 
Relationship between hospital care and research 
2. Jurisdiction of Committee on Government Operations 
Agencies involved in research 
Agencies involved in international health assistance 
International organizations with health functions 
Follow-up on Hoover Commission 
Jurisdiction of other committees 
3. Workload of subcommittee 
Substantial correspondence 
Conferences in Washington 
Conferences abroad 
4. Results of the subcommittee to date 
Self-examination by health sources 
Publications to date and in process 
5. Future plans under study 
Budget 


A. PURPOSE OF RESOLUTION 













The Senate Committee on Government Operations submits here- 
with a resolution to the Senate Committee on Rules for the following 
purposes: 

(1) To extend the study of international health assistance, 
rvonten and rehabilitation beyond January 31, 1959, for a period 
of 1 year. 

(2) To replace the previously authorized budget of $30,000 
(of which an unexpended balance of $21,000 is Being returned 
by a new budget of $55,000 for the year ahead. 


AUTHORITY UNDER EXTENSION RESOLUTION 















The authority requested under the resolution remains the same, 
with one exception, as was granted under the amended version of 
Senate Resolution 347, 85th Congress. 

The exception carries out a decision which had been reached on the 
basis of discussion with members of the Senate Committee on Foreign 
Relations to this effect: 

The Senate Committee on Government Operations would not 
make operative provisions in Senate Resolution 347 for a review 
of international educational, cultural and exchange of persons 
program. The extension resolution now specifically excludes 
any reference to the educational, cultural and exchange of persons 
phases. 

DURATION OF STUDY 


At the time of the adoption of Senate Resolution 347, it was clearly 
recognized that any study so broad in character could not be completed 
y January 31, 1959, and that an extension would prove necessary. 
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It is believed that no less a period than 1 year from the present would 
prove ample, 


FUNDS FOR STUDY 


Similarly, the funds originally requested for the study while ade- 
quate for a period ending January 31, 1959, were insufficient for the 
presumed overall length of the study; therefore, a higher sum is now 
requested. 

roportionate to time, however, the sum is not as large. Thus, it 
is now proposed that $55,000 be authorized for 1 year, in contrast to 
the $30,000 previously approved for a period of 54% months (August 8, 
1958, to January 31, 1959). 


B. JUSTIFICATION FOR RESOLUTION 
1. INTERESTS OF U.S. GOVERNMENT 


Health and related activities are significant considerations in both 


domestic and foreign policy, as indicated in the preamble to Senate 
Resolution 347. 


Substantial Federal expenditure for health 


A considerable outlay is being made for these activities, as indicated’ 
by the following figures for the fiscal year 1959: 
Total new obligational authority for all Federal programs $76.9 billion. 


Total medical and health related programs____.......-.----- $2.9 billion. 


Estimated obligational authority for medical and health re- $454 million. 
lated research. 


Relationship between hospital costs and research 

Health responsibilities and commitments of the Federal Government 
have been growing year by year. 

There are indications that they will continue to grow in view of 
such facts as the age of the veterans’ population of the United States. 
This involves the possibility of larger future expenses for veterans” 
hospitalization and related programs. At present, veterans’ hospitals 
have an average patient-bed occupancy total of 115,000 persons. 
In addition health care of members of the U.S. Armed Forces is also 
a matter of sizable expenditure. 

It has kept these committees advised and has, in every way, sought 
to avoid any unnecessary duplication of effort. 

The committee expresses its appreciation for the understanding 
shown by them and their counterparts in the House of Represent- 
atives. 

The committee at the inception of its study endeavored carefully to 
delimit its area of review, i.e., to set forth very pny the areas 
which it proposed to review and those which it specifically intended 
to avoid. The subcommittee has carefully adhered to this scope. 

The study authorized under Senate Resolution 347 does not include 
rere of the substance of veterans’ and servicemen’s health care, as 
such. 

The study does bear indirectly upon such care, however in that 
international medical research may and does produce discoveries 
which have a direct effect in terms of reducing health costs. 

Past experience fully confirms that the research of a foreign labora~ 
tory or scientist, for example in the field of so-called miracle drugs, 








at 
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can have the very favorable results of advancing overall human health 
and cutting financial costs. 

It is a hope of the Committee on Government Operations that by 
virtue of its study and findings, the processes of medical research may 
be encouraged and expedited. This will serve humanitarian purposes 
of easing human pain, suffering, disability, and premature death. 
may also if only in part, serve to ease rising costs of health programs. 


2. JURISDICTION OF COMMITTEE ON GOVERNMENT OPERATIONS 


This committee has broad continuing responsibilities under the 
rules of the Senate and the legislative reorganization law. 
Rule XXV includes provision as follows: 


1. The following standing committees shall be appointed 
at the commencement of each Congress with leave to report 
by bill or otherwise: 

* « x * * 


(g)(1) Committee on Government Operations * * * 
to which committee shall be referred all proposed legislation, 
messages, petitions, memorials, and other matters relating 
to the following subjects: 


(A) Budget and accounting measures, other than 


appropriations. 
(B) Reorganizations in the executive branch of the 
Government. 
(2) Such committee shall have the duty of— 
* * * * + 


(B) Studying the operation of Government activities 
all levels with a view to determining its economy and 
efficiency; 

* * * * * 


(D) Studying intergovernmental relationships be- 
tween the United States and the States and municipali- 
ties, and between the United States and international 
organizations of which the United States is a member. 


These responsibilities are brought into action in view of the vast 
scope of Federal health programs. 

In the relatively brief period of this study, a host of significant 
estions involving many Federal agencies ha 
hese questions involve both internal agency activities, and external 
relationships including coordination or the lack of it, between agencies. 

As an indication of the scope of Federal agencies involved, the 
following lists may be borne in mind: 
Agencies inzolved in research 


The following agencies are engaged in research activities at home 
,and/or abroad of a medical-biological character: 


(1) Department of Health, Education, and Welfare. 

(2) Atomic Energy Commission. 

(3) Veterans’ Administration. 

(4) Department of Defense—Army, Navy, and Air Force, 
(5) Department of Agriculture. 












ve already come up. 


STUDY OF HEALTH AND MEDICAL RESEARCH 


(6) National Science Foundation. 
(7) Office of Civil and Defense Mobilization. 
(8) Department of Commerce. 
Other Federal agencies with significant health functions 
Finally, the following additional Federal agencies have health 
related functions of some significance: 
(1) Department of Labor. 
(2) Department of Treasury. 
(3) Department of Justice. 
(4) Federal Trade Commission. 
(5) Civil Service Commission. 
(6) President’s Committee on Employment of the Physically 
Handicapped. 
(7) Small Business Administration. 
(8) Panama Canal Zone Government. 
(9) National Advisory Committee to Selective Service. 
The present study will naturally only examine those Federal 
activities bearing upon the two fields of— 
(1) international medical research. 
(2) international medical assistance. 
Indirect results of the findings may however significantly affect 
many of the programs handled by agencies on the aforementioned lists. 


Followup on Hoover Commission 


The subcommittee is examining among other phases, the extent to 
which the health and research recommendations of the Hoover Com- 
mission on Organization of the Executive Branch of Government 
have been carried out. 


Jurisdictions of other committees 


The committee recognizes of course, the jurisdiction of other Senate 
committees in the health and research fields. 
The National Academy of Sciences, National Research Council, 
also has important responsibilities in this respect. 
Agencies involved in international health assistance 
The following departments and agencies are responsibie for admin- 
istering or implementing international health assistance programs: 
(1) Department of State. 
(2) International Cooperation Administration. 
(3) Department of Health, Education, and Welfare. 
(4) National Science Foundation. 


International organizations with health functions 


In addition, the United States is active in a broad variety of inter- 
national governmental organizations whose work embraces health in 
whole or in part— 

(1) United Nations including Technical Assistance and Special 
Scientific Committees. 

(2) World Health Organization and Pan-American Health 
Organization. 

(3) United Nations Children’s Fund. 

(4) Food and Agricultural Organization. 

(5) United Nations Relief and Works Agency (Arab retegos 

(6) United Nations Educational, Scientific and Cultural 
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Organization. 
7) International Labor Organization (occupational health), 
(8) South Pacific Commission. 

(9) International Atomic Energy Agency. 


(10) International Civil Aviation Organization (e.g., health 
quarantine). 


(11) Colombo plan. 



















3. WORKLOAD OF SUBCOMMITTEE 






In carrying out this study, the Subcommittee on Reorganization 
and International Organizations has been confronted by a sizable 


workload, based on correspondence and conferences at home and 
abroad. 


Substantial correspondence 


(1) The volume of correspondence from scientific and other authori- 
ties has been very sizable—aggregating hundreds of letters and re- 
ports, often both voluminous and detailed. At the outset, the sub- 
committee extended to a broad range of organizations its cordial 
invitation for expert recommendations. 

The subcommittee arranged for a nine-page oreliminary work plan 
to be submitted to such groups. On the basis of this plan, it solicited 
detailed reactions. This work plan was sent to the following types 
of organizations: 

(a) Agencies of the U.S. Government; 

(6) International organizations of which the United States is a 
member; 

(c) American medical organizations and allied groups—nurses, 
therapists, etc., in the healing arts; 

(d) American voluntary health organizations, sectarian and 
nonsectarian; 

(e) American and international scientific organizations in the 
fields of biology, chemistry, and related. disciplines; 

(f) American businesses which have had extensive experience 
in overseas programs of health for their own employees; 


(g) The American pharmaceutical industry, including its trade 
associations; 


(h) Foundations; 
(i) American medical colleges and schools of public health; 
(7) Independent research laboratories; and 
(k) Leading American scientists and physicians, 
The response to the subcommittee invitation has been extremely 



































































r- gratifying and almost without exception, favorable. A wealth of 
in material has poured in and is now in the process of being reviewed, 

summarized, and edited. 
al In addition to these responses, as such, have come a very consider- 

able number of spontaneous messages from a wide variety of interested 
th , individuals and groups. 

Conferences in Washington 

(2) A further phase of the subcommittee work has been detailed 

) meetings with a large number of interested agency officials, American 
; al and foreign physicians and others in the committee offices and the 





Office of the subcommittee chairman. Visitors have come from all 
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perit of the United States to share insight and observations in the 
study. 


Conferences abroad 


(3) Since the study is per.se international, it was and is necessary 
to secure direct firsthand reports from leading authorities abroad on 
the subject of medical research and service. 

Accordingly, the chairman of the subcommittee conferred with 
health and other officials in the following foreign countries from 
mid-November to early December 1958: 


France Denmark Soviet Union 
Switzerland Sweden Norway 
Finland United Kingdom 


Prior to the chairman’s discussions, the project director of the study 
had, during a trip from mid-October to early November, conferred 
with officials in many of the above and in these additional countries: 


Italy Belgium Germany 


Likewise, judgment was gained from officials in Spain by the staff 
director of the committee. He compiled additional information, as 
did the consultant to the committee from numerous European author- 
ities at the time the chairman and the project director were separately 
viewing this problem in Scandinavia and the-Soviet Union. 

The chairman personally secured information from the broadest 
possible gamut of officialdom, in addition to purely medical authorities. 

- A formal hearing was held in Paris at which testimony was received 
from the director of the French National Institute of Hygiene; the 
Executive Secretary of the Council of International Organizations in 
Medical Sciences, and the Chairman of the Board of Excerpta Medica 
Foundation. 

Helpful statements were compiled as well from Nobel award winners 
and other outstanding biologists, chemists, physicists in many of the 


aforementioned countries. 


4. RESULTS OF THE SUBCOMMITTEE TO DATE 


The ultimate results of the study are naturally still to be determined. 
Even at this early stage, however, it is believed that some of the 
more tangible effects may be as follows: 


Self-examination by health sources 


(1) Several Federal agencies have indicated that the very 
existence of this study has impelled them to examine very carefully 
not only their internal organization and procedures for interna- 
tional health purposes, but their external relationships with other 
Federal agencies. This self-examination, it is, believed, should 
prove conducive toward accomplishment of the goals of the study. 

(2) It has similarly been reported to the committeé that the 
efforts under the study have served as a catalyst for self-examina- 
tion of existing programs of international governmental organi- 
zations and by 

(3) American and foreign voluntary health agencies, pharma- 
ceutical companies and others. 
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By a broad series of inquiries, the subcommittee believes it has helped 
these and other sources increasingly to identify leading problems and 
challenges and to accelerate efforts toward resolving them. 

. By the very presence of subcommittee review in foreign countries, it 
is believed that foreign health authorities have more clearly perceived 
the desire of the Congress toward increased efficiency in international 
health relations. 

Publications to date and in process 


A series of publications is now in process of preparation which 
should help to achieve further results io. the above lines. 

The committee issued as an initial committee print a 117-page 
publication, entitled International Medical Research,” which was 
prepared by the National Institute of Health at the subcommittee’s 
request. 

ther publications shortly to be printed are— 

“Interim Report of the Subcommittee on Reorganization and 
International eterna Pursuant to Senate Resolution 347” 
(which will provide an outline accounting of all existing. Federal 
budgets in this field). 

“Statutory Authority for Medical and Health—Related Re- 
search by Federal Agencies” (which will indicate some gaps in 
existing authority). 

“The Status of World Health—In Outline Text and Chart” 
(a report prepared by the Public Health Service at the subcom- 
mittee’s request). It will indicate the overall dimensions of 
international health problems, in contrast to a piecemeal view 
which has tended to be presented to the Congress, to date. 

“The Armed Forces and Medical Research” (which will indi- 
cate the ae stake in war and in peace in health research). 

Each of these publications-will, it is felt, fill a gap in existing public 
and private documentation on these important areas. 
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5. FUTURE PLANS UNDER STUDY 


Among the subcommittee plans for the future are— 
(1) Extensive hearings—with testimony from Federal agencies, 
medical organizations and lay eran, 
(2) Issuance of additional publications, designed to clarify 
major. problems of international medical research and service: | 
(3) On-the-scene conferences and evaluation of health research 
and assistance efforts in developing areas of the globe such as 
- ~-Latin- America;~~~ ; _—— : 
Most important of all, of course; the subcommittee will concentrate 
on securing judgment from outstanding experts toward formulating 
recommendations for strengthened efficiency of Federal and inter- 
national activities. 
Budget 
The only major addition projected under the budget, over and above 
existing permanent and tempor personnel is an editorial aide. 
His task would be preparation and editing of the very considerable 
number of publications over and above those already listed. The 
subcommittee regards such documentation as essential to the achieve- 
ment of its goals, as well as for the purpose of public understanding. 
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Experience has shown that the existing editorial and other staff of 
the Committee on Government Operations, while always helpful, is 
necessarily so heavily committed to fulfill its varied responsibilities 
that it can be available only on a spot basis, for this particular special- 
ized study. 

Likewise, the project director of the study must devote principal 
time to evaluation of masses of complex correspondence and reports, 
holding of conferences with agency officials and private experts and 
planning of detailed program for decision and implementation by the 
subcommittee. His professional efforts should therefore be supple- 
mented by an editorial aid if full justice is to be done to the enormous 
volume of data which has already become available to the committee 
= _— is arriving in ever-increasing measure from the scientific 
world. 

Provision is made for $5,000 of reimbursement to Federal agencies 
in that the study will require certain services of official medical 
authorities on a temporary but a full-time basis. The complex subject 
matter necessitates such personnel being available to work with the 
staff for brief, irregular periods. 


Proposed budget, international health study 


Gross Monthly 
Position : salary salar 
(per (gross) 
annum) 


Project Dirge $14, 979. 45 
Editorial omibtont 11, 709. 76 
660 7, 551. 
5, 742. 93 
4, 047, 36 
49, 773. 96 4, 147. 81 


ADMINISTRATIVE 


Contributions to civil service retirement fund 
Reimbursable payments to agencies 

Travel (inclusive of field investigations) 
Hearings (reporter’s and witnesses fees) 


Stationery, office supplies 
Communications (telephone and telegraph) 
Newspapers (magazines and documents) 
Contingent fund 


Total, administrative expenses 
Less reduction proposed by the Committee on Rules and Administration 


8 | 88 | SSSS8528 
sslussssssy 


Fund requested, S. Res. 42; $55,000. 





9. 45 
9. 76 
18. 58 
35. 86 
17. 36 
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86TH CoNnGREss t SENATE Report 
1st Session No. 23 


INVESTIGATIONS BY THE COMMITTEE ON POST OFFICE 
AND CIVIL SERVICE 


JaNnvaRY 30, 1959.—Ordered to be printed 
Reported, under authority of the order of the Senate of January 29, 1959 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany §. Res. 8] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 8) authorizing the Committee on Post Office 
and Civil Service to investigate certain specific matters within its 
jurisdiction, and providing additional funds therefor, having con- 
sidered the same, report favorably thereon without amendment, and 
recommend that the resolution be agreed to by the Senate. 

This resolution would authorize the expenditure of $90,000 by the 
Committee on Post Office and Civil Service, or any duly authorized 
subcommittee thereof, from February 1, 1959, through January 31, 
1960, for the continuance or undertaking of studies a investigations 
relating to the administration of the postal service, the desirability 
of the acquisition by the Post Office Department of the equipment 
and facilities of the Railway Express Agency, the effects of postage 
rate increases enacted by the 85th Congress, the desirability of a group 
medical and hospitalization program for Federal employees, and the 
administration of the Federal employee group life insurance program 
by the Civil Service Commission. 

The purposes of the resolution are stated by the Committee on 
Post Office and Civil Service in its report on Senate Resolution 8 
(S. Rept. 9, 86th Cong., 1st sess.). Additional information on the 
contemplated inquiries is contained in a letter to Senator Thomas C. 
Hennings, Jr., chairman of the Committee on Rules and Administra- 
tion, from Senator Olin D. Johnston, chairman of the Committee on 








2 COMMITTEE ON POST OFFICE AND CIVIL SERVICE 


Post Office and Civil Service, which letter (with accompanying state- 
ment of justification and budget) is as follows: 


U.S. Senate, 
ComMITTEE ON Post Orrice aNp Civit SERVICE, 


January 27, 1959. 
Hon. Tuomas C. HeEnninos, Jr., 
Chairman, Committee on Rules and Administraiion, 
U.S, Senate, Washington, D.C. 

Dear Senator: I am submitting herewith a statement of justifica- 
tion and proposed budget to continue or undertake the following 
studies and investigations: (1) the administration of the postal service 
with particular attention to research and development, the quality of 
service rendered to the public and the application and effect of the 
postal policy enacted during the 85th Congress; (2) the desirability of 
the acquisition by the Post Office Department of the equipment and 
facilities of the Railway Express Agency; (3) the effect of postage rate 
increases enacted by the 85th Congress on business and the national 
economy; (4) the desirability of a group medical and hospitalization 
ae cog for Federal employees; and (5) the administration of the 

ederal employee group life insurance program by the Civil Service 
Commission. 

The committee conducted forerunners to these studies during the 
85th Congress. While much legislation was enacted, the complexit 
of the problems require further study and investigation before maxi- 
mum benefits are realized. 

The committee was given $50,000 under Resolution 208 during the 
second session, of a hich approximately $6,000 will remain unspent on 
January 31, 1959. : 
_ With kind regards, I am 

Sincerely yours, 
Our D. Jounston. 


STATEMENT OF JUSTIFICATION 


Senate Resolution 8 provides $90,000 to the Committee on Post 
Office and Civil Service for the 12-month period beginning February 1, 
1959, to continue or undertake studies and investigations of the 
administration of the postal service with particular attention to 
research and development, the quality of service rendered to the 
public and the effect of the postal policy enacted during the 85th 
Congress; the desirability of the acquisition by the Post Office Depart- 
ment of the equipment and facilities of the Railway Express Agency, 
the effect of the recent postage rate increases on business and the 
national economy and the administration of the Federal employee 
group life insurance program. 

- The study and investigation of the postal service has been carried 
forward by stages since it was first undertaken during the 83d Con- 
gress. Perhaps the most striking accomplishment to date is the 
énactment last year of Public Law 426 establishing a postal policy and 
the raising of postal rates to produce some $500 million in additional 
revenue annually. Certainly neither of these steps could have been 
taken with confidence except for the studies made by the committee 
and its Citizens Advisory Council. It is contemplated that the 
Citizens Advisory Council will play an equally prominent role in the 
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future in advising with the committee on ways of improving and 
modernizing our postal service and facilities... The committee-is.con- 
cerned that progress in the development of electronic and other types 
of equipment keep pace with the Department’s building construction 
and modernization program. Certainly more space is needed but 
that alone is not the complete answer to the problems of the postal 
service. 

In recent months two major railroads declared their intention of 
withdrawing support of the Railway Express Agency. Continued 
service to the public is of concern to the committee. The problems 
involved are complex in the extreme and-will require immediate and 
thoughtful attention if damage to the economy of the Nation is to 
be averted. ee 

By the same token, it is essential that the effect of the recent 
postage rate increases on the business fraternity of the Nation be 
studied carefully. Certainly, that must be done before intelligent 
consideration can be given to the further increases recommended by 
the administration. 

Finally it is proposed to study fully the Federal employee group life 
insurance program under which the Government and its employees 
paid over $100 million in premiums last year. 

These studies, covering a wide variety of subjects, including the 
desirability of permitting retirement on a voluntary basis at a gradual 
rate to be seid with reduced hours of employment, are necessary 
in the public interest and essential to the committee in the proper 
discharge of its duties and responsibilities. 


Authorization and organization 


The staff for the various studies and investigations will continue 
to be supervised by the executive director of the standing committee. 
It will consist of one special counsel, one investigator, one research 
staff member, one chief clerk, one assistant clerk and three clerical 
assistants. 


Commitiee staff workload 


The permanent committee staff during the 85th Congress was asked 
to study and research 231 legislative proposals and to investigate 
3,439 postmaster and 12 executive nominations. The committee 
held public hearings on 65 different dates on 20 legislative matters and 
5 executive nominations. 

The committee plans to conduct a survey of the needs for additional 
life insurance and for a group health insurance program for Federal 
employees. 

The committee also proposes to employ a firm of actuaries to report 
on the financial position of the group lite insurance fund. An ac- 
counting firm will be asked to review the Post Office Department’s 
position with respect to postal policy. These two studies will be 
completed during the year and will not reoccur. 

The committee will supervise the disbursement of the present 
request just as judiciously as it has in the past. Since 1955, we have 
eared to the Senate an average of 30 percent of the additional funds 
authorized each year. Approximately $6,000 will remain unspent at 
the end of January. 


COMMITTEE ON POST OFFICE AND CIVIL SERVICE 


STAFF 


Legal and investigative: 

Special counse) 

Investigator 
Editorial and research: Staff member 
Administrative and clerical: 

Chief clerk 

Assistant clerk 

Stenographer 


Subtotal, staff expense 


ADMINISTRATIVE 


Contribution to civil service retirement fund (644 percent of total salaries paid) 
Travel (inclusive of field investigations) 

Hearings (inclusive of reporters’ fees) 

Witness fees, expenses 

Stationery, office supplies 

Communications (telephone, telegraph) 

Contingent fund 


Subtotal, Administrative expemse............ Sbebbnbbbtinbepabibobsbibaebinbebevcbasess 


Fund requested, Senate Resolution 8, $90,000.00. 


0 









Calendar No. 23 


86TH CONGRESS I SENATE { Report 
Ist Session 












STUDY OF PROBLEMS OF SMALL AND INDEPENDENT 
BUSINESS 


































Janvary 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 16] 







The Committee on Rules and Administration, to whom was referred 
the resolution (S, Res. 16) to investigate certain problems of small and 
independent business, and providing additional funds therefor, having 
considered. the same, report favorably thereon without amendment 
and recommend that the resolution be agreed to by the Senate, 

This resolution would authorize the expenditure of $100,000 by the 
Select Committee on Small Business from February 1, 1959, through 
January 31, 1960— 


to examine, investigate, and make a complete study of the 
problems of American small and independent business and to 
make recommendations concerning those problems to the 
appropriate legislative committees of the Senate. 


The purposes of the resolution are more fully detailed in a letter to 
Senator ite C. Hennings, Jr., chairman of the Committee on 
Rules and Administration, from Senator John Sparkman, chairman 
of the Select Committee on Small Business, which letter (with accom- 
panying budget) is as follows: 
U.S. Senate, 
SeLect CommitTer ON SMALL Business, 


January 13, 1959. 
Hon. Tuomas C, Henninas, Jr., 
Chairman, Committee on Rules and Administration, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuareman: On January 31, the authority of the 
Select Committee on Small Business to make use of funds made avail- 
able under Senate Resolution 209 of the 85th Congress, 2d session 
will expire. Yesterday, ou behalf of the committee, I introduce 
Senate Resolution 16 seeking $100,000 for the coming 12 months. 
84008 






ae PROBLEMS. OF SMALL AND INDEPENDENT BUSINESS 


Some indication of the effective use-to which those funds were. put 
in 1958 will be evident when the committee files its annual report 
within-the-next 10 days... This decument-summarizes the significant 
interest of the committee in such fields of vital concern to small busi- 
ness as Government procurement, taxation, finances, mergers, and 
many phases of antitrust enforcement. The committee also devoted 
much effort to make possible enactment of such milestone legislation 
as_ Public Law 85-536, the Small Business Act_of 1958, which made 
the Small Business Administration a permanent agency of the Gov- 
ernment; Public Law 85-866, the Technical Amendments Act of 1958, 
which lightened the tax burden on small firms in several important 
respects, and Public Law-85=699;the Small Business Investment Act 
of 1958, which opened.up new sources of long-term and equity capital 
for small-concerns needing funds for growth and expansion. 

I cannot recall any single year since the committee was created in 
1950 when the efforts of the committee were more rewarded with sig- 
nificant accomplishments on behalf of the small business community, 
The: committee is of the opinion that ‘any lessening. of its activities 
would be unwise. In this regard, the annual report states: ‘In view- 
ing the highly competitive nature of our present-day economy, your 
committee feels that any relaxation.of itsefforts to help small business 
might react unfavorably upon the strength and ability of our 4 million 
small business units to, maintain and invigorate our economic 
democracy.”’ Sn Ot 

A conspicuous feature of the American economy in the years 
following the Korean war lias been the tremendous growth of many 
of our largest corporations in contrast to ‘a decline in the relative 
position of many of the Nation’s smaller business-enterprises. Infla- 
tion and the high tax rate have taken their toll of many once profitable 
small companies. ‘In the manufacturing field alone; since 1952 theré 
has taken place a nét’ shrinkage-of some 21,000 companies, and this 
despite an unprecedented high level of business activity during this 
period. Clearly, the prevailing economic climate seems: hostile to 
the nationwide community. of small_producers.and distributors. While 
so-called economic concentration is increasing apace, it is worth noting 
that when the final figures on-small business failures become available 
for 1958, they will very likely show that.more firms went into bank- 
ruptcy last year than in any year since 1939. 


or these and many other reasons, too numerous and complex to 
recount in this letter, the members of the committee agree with me 
that efforts to help solve the problems of:typical small businessmen 
throughout the country should be intensified. ‘This, of course, cannot 
be done unless supplementary funds are made available. I should be 
most happy to present a more detailed justification of this request for 
funds when your committee takes the matter under consideration. 
Once again it gives me great pleasure to state as evidence of the 
spirit of teamwork which motivates our committee that its ninth 
annual report will be, as in every past year, unanimous. 
With best personal wishes, I am. 
Sincerely yours, 
JoHN SPARKMAN, Chairman. 





PROBLEMS OF SMALL AND INDEPENDENT BUSINESS 


Budget 


Base Gross Monthly | Total for 

Num- salary salary salary period of 
ber (per (per (gross) budget 
annum) annum) (gross) 


STAFF 


Legal and investigative 
Special counsel 
Assistant chief counsel). 


Administrative and clerical: 
Assistant clerk (file) 
Stenographer 


ee Oe FO 


Subtotai, staff expense 


ADMIN .STRATIVE 


Contribution to civil service retirement und (6}¢ percent of totai -alaries paid) 
Travel (inclusive of field investigations) 

Hearings (inclusive of reporters’ fees) 

Stationery, office supplies 


yesses 
Resssss 
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INTERNAL SECURITY 






January 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


{To accompany S. Res. 59] 

























The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 59) authorizing an investigation of the adminis- 
tration of the national security law and matters relating to espionage, 
having considered the same, report favorably thereon without amend- 
ment, and recommend that the resolution be agreed to by the Senate. 

This resolution would authorize the expenditure of $224,000 by the 
Committee on the Judiciary for the continuance of its standin 
Subcommittee on Internal Security from February 1, 1959, throug 
January 31, 1960— 


to make a complete and continuing study and investigation 
of (1) the administration, operation, and enforcement of the 
Internal Security Act of 1950, as amended; (2) the adminis- 
tration, operation, and enforcement of other laws relating to 
espionage, sabotage, and the protection of the internal 
Seeeney of the United States; and (3) the extent, nature, 
and effect of subversive activities in the United States, its 
Territories and possessions, eee but not limited to, 
espionage, sabotage, and infiltration by persons who are or 
may be under the domination of the foreign government or 
organizations controlling the world Communist movement 
or any other movement seeking to overthrow the Govern- 
ment of the United States by force and violence. 


The purposes of the resolution are more fully detailed in a letter to 
Senator Thomas C. Hennings, Jr., chairman of the Committee on 
Rules and Administration, from Senator James O. Eastland, chairman 
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‘of the Committee on the Judiciary, which letter (with accompanying 
budget) is as follows: a ae : 
; eS. SENATE, 


=" CoMMITTEE ON THE JUDICIARY, 
January 26, 1959. 


Re Senate Resolution 59. 

Hon. THomas C. Henninos, Jr., 

Chairman, Committee on Rules and_ Administration, U.S. Senate, 
Washington, D.C. 0 2 2-5 Se 

Dear Mr. Cuarrman: In conformity with your letter of December 
15, 1958, I enclose a copy.of..the-budget for the Internal Security 
Subcommittee of the Committee on the Judiciary, for the period 
terminating January 31, 1960. 

This budget represents the same ‘amount of money which was made 
available to the subcommittee for tte period terminating January 31, 
1959, and contemplates no increase in the personnel of the subcom- 
mittee... +> : 

The Internal Security Subcommittee is turning back more than 
$20,000 of the funds allotted to it last year. Of this amount $15,000 
represents funds granted by Senate Resolution 378 of the 85th Con- 

ress, in August of 1958, as an addition to the $209,000 granted at the 
Cosishion of the session by Senate Resolution 233 of the 85th Congress. 
The purpose of this additional grant was to permit the committee 
to hold a series of major hearings which had been carefully planned 
and which it was contemplated would be held during the fall of 1958. 
‘Unfortunately, duties of Senators, and the demands on their time as 
a result of the election year, made it necessary to postpone these 
‘hearings and subsequently to cancel them for 1958. If these hearings 
‘had been held, the amount returned, in spite of the practice of careful 
‘economy by the subcommittee, would not have exceeded $1,000. 
_ Itis the present intention to go forward as early as possible in 1959 
‘with these hearings which have been postponed from 1958; and ac- 
cordingly, their cost has been tastadod in the estimates for the new 


ear. 

. The enclosed budget includes both the pay raise ordered by the last 
session of the Congress, and which the subcommittee is this year 
absorbing in ‘its overall budget, and also the increased amount in 
contributions to the civil service retirement fund, which this pay raise 
necessitated. - In order to absorb ‘these items, it has been necessary to 
reduce the contingent fund item in the new budget below $1,000. 
The contingent fund item: this year is approximately one-tenth of 
what it was last year, and.of course this is dangerously low. However, 
the subcommittee has proven its ability to stay within its budget, and 
in the year just ending has not a into its “contingent fund” 
item for a —— amount than is ‘allowed: in the “contingent fund” 
itenr in the budget hére presented for the new year. 

Numerous legislative quéstions respecting the internal security of 
the United. States-remain unanswered, and,it is anticipated that hear- 
angs.on legislation, in this field will-be in 1959, as.they were in 1958, a 
anajor. undertaking of the subeommittee..; The Internal Security Sub- 
committee proposes to continue during the year ahead its broad in- 
vestigation into Communist strategy and tactics, as well as its special- 
ized inquiries with respect to subversive activities affecting this 
country. Legislative oversight of the administration of the Internal 


‘ 
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Security Act and other antiespionage and antisabotage laws will be 
continued as required by the Legislative Reorganization Act. 

If your committee wants to hear further from me on the budget of 
the Internal Security Subcommittee, I am at your service. However 
since the Internal Security Subcommittee is not asking for increased 
funds over the amount made available last year, and since you 
yourself as a former member of the Internal Security Subcommittee 
are familiar with the nature and importance of its work, it is my hope 
that the budget, as submitted, will be approved. 

In response to your request for submission of a legible duplicate of 
the budget, I am submitting a first carbon copy. 

Kindest personal regards and all good wishes. 

Sincerely, 


James QO. Eastuanp, Chairman 


Internal Security Subcommittee, 1959 proposed budget 


Base Gross Monthly | Total for 
Position Num- salary salary salary 
ber (per (per (gross) 
annum) annum) 


Legal and investigative: 


$16, 300. 00 
13, 475. 38 
12, 886. 84 
11, 317. 39 


Chief investigator 
In oeeenanter 


Editorial director 
Assistant editorial director 
tor 


2 peenB 


Administrative and clerical: 
Records manager 
Confidential secretary 


BEB 3 


5 
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1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 


guguue geass saues 


PPPYSs 
Biegsecse #8 


ADMINISTRATIVE 


Contribution to civil service retirement fund (6}4 percent of total salaries paid) 
Travel (inclusive of field investigations) 

Hearings (inclusive of reporters’ fees) 

Witness fees, expe 

Stationery, office supplies 

Communications (telephone, telegraph) 

Newspapers, magazines, documents, postage 

Contingent fund 
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86TH CONGRESS } SENATE { Report 
1st Session 


No. 26 


INVESTIGATION OF IMMIGRATION AND 
NATURALIZATION MATTERS 


Janvary 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 55] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 55) to investigate matters pertaining to immi- 
gration and naturalization, having considered the same, report favor- 
ably thereon without amendment, and recommend that the resolution 
be agreed to by the Senate. 

This resolution would authorize the Committee on the Judiciary to 
expend $96,000 from February 1, 1959, through January 31, 1960, for 
the purposes of handling the heavy workload in the committee attrib- 
uted to the large number of private immigration bills and adjustment- 
of-status cases which are referred to it and to the innumerable routine 
items relating to immigration problems which arise in the committee 
from day to day. 

A review of the general work accomplished by the Subcommittee 
on Immigration and Naturalization of the Committee on the Judiciary 
is contained in a letter to the chairman of the Committee on Rules 
and Administration, Senator Thomas C. Hennings, Jr., from the 
chairman of the Committee on the Judiciary, Senator James O. 
Eastland, which letter (with accompanying budget) is as follows: 


U.S. SENATE, 
CoMMITTEE ON THE JUDICIARY, 
January 26, 1959. 
Re Senate Resolution 55, 
Hon. Tuomas C, Henninos, Jr., 
Chairman, Committee on Rules and Administration, U.S. Senate, 
Washington, D.C. 

Dear Mr. Curatrman: May I respectfully call to your attention an 

original resolution which was approved by the Committee on the 
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Judiciary on January 1959 and. which will be referred to the.Com- 
mittee on Rules and Administration. This resolution provides funds 
to the committee to the extent of $96,000 for the period beginning 
February 1, 1959, and ending January 31, 1960, which funds are 
needed primarily to maintain the standing Subcommittee on Immigra- 
tion and Naturalization. I am submitting herewith a copy of the 
resolution, as reported, and a proposed budget in connection with the 
resolution. 

The expenditure of funds contemplated under this resolution is 
made necessary by the continuing heavy workload of the subcommittee 
which may be attributed to the large number of private immigration 
bills and adjustment of status cases which are referred to the sub- 
committee, the numerous general imniigration and nationality bills 
referred to the subcommittee for action, and the innumerable routine 
items relating to immigration problems. 

The standing Subcommittee on Immigration and Naturalization 
has been maintained exclusively by funds provided by special resolu- 
tions since the 2d session of the 8ist Congress, and is presently 
maintained from funds made available pursuant to Senate Resolution 
235 of the 2d session of the 85th Congress. That resolution provided 
$90,000 for the period beginning February 1, 1958, and ending January 
31, 1959. 

To assist you in your consideration of this resolution and proposed 
budget, the workload of the standing Subcommittee on Immigration 
and Naturalization is hereafter ‘described briefly, under separate 
headings, for your convenience. 


I. ‘PRIVATE IMMIGRATION AND NATURALIZATION BILLS 


The number of private immigration and naturalization bills referred 
by the Senate continues to impose a heavy workload on the sub- 
committee. During the 85th Congress, there were referred to the 
subcommittee 1,350 private relief bills. Of the 1,350 private immi- 
gration and naturalization bills received by the subcommittee durin 
the 85th Congress, 1,147 were disposed of, 660 of which were reporte 
favorably to the Senate by the full Judiciary Committee, and 487 
were indefinitely postponed. The remaining 203 were not acted on 
prior to the time of the adjournment of the 85th Congress. 

To reflect properly the actual number of private bill cases handled 
by the subcommittee, the foregoing figures should be adjusted because 
of the practice of the House of Representatives of consolidating into 
one joint resolution several beneficiaries of individual private immi- 
gration bills. In the case of such joint resolutions, each case in- 
corporated is in the nature of an individual private bill, and the 
processing of such cases is essentially the same as that of other private 
immigration bills. ‘Therefore, the actual number of private immi- 
gration bill cases referred to the subcommittee was 1,865, of which 
number 1,168 were reported favorably to the Senate, 487 were indefi- 
nitely postponed, and 210 were pending at the close of the 85th 
Congress. Written reports were filed. with respect to all the private 
inimigration bills recomménded to: the full.committee for approval 
by the subcommittee. : 

‘Many ‘private bills are indefinitely postponed because the com- 
mittee has: a general -policy of.disapproving: private bills in cases 1m 
which an administrative remedy appears to be available. In this 
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type of ease, the staff assists the Senator’s office in. working out the 
administrative remedy for the alien involved. 


Il. GENERAL IMMIGRATION AND NATURALIZATION BILLS 


There were referred to the subcommittee 40 general immigration 
and naturalization bills during the 85th.Congress. Of the bills re- 
ceived, 8 were disposed of, 7 of which were reported favorably to the 
Senate by the full Judiciary Committee, 1 was indefinitely postponed, 
and there were 32 bills pending before the subcommittee at the time 
of the adjournment of the 85th Congress. 

In addition to a consideration of the new general immigration and 
naturalization bills referred to the subcommittee in each session of the 
Congress, the staff of the subcommittee continually observes the oper- 
ation of the Immigration and Nationality Act (Public Law. 414, 82d 
Cong.) which became effective on December 24, 1952, in order to 
assure fair and effective interpretation and administration of that 
act. Considerable work hours of the staff have been and will con- 
tinue to be utilized in conference with administrative enforcement 
officials of the executive branch in research, and in the study of rules 
and regulations and administrative interpretation. 

It is necessary for the subcommittee staff to maintain continuous 
liaison with the various branches of the executive departments con- 
cerned with the administration of the immigration and nationality 
laws, and it is expected that numerous informal sessions and confer- 
ences will be held, as in the past, between members of the staff and 
officials of the Visa Office and the Passport, Office of the Department 
of- State, the Immigration and Naturalization Service and the Board 
of Immigration Appeals concerning administrative problems in the 
enforcement of the Lmmigration and Nationality. Act and other im- 
migration and nationality laws. Members of the staff of the sub- 
committee consult-daily with other senatorial staff members in con- 
nection with problems arising under the act. 

The workload of the subcommittee was increased considerably 
during the past session of the Congress beeause of the widspread in- 
terest in the administration and operation of the Immigration and 
Nationality Act and the many bills to revise it. The seliosanlittes 
staff was required to devote substantial amounts of time in confer- 
ences and consultations with U.S. Senators, their assistants, personnel 
in executive departments, representatives of nongovernmental vol- 
untary agencies engaged in immigration and naturalization activities, 
bar associations, officers of commercial, and industrial enterprises 
affected by provisions of the act and its implementing regulations, 
and interested members of the general public. 

Public hearings were held on July 30, 1957, at which time repre- 
sentatives of the Department of Justice were afforded an opportunity 
to discuss the legislative proposals embodying the President’s program 
for changes in the immigration and nationality laws: In addition, 
4 days of public hearings were conducted on August 6, 7, 9, and 14, 
1957, on the numerous bills pending before the subcommittee to revise 
the immigration and nationality “lee: Nineteen witnesses, repre- 
senting various organizations were heard and, in addition, numerous 
ene filed for the record in lieu of personal appearances were 
received. ~ oe oe ee ‘ 
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Ill, REFERRAL CASES INVOLVING DISCRETIONARY ACTION OF 
‘ATTORNEY GENERAL 


There are numerous instances under the immigration laws where 
the Attorney General is granted discretionary authority to waive 
certain provisions of the law, but in such cases he is required to submit 
detailed reports to the Congress of his action. 

Under section 212(d)(6) of the Immigration and Nationality Act, 
he is required to report to the Congress certain cases in which he 
authorizes the temporary admission of aliens who are otherwise subject 
to exclusion. Section 212(a)(28)(i) of the Immigration and Nation- 
ality Act authorizes the Attorney General to admit certain aliens to 
the United States for permanent residence who are otherwise subject 
to exclusion because of their former membership in the Communist 
Party or other subversive organization if it is established to his 
satisfaction that they are bona fide defectors. The Attorney General 
must submit a detailed report to the Congress in each such case. 

During the 85th Congress, there were submitted 3,398 cases under 
the above provisions of law. All reports of the orders issued by the 
Attorney General are referred to the subcommittee, where they are 
carefully checked to see that the discretionary action is being exercised 
in conformity with the intent of the Congress. 

Under section 6 of Public Law 316 of the 85th Congress, which 
became law on September 11, 1957, the Attorney General is granted 
authority to waive the provision of the Immigration and Nationality 
Act which excludes from admission to the United States aliens 
afflicted with tuberculosis in behalf of close relatives of U.S. citizens 
and lawful resident aliens, and he is required to submit promptly a 
detailed report in any case in which this discretionary authority is 
exercised, During the 85th Congress, 459 cases under this provision 
of law were submitted to the subcommittee. Each case must be 
checked to see that this discretionary action is exercised in conformity 
with the intent of the Congress, 


IV. REFERRAL ITEMS AND CORRESPONDENCE 


The subcommittee has an extensive workload of referral items from 
Senators’ offices and correspondence which cannot be statistically - 
praised but which necessitates considerable hours of work by the staff. 


Vv. ADJUSTMENT OF STATUS CASES 


Under the immigration laws, the Attorney General is empowered 
to adjust the status of certain deportable aliens to that of aliens law- 
fully admitted for permanent residence through the procedure of 
suspension of deportation, but such adjustment of status is subject 
to affirmative oongreamonal appreval in certain categories of cases. 


In addition, under ‘the provisions of the Displaced Persons Act, a 
number, not to exceed 15,000, of persons who have gained admission 
into the United States on a temporary basis were eligible to have their 
status adjusted to permanent residence. Each of these cases is sub- 
ject to affirmative congressional approval by action similar to the 
action taken in certain of the suspension of deportation cases. A 
similar provision is contained in the Refugee Relief Act of 1953, as- 
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amended, for the adjustment of status of an additional 5,000 persons 
in a refugee category. 

While the cases involving suspension of deportation by the Attorney 
General or adjustments of status under section 4 of the Displaced 
Persons Act of 1948, as amended, or section 6 of the Refugee Relief 
Act of 1953, as amended, are submitted to the Congress for approval 
in groups, each individual case is the equivalent of a private bill. 
Each such case requires separate investigation in the subcommittee, 
an appraisal of the facts involved, and a determination on the merits 
regarding the grant of suspension of deportation or adjustment of 
status. In those cases where affirmative approval or disapproval is 
required, written reports are filed with the full committee. 

At the beginning of the 85th Congress, there were pending in the 
committee 965 cases involving the adjustment of the status of deport- 
able aliens under the suspension of Septntetion procedure. To that 
number of pending cases were added 1,657 additional cases submitted 
during the 85th Congress, making a total of 2,622 cases. Of the total 
number of cases.pending before the subcommittee during the 85th 
Congress, 1,771 were approved;-21 were withdrawn by the Attorney 
General, 18 were held for further information and 5 cases were not 
approved, leaving 807 cases in process at the time of the close of 
the 85th Congress. 

At the beginning of the 85th Congress, there were pending in the 
subcommittee 48 cases involving applications for adjustment of status 
under the Displaced Persons Act of 1948, as amended. To that 
number were added 54 additional cases, making a total of 102 cases. 
Of the total number of cases referred, 79 were approved, 6 were with- 
drawn by the Attorney General and 7 were held:for further informa- 
tion, leaving 10 cases in process at the time of the close of the 85th 
Congress. 

At the beginning of the 85th Congress, there were pending in the 
subcommittee 1,643 cases of adjustment of status under section 6 of 
the Refugee Relief Act of 1953, as amended. To that number were 
added 268 additional cases, making a total of 1,911. Of the total 
number of cases referred, 1,513 were approved, 6 were withdrawn by 
the Attorney General, 38 were held for further information and 312 
were not approved, leaving 42 cases in process at the time of the close 
of the 85th Congress. 

The present subcommittee staff consists of five staff members and 
three stenographers. As previously pointed out, the proposed resolu- 
tion provides for a sum of $96,000 to operate the subcommittee during 
the current 12-month period, which is substantially the same as the 
amount requested for the 2d session of the 85th Congress. This re- 
quest for funds to operate the subcommittee during the current period 
is based upon the staff requirements under the present workload. 

In view of the fact that the funds provided to the committee pur- 
suant to Senate Resolution 235 of the 2d session of the 85th Congress 
will be exhausted on the 31st day of this month, it is of the utmost 
urgency that this resolution be given the earliest: possible consideration 
by the Committee on Rules om Administration, and your cooperation 
in procuring early approval of the resolution will be deeply appreciated. 
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If there is any further information which you may need in the 
consideration of this matter, I shall be pleased to supply it to you 
promptly. 

With kindest regards, | am 

Sincerely yours, 


James O. Eastianp, Chairman. 


Proposed budget, standing Immigration and Naturalization Subcommittee, Senate 
Committee on the Judiciary, Feb. 1, 1969, through Jan 31, 1960 


Gross Monthly | Totalfor , 

Position - salary salary period of ¢ 
ber (per (gross) budget 
annum) (gross 


STAY? 


lenis ont investigative: 
ff director 


$14, 979. 45 
14, 979.45 
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S88. 82 833 
222-82 S88 


Research director 
Research assistant 
Clerical: 
Secretary to staff director 
. File and record clerk... ...-,--5..---<.6,-2 


11, 709. 76 
9, 897. 93 


oe 


7, 212. 43 
7, 212,41 
10, 807. 58 


Subtotal, staff expense..........+.4---.« D de npek cade nn] and. dee cee] oonensewect-}, , QD, 901, 55 
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ADMINISTRATIVE 


Contribution to civil service retirement fund (634 percent of total salaries paid) ..........-.... 
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Hearings (inclusive of reporters’ fees) ‘ 
Stationery, office supplies. ..................--.-.i...... dodébdunwitdakwgetebrbtiinbescahbess 
Communications (telephone, CURR) ose edocs dcp adne<qhecrndeerereptbemiypttpehhjoctmune 
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Fund requested, Senate resolution, $96,000. 
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INVESTIGATION OF THE ADMINISTRATION OF 
ANTITRUST AND MONOPOLY LAWS 


‘JANUARY 30, 1959:—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 





Mr. Henninas, from the Committee on Rules and Administration, 
submitted’ the following = = 


REPORT 
[To accompany 8. Res. 57] 


The Committee on Rules and Administration, to whom was referred 
the resolutions (S. Res. 57) to investigate. the administration of the 
antitrust and monopoly laws of the United States, haying considered 
the same, report favorably’ thereon without amendment and recom- 
mend that the resolution be agreed to by the Senate. 

This resolution would authorize the expenditure of $395,000 by the 
Subcommittee on Antitrust and Monopoly of the Committee on the 
Judiciary from February 1, 1959, through January 31, 1960, for the 
era of a. continuing study of the inistration of the antitrust 
aws of the United States, and a determination.of whethér or not there 
should be clarification and improved enforcement of same. 

The purposes of the resolution are more fully detailed in a letter 
from Senator Estes. Kefauver, chairman ‘of the Subcommittee on 
Antitrust and Monopoly to Senater James O. Eastland, chairman of 
the Committee on the Judiciary, which letter (with accompanying 
budget) and letter of. transmittal from Senator Eastland to Senator 
Thomas C. Hennings, Jr., chairman of the Committee on Rules and 
Administration, are as follows: 

U.S. Senate, 


CoMMITYEE ON THE JUDICIARY, 


January 26, 1959. 
Hon. Tuomas C. Henninas, Jr., 


Chairman, Committee on Rules and Administration, U.S. Senate, 
Washington, D.C. 

Dear Mr, CuairmMan: Submitted herewith is the budget approved 
by the Committee on the Judiciary on Monday, January 26, 1959, to 
cover the activities of the Subcommittee on Antitrust and Monopoly 
for the period from February 1, 1959 through January 31, 1960. 

84008 
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An original resolution (S. Res. 57) was reported favorably to the 
Senate today providing the sum of $395,000 for the work of this 
subeommittee during the coming year. Senator Langer concurred 
in the resolution but noted an objection to providing the sum of 
$395,000 for the work of the subcommittee, having moved that the 
amount be amended to provide $1 million for such work during the 
coming year. 

The subcommittee has been engaged in a continuing study and 
investigation of the antitrust laws of e United States... In pursuance 
of this objective, the subcommittee’s plans for the coming year are 
comprehensive and wide in scope and go to the fundamental problems 
now confronted in the antitrust field. Based largely upon its previous 
2 years’ study of administered price inflation, the subcommittee’s 
study envisages a determination of whether clarification and supple- 
mentation of existing antitrust laws are necessary in order to cope 
with the problem of high prices flowing from monopoly and lack of 
price competition. 

The Subcommittee on Antitrust and Monopoly has been diligent 
in carrying out its responsibilities. in-the field of antitrust. In order 
that its work may be continued, I deem it most important that the 
resolution (S. Res. 57) to provide for funds for the Subcommittee on 
Antitrust and Monopoly should be approved by the Senate at the 
earliest possible date. 

I am enclosing for the information of your committee a letter 
addressed to me from Senator Estes Kefauver, chairman of the sub- 
committee, which outlines in detail the proposed studies and activities 
to be undertaken during the coming year. 

With kind regards, I am 

Sincerely yours, 
James QO. Eastianp, Chairman. 


U.S. Senate, 
CoMMITTEE ON THE JUDICIARY, 
SvscoMMITTEE ON ANTITRUST AND Mownopo ty, 


January 21, 1959. 
Hon. James O. Eastiann, 


Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Mr. Cuartrman: The Antitrust and Monopoly Subcommittee 
of the Committee on the Judiciary today approved the following 
program, attached budget, and proposed resolution approving the 
sum of $395,000 for a continuing study and investigation of the anti- 
trust laws of the United States. The approval was unanimous, except 
that Senator Langer felt that $395,000 was not sufficient and moved 
that the amount be increased to $1 million. 

The general well-being of the people of the United States depends in 
a large part on the maintenance of a free enterprise system. This free 
enterprise system cannot remain free without competition, especially 
price competition. Price competition is fast disappearing in America. 
This appears to be tied to the fact that in many industries we have a 


Big One, Two, Three, or Four. This trend is continuing at an 
accelerated pace. 

The problem of high prices—or inflation—grows increasingly worse 
with the decline of price competition. Almost 70 years ago, the first of 
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the antitrust laws was passed by Congress. Later this was supple- 
mented by a number of others. These laws have been termed a 
charter of our economic freedom. They have been traditionally the 
major instrument in protecting the free enterprise system. ‘These 
laws do not force companies to compete. They simply seek to remove 
illegal restraints and monopolistic abuses. 

In the past, for example, evidence of violation was not too difficult 
to find and many successful cases were brought against giant combina- 
tions for collusive identical pricing. The past 2 years’ study by the 
Antitrust and Monopoly Subcommittee shows that there are now 
many instances of identical pricing where prices are set by the leader 
and followed by the rest of the industry. In these instances classic 
evidence of collusion is lacking because companies do not appear to 
need presently to get together to set prices, as they did in the past. 
The Department of Justice and the Federal Trade Commission have 
indicated that they are helpless to proceed unless concrete evidence of 
collusion can be produced. 

This is a frustrating state of affairs. It has resulted in the people 
being saddled with high prices and in the Government, under present 
antitrust laws, being powerless to do anything about it. Although 
Congress has never decreed that there must be price competition, 
nevertheless our free enterprise system cannot survive unless our 
antitrust laws continue to create an atmosphere conducive to price 
competition. 

Congress, under the Constitution, is vested with exclusive power 
and responsibility to regulate interstate and foreign commerce. 
Having this power and responsibility, Congress should exercise it in 
a manner affording the fruits of price competition to the American 
people. It is becoming increasingly apparent that the antitrust laws 
passed by Congress have proven inadequate in this respect and that 
the managers of industry have been, and are, regulating commerce 
so as to deny to the American people the benefits of price competition. 
For example, in two of our basic industries, namely, steel and automo- 
biles, there exists a kind of upside-down competition where prices 
continue to go up even when production remains low or declines; and 
these high prices were put into effect by the respective leaders in these 
industries, with the other members following with identical prices. 
Higher prices resulting from such a pricing system are unchecked by 
cither privately initiated competition or application of antitrust 
laws. This is the crux of the problem. This is the area within 
which the subcommittee has been working during the past 2 years 
and must continue to work if this problem is to be solved, in whole or 
in part, within the national free enterprise policy. The subcommittee 
plans to schedule hearings on this administered price inflation problem, 
probably the third or fourth week of this month. 

The subcommittee’s plans for the next year are wide in scope so 
that it can continue to study and seek an answer to this fundamental 
problem in the antitrust field. The subcommittee envisages the 
consideration of legislation to supplement existing antitrust laws. 

The subcommittee in its study of administered prices has thus far 
considered the pricing practices existing in the steel, automobile, and 
asphalt roofing industries. Because the steel and automobile indus- 
tries are so important to the American economy, the subcommittee 
feels that it must continue to observe and study the administration of 
prices in these industries. 
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It is becoming apparent, based upon previous work of the subcom. 
mittee, that it is necessary for the subcommittee to consider and study 
the problem of improving enforcement tools of the enforcement 
agencies. Similarly, it must consider the elimination of weaknesses 
in basic antitrust laws as shown by court decisions. These weaknesses 
have been uncovered in the laws due to changes in our complicated 
economic system from its more simple form at the time when our 
present laws were enacted. 

The subcommittee plans to make studies in a number of other indus- 
tries including bread, drugs, fertilizer, replacement parts for farm 
machinery, paper boxes, automobile financing, rubber tires, and 
aluminum. Studies have already been launched by the staff of the 
subcommittee into manufacturers’ pricing practices in bread and 
drugs. This initial investigation has uncovered such important 
facts that the subcommittee has decided to hold early hearings in both 
of these industries. These studies and hearings will materially con- 
tribute to an understanding of the administered price inflation and 
its relationship to the antitrust laws. 

Last fall, during the subcommittee’s hearings on the most recent 
administered price increase in the steel industry, the head of the 
Department of Justice’s Antitrust Division suggested legislative 
proposals that would strengthen and aid. the Department’s handling 
of the pricing practices under surveillance in the steel industry. He 
suggested that the test of section 7 of the Clayton Act should be 
applied to section 2 of the Sherman Act. Under section 7 of the Clay- 
ton Act, evidence must only show a reasonable probability of a sub- 
stantial lessening of competition or tendency toward monopoly. 
Under section 2 of the Sherman Act, evidence, must. show that the 
party proceeded against has monopolized, conspired to monopolize, 


or attempted to monopolize with the intent of monopolization. This 
proposal would empower the Government to proceed against and 
destroy existing monaponae under the same test as it would use to 


prevent the creation of new monopolies by merger. 

The importance of this suggested legislation has recently been 
pes up in the case in which the Tekiteatent challenged the 

ethlehem-Youngstown Steel proposed merger. The Federal district 
court held in this case that such a merger would violate section 7 
of the Clayton Act because of the reasonable probability that such a 
merger would substantially lessen competition and tend toward 
monopoly. ‘This judgment was rendered even though it was force- 
fully argued that if the merger were allowed to be consummated, 
Bethelehem plus Youngstown would still have been considerably 
smaller than its largest competitor, the United States Steel Corp. 
The rendition of this decision presents the anomalous situation wherein 
a proposed merger can be prevented because it threatens monopoly, 
but an existing organization, greater in size than would result from 
the proposed merger, remains in a position wherein it cannot be 
attacked similarly under the Sherman Act. 

It was also suggested that the investigatory powers provided by 
section 6 of the Federal Trade Commission Act should be granted to 
the Department of Justice in its prosecution of civil suits. Today, 
the Department of Justice lacks this power and is considerably 
hampered and prevented from gathering necessary evidence upon 
which a suit must be brought. 
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In addition to these two suggestions by the Department of Justice, 
the subcommittee thinks it desirable that consideration should like- 
wise be given to an amendment to section 1 of the Sherman Act so 
that unfair methods of competition and unfair acts or practices would 
be illegal restraints of trade. This would add to section 1 of the 
Sherman Act the practices now prohibited by section 5 of the Federal 
Trade Commission Act, thereby giving greater enforcement of the 
policy expressed in section 1 against monopoly development. 

The subcommittee plans to schedule hearings on these legislative 
roposals during the coming year. Representative members of the 
egal and economic professions as well as representative businessmen 

will be invited to appear at these hearings. It is possible that other 
legislative proposals may evolve and be considered at these hearings. 

When section 7 of the Clayton Act covering mergers was amended 
in 1950, it was anticipated that the ever-increasing merger movement 
would be effectively curtailed by the vigorous enforcement activities 
of the Department of Justice and the Federal Trade Commission. 
More than 8 years have now passed since the amendment was enacted. 
During this period of time there has not been a single case finally 
adjudicated under the amended section. The subcommittee during 
the coming year will ask for an accounting of the enforcement efforts 
of both the Department of Justice and the Federal Trade Commission 
under this antimerger law in the hope of discovering the reason for 
the meager results. obtained by the two enforcement. agencies. In 
this connection, the subcommittee will also ask the Department of 
Justice and the Federal Trade Commission to explain their failure to 
apply section 7 to conglomerate mergers, the type which has such a 
damaging effect on small businesses. 

During the past year, the subcommittee launched its study of the 
insurance industry for the primary purpose of determining whether 
Public Law 15, generally referred to as the McCarran Act, has oper- 
ated effectively to protect the public interest. This study, under 
the direction of Senator O’Mahoney, is the first attempt by Congress 
since the passage of the McCarran Act to determine whether the dual 
system of Federal-State regulation of insurance has been successful. 
The subcommittee is presently preparing an interim report dealing 
with its inquiry into aviation insurance. During the coming year 
the subcommittee expects to hold hearings in the ocean marine ar 
mail order insurance fields which appear to present clearly the dilemn._ 
of Federal-State regulation. The subcommittee will likewise con- 
sider and evaluate by hearings and conferences evidence which it is 
sensed gathering by questionnaire concerning the activities of rating 

ureaus. Under the direction of Senator Langer, the subcommittee 
will continue its surveillance and investigation of tie-in sales of credit 
insurance with small loans and other transactions. 

In the “Economic Report of the President” which was transmitted 
to the Congress on January 20, 1959, on pages 67 and 68 of such 
report, under the heading of “Summ of Recommendations in the 
Economic Report of the President,” the President urged favorable 
action on four proposals within the purview of the Antitrust and 
Monopoly Subcommittee. Congress was urged to act favorably on 
proposals to require notification to the antitrust agencies when firms 
of significant size which are engaged in interstate commerce propose 
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to merge; to grant the Attorney General power to issue civil investi- 
gative demands under which the necessary facts may be elicited when 
civil procedures are contemplated in antitrust cases; to make cease 
and desist orders issued by the Federal Trade Commission for viola- 
tions of the Clayton Act final unless appealed to the courts; and to 
authorize the Federal Trade Commission to seek preliminary injunc- 
tions in merger cases where a violation of law is likely. The subcom- 
mittee during the past Congress held hearings on three of these 
measures and most certainly intends to schedule hearings at an early 
date, at which time it will reconsider these three measures as well as 
the measure dealing with the granting of civil investigative demands 
to the Attorney General. 

During the past year it was the stated intention of the subcommittee 
to study the problems of American companies in foreign fields, particu- 
larly where monopoly was involved. It is the belief of the subcom- 
mittee that historically much of the Nation’s foreign policy has been 
entwined with the operations of American companies abroad. As the 
continuing threat of seizure of American companies’ property abroad 
persists, the subcommittee is cognizant of the desirability of the 
development of a consistent policy by Government agencies in order 
to assure a continuation of a healthy American foreign commerce. 
As the pressure of other affairs prevented the subcommittee from 
conducting its study of commerce abroad during the past years, it is 
hoped that the subcommittee can make this study during the coming 

ear. 

Enclosed herewith for the information of the Committee on the 
Judiciary is a copy of the proposed budget for the Senate Antitrust 
and Monopoly Subcommittee. This budget calls for an increase of 
$30,000 over and above the amount of moneys appropriated for the 
operation of the subcommittee for the past year. This additional 
sum is necessitated because of the 10-percent increase granted by the 
Congress to all employees last year. During the past year there was 
provided to the minority three top grade counsels and one clerical 
assistant. Because of the complexity of the subject matter dealt with 
by the subcommittee, this staff help for the minority is considered 
essential. Accordingly, the proposed budget for the coming year 
provides for a continuation of this staff personnel for the benefit of 
the minority. 

With kind personalregards, I am 

Most sincerely, 
Estes Keravuver, Chairman. 
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STUDY OF MATTERS PERTAINING TO CONSTITUTIONAL 
AMENDMENTS 


January 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Henninas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 58] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 58) authorizing a study of matters pertaining to 
constitutional amendments, having considered. the same, report 
favorably thereon without amendment, and recommend that the 
resolution be agreed to by. the Senate. ae ee 

This resolution would authorize the expenditure of $25,000 by the 
Committee on the Judiciary, through its Subcommittee on Constitu- 
tional Amendments; from February 1, 1959; through January 31,1960 
to examine, investigate, and make a complete study of any and all 
matters pertaining to constitutional amendments. 

Additional information-on the purposes of the resolution is con- 
tained ina letter. to Senator. Thomas .C..Hennings, Jr., chairman of 
the Committee on Rules and Administration, from Senator James O. 
Eastland, chairman of .the.Committee.on the Judiciary, which-letter- 
(with accompanying budget) is as follows: 

; U.S. Senate, 
CoMMITTEE ON THE JUDICIARY, 
January 27, 1959. 
Re Senate Resolution 58. 
Hon. Tuomas C. Henninos, Jr., 
Chairman, Committee on Rules and Administration, 
U.S. Senate, Washington, D.C. 

Dear Mr. Cuairman: Submitted herewith is the budget approved 
by the standing Subcommittee on Constitutional Amendments and 
by the full Committee on the Judiciary at a meeting on January 26, 
1959, to cover the activities of the Constitutional Amendments 
Subcommittee for the period from February 1, 1959, through January 
31, 1960. 
84008 













2 MATTERS PERTAINING TO CONSTITUTIONAL AMENDMENTS 


During the last Congress, 31 Senate joint resolutions containin 
proposed constitutional amendments were introduced and referre 
ultimately to this subcommittee; at the same time 140 joint resolu- 
tions proposing amendments were introduced in the House of Rep- 
reséntatives. 

As the attached letter from Senator Kefauver, the chairman of the 
subcommittee, explains, there are indications that the number of 
proposed amendments will be increased in the present session, and 
there are several sets of proposed amendments which should receive 
the.most careful attention without delay. 

With the increased workload of the full committee and the sub- 
committee it was the unanimous view of the members that a small 
staff for the subcommittee should be employed. The budget for the 
coming year is $25,000. 

The committee believes that the funds requested are fully justified 
for the important tasks-inyvolved. 

With kindest regards, I am 

Sincerely yours, 
James O. Eastuann, Chairman. 


Budget. the Senate Judiciary Subcommittee on Constitutional Amendments, Feb. 1, 
1959, to Jan. 31, 1960 


Gross Monthly | Total for 

Position salary salary period of 
(per (gross) budget 
annum) (gross) 


STAFF 


Legal: Chief counsel ‘ $1, 253.73 | $15, 044. 83 
Clerical: Secretary i 553. 93 6, 647. 23 


Subtotal, staff expenses............... gab ebenbibelabsdidwedebclobbbtccanessladalscecanes 


ADMINISTRATIVE 


Contribution to civil service retirement fund (6}4 percent of total salaries) 

Hearings (inclusive of reporters’ fees) 

VW pemnees 0008, GUERIN... cgceddsevoccunpiencncenssoncet ereeneuneniaiaenetiogbndnenetionsion 
Stationery, office supplies. ...........--------.--..-sseces bbb odithiibongl Sddbtdidditobdaduagid 
Communications (telephone, telegraph, postage) 

Newspapers, periodicals, etc 

OCeutEnsent BING. pect ernccpcaqncidcodqurepeseseneresenrcappbvegntpoet SS duobdeted 
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Subtotal, administrative expenses........... orsunquanpcousuupneipacodddncdsévarsesaine 
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86TH CoNGRESS } 
1st Session 


INVESTIGATION OF JUVENILE DELINQUENCY 






January 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


{To accompany S. Res. 54] 






















The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 54) to investigate juvenile delinquency in the 
United States, having considered the same, report favorably thereon 
without amendment, and recommend that the resolution be agreed to 
by the Senate. 

This resolution would authorize the expenditure of $150,000 by the 
Committee on the Judiciary, acting through its Subcommittee to Study 
Juvenile Delinquency in the United States, from February 1, 1959, to 
January 31, 1960— 


to make a complete study of any and all matters pertaining 
to juvenile delinquency in the United States, including (ca) 
the extent and character of juvenile delinquency in the United 
States and its causes and contributing factors; (b) the ade- 
quacy of existing provisions of law, including chapters 402 
and 403 of title 18 of the United States Code, in dealing w:th 
youthful offenders of Federal laws; (¢) sentences imposed on, 
or other correctional action taken with respect to, youthful of- 
fenders by Federal courts; and (d) the extent to which ju- 
veniles are violating Federal laws relating to the sale or use 
of narcotics. 


The purposes of the resolution are further detailed in an exchange 
of letters between Senator Thomas C. Hennings, Jr., chairman of the 
Committee on Rules and Administration (and chairman of the Sub- 
committee to Study Juvenile Delinquency), and Senator James O. 
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Eastland, chairman of the Committee on the Judiciary, which letters 
{with accompanying budget) are as follows: 


U.S. Senate, 
CoMMITTEE ON THE JUDICIARY, 
January 26, 1959. 
Hon. Tuomas C. Hennrnes, Jr., 
Chairman, Committee on Rules and Administration, 
U.S. Senate, Washington, D.C. 


Dear Mr. Cuatrman: I am enclosing the budget which was ap- 
proved by the Committee on the Judiciary at its meeting on Monday, 
January 26, 1959, for the work of the Subcommittee To Study Juve- 
nile Delinquency in the United States. In accordance with this 
budget, the committee authorized the reporting to the Senate of an 
original resolution (S. Res. 54) to provide the amount of $150,000 for 
the work of the subcommittee for the period from February 1, 1959, 
through January 31, 1960. 

The Subcommittee To Study Juvenile Delinquency has, as you 
know, carried forward an important series of investigations in regard 
to young offenders and possible remedial legislation. During the 85th 

ngress a number of interim findings and recommendations were 
reported by this subcommittee and 16 pieces of legislation were intro- 
duced. Of these bills, the major provisions of three were enacted into 
law. The subcommittee has a carefully planned program of study 
into several specific areas during the coming year. 

I am enclosing for the use of the Committee on Rules and Adminis- 
tration the letter setting forth in detail the program of the Subcom- 
mittee To Study Juvenile Delinquency, which you were kind enough 
to write me on January 20, 1959, in your capacity as chairman of 
that subcommittee. 


I hope that this bad get which has the approval of the full Judi- 


ciary Committee, will be taken up at the next meeting of the Com- 
mittee on Rules and Administration, with a view to the prompt and 
favorable reporting of Senate resolution to the Senate. 
With kindest regards, I am, 
Sincerely yours, 
James Q. Eastuann, Chairman. 


U.S. Senate, 
CoMMITTEE ON THE JUDICIARY, 
Suscommirtee To InvestiGATe JUVENILE DELINQUENCY, 
Washington, D.C., January 20, 1959. 
Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, U.8. Senate, Washington, D.C. 


Dear Jim: Despite the small size of its staff, the Subcommittee To 
Investigate Juvenile Delinquency accomplished a great deal during 
the second session of the 85th Congress. 

The subcommittee staff worked with committees on the Senate and 
House on two pieces of legislation which were passed into law at the 
end of last session. We were the only group in the United States 
who conducted an investigation into the interstate transportation of 
switchblade knives and their use by juvenile delinquents and juvenile 
gangs. At a hearing before the Senate Committee on Interstate and 

oreign Commerce, we presented the results of our investigation and 
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made available all our information on the subject. Shortly there- 
after, due in great part to the work of the subcommittee, H.R. 12850 
was reported favorably, passed by the Senate, and signed into law. 
We know that this law will do much to prevent these deadly weapons 
from getting into the hands of juveniles. 

As you know, the subcommittee has introduced much legislation 
relative to the sale and distribution of pornographic literature. As 
a result of our investigation, we introduced a bill, S. 3667, that. would 
allow the post office to arrest and prosecute more successfully known 
and heretofore unreachable pornographers. H.R. 6239-was intro- 
duced in the House of Representatives on the same topic. Both 
Houses of Congress passed their own measures and the matter went 
to a conference committee, with Public Law 85-796 being the outcome 
of that conference and subsequent action by Congress. It is thus with 

eat satisfaction that I report that the Subcommittee To Investigate 

uvenile Delinquency materially aided in the passage of two bills 
that, while not what could have been hoped for in the way of de- 
linquency legislation, will result in keeping detrimental materials out 
of the hands of young people. 

In all, during both sessions of the 85th Congress, 16 pieces of legisla- 
tion designed For the prevention, control, and treatment of juvenile 
delinquency were introduced by subcommittee members. Of this 
number, the major provisions of three pieces were enacted into law. 

In addition, the subcommittee staff continued investigations into 
major problem areas during the year which were begun the previous 
year. These included: 

(1) Delinquency in the schools.—The entire staff of the sub- 
committee went to the city of New York during the month of 
February to investigate one of the most violent eruptions in the 
history of our Nation’s school systems. Because of Senate busi- 
ness we were not able to hold hearings based on our investigation 
of that situation. In our forthcoming annual report, however. 
we shall make recommendations for alleviating the problems of 
incorrigibility and delinquency in our schools, and we shall recom- 
mend legislation to the Senate to aid the States in handling this 
distressing situation. Inasmuch as this problem is a growing one 
in many of our major cities, during the coming year the sub- 
committee will continue to give advice and make recommendations 
as to how school authorities can cope with the diflicult children in 
their schools. 

(2) Armed Forces hearing.—The subcommittee staff has inter- 
viewed approximately 50 persons in both military and civilian 
agencies in preparation for forthcoming hearings on the use of 
delinquents by the Armed Forces. 

(3) Training school hearing.—Hearings were held in March of 
1958 which culminated a 2-year study otf State training schools 
and their practices in relation to juvenile inmates. Recommenda- 
tions resulting from these hearings are now being written. 

(4) Community plan report.—The subcommittee staff sent 115 
questionnaires to cities of over 100,000 population and has 
gathered a wealth of data that will be combined with material 
derived from hearings held in New York into a lengthy and 
exhaustive report that will provide one of the most compre- 
hensive guides for delinquency prevention in the country. 
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(5) Juvenile courts.—It was decided at a meeting of the sub- 
committee that the subject of juvenile court practices and pro- 
cedures is an area in need of study and intelligent perusal. Be 
cause this i3 a controversial subject, our staff Segun last year to 
take a quiet, objective approach to the problem. We began con- 
tacting many of the outstanding juvenile court judges, and be- 
cause this investigation is of such great scope, I feel that it should 
be included as one of the continuing major projects of the sub- 
committee for the coming year. 

Before discussing our proposed activities for 1959, I should like to 
point out that for the ninth straight year juvenile delinquency has 
increased considerably. Based on the number of court appearances of 
juveniles for the last 9 years, we now estimate that there are well over 
2 million adolescents in the United States who have been before the 
juvenile courts. This figure alone should make the problem of even 
greater concern to the Federal Government in the forthcoming year. 
A recent newspaper article pointed out: 

“* * * Certainly it (juvenile delinquency problem) is big enough 
and serious enough to require a coordinated national attack. Both 
the causes and costs of youth crime reach beyond city, county, and 
State boundaries.” 

I believe that the subcommittee would provide invaluable service if 
its investigations are allowed to continue. 

During the next year we intend to concentrate on the following 
problem areas: 

(1) Utilization of former delinquents by the military.—In 
addition to holding the hearings which have been set up on the 
utilization of former delinquents in the Armed Forces, with the 
help of the Department of Defense, the subcommittee will con- 
duct a study to determine the efficacy of the present waiver sys- 
tem of the Armed Forces. The Department of Defense will sup- 
ply us with the names of several hundred former delinquents 
who have entered the armed services. They will be matched with 
names of an equal number of nondelinquents who have also en- 
tered the armed services. The subcommittee staff will then send 
questionnaires to the commanding officers of these individuals to 
determine their present adjustment in the services. This study, 
we feel, will be of tremendous help to the Armed Forces, as they 
have indicated a need for this type of information. Such a study 
could be done objectively by members of our staff. 

(2) Hearings on juvenile court procedures.—As I indicated 
above, we hope to explore this area in great detail during the 
forthcoming year. After 60 years of operation certain practices 
have arisen in juvenile court procedures, and it is felt that a re- 
evaluation of the function and philosophy of the juvenile courts 
is in order. From testimony of experts in this field, we shall try 
to answer questions such as, “Should the rules of adult criminal 
procedure be applied to children, even though they cannot be 
found guilty of a crime, or should the court be construed as an 
administrative or social agency, considering the offense a relative- 
ly minor issue and emphasize treatment instead?” The difficul- 
ties which have arisen because of such questions are nowhere 
more acute than right here in the juvenile court of the District 
of Columbia. 
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(8) Incarceration of children and juveniles in adult prisons 
and jails—It has been brought to the attention of the subcom- 
mittee during the past year that throughout the country there 
are 100,000 children and’ juveniles in temporary and permanent 
facilities for incarceration which are not even fit for adult habita- 
tion. ‘This condition has been described to the subcommittee as 
a national disgrace. In addition to the above, we have learned 
that many additional thousands of children are detained in base- 
ment cells or behind bars in faciliites that are tantamount to 
cold storage. This situation is made more regrettable when we 
realize that many of these youngsters do not require detention 
but could remain at home on probation. Instead they are 
thrown together with more sophisticated delinquents and learn 
their first lessons in crime. In addition to these luckless juve- 
niles, one witness told our subcommittee: “Still more thousands 
(over 2,000 in one State alone) are removed from unfit homes 
through no fault of their own and are placed in secure custody 
detention. These dependent and neglected children are often 
held in secure custody detention. * * *” 

It is the intention of the subcommittee to send investigators 
to these areas in the hope of determining the extent and nature 
of this practice and the possibility of alleviation of the situation 
through public hearings. 

(4) Hearings on antitheft devices on automobiles.—More than 
two-thirds of young Federal offenders get into difficulty because 
of an abnormal desire to possess or drive automobiles. For many 
of these juveniles auto theft is the only antisocial behavior in 
an otherwise relatively law-abiding background. There are 
groups in the country who have been endeavoring for several 
years to convince auto manufacturers that they should provide 
motorists with theft-proof ignition systems and door locks. In 
view of the fact that a great majority of auto thefts are com- 
mitted by juveniles, it would seem our duty to decrease the 
possibility of a successful theft. It has been stated by a rep- 
resentative of the Bureau of Prisons that the auto thief violates 
his parole a ee greater share of the time com- 

red to parolees who were originally convicted of their crimes. 
Fn adidtion, because they are far poorer risks, relatively few 
of them are paroled, and those who are, are paroled only after 
they have served a longer portion of their sentences than other 
types of offenders. In view of this strong motivation on the 
part of youngsters in our society to own automobiles, coupled 
with the present ease of criminally satisfying this need, we on 
the subcommittee feel it is time that simple, inexpensive anti- 
theft devices are made standard equipment on automobiles. 

(5) A reevaluation of the efficacy of the television code.—As 
ou know, the subcommittee held hearings in 1954-55 on the re- 
ationship of television to juvenile delinquency and the degree to 

which television stations were violating the code set up by their 
own industry. There was no idea of censorship behind these 
hearings, which were conducted in the spirit of encouraging in- 
dustry self-regulation. During the last year it has come to the 
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attention of the subcommittee that there has been no appreciable 
change in the content of television and that, in fact, it has degen- 
erated rapidly and is depending more and more on presentations 
containing crime, violence, brutality, and murder. I feel that 
a review of this situation is in order, and that if the facts were 
determined, multitudinous violations of the code could be ex- 
hibited. I believe that such an investigation would once again 
have a salutary effect by making responsible leaders in the in- 
dustry see the need for a return to better programing. We should 
_also like to explore the possibilities of enabling the Federal Com- 
munications Comnenipslinn to carry out its responsibility of insuring 
programing that is in the best interests of the public. 

In view of the fact that delinquency is now considered to be our 
No..1 social problem, I feel that the Senate of the United States 
would be derelict in its duty if it did not continue its interest in seeking 
solutions for the problem. The program I have outlined above is an 
ambitious one but a necessary one. I should like to increase the size 
of the subcommittee staff so that we may more effectively carry out 
our program in the forthcoming year. In view of this, I have in- 
creased the budget request for 1959. A copy of the proposed budget 
is enclosed. 

Because the country is in dire need of intelligent, competent Federal 
leadership in this area, I strongly urge the approval of the suggested 

rogram and budget of the Subcommittee To Investigate Juvenile 
linquency. 

With kindest regards, I am, 

Sincerely yours, 
Tuomas C. Henninos, Jr., Chairman, 
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Legal and investigative: 
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ADMINISTRATIVE 


Contribution to civil service retirement tund (634 percent of total salaries paid). 
Travel (inclusive of field investigations) 

Hearings (inclusive of reporters’ fees) - 

Witaess fees, expenses_....... 

Stationery, office supp! 

Communications (telephone, telegraph) 

Newspapers, magazines, documents.... 

Contingent fund 


Gubstotal, eiuninistrative Cnpese. .ccctccccecccsscodsicdcistecstcccenccccccccss minions 
Wi enccwindciniiin 
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sss1sess 


1 Each. 
Fund requested, Senate Resolution 54, $150,000. 
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EXAMINATION OF THE ADMINISTRATION OF THE 


PATENT OFFICE AND REVIEW OF STATUTES RELATING 
TO PATENTS | 


Janvary 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Hennines, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 53] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 53) to examine the administration of the 
Patent Office, and statutes relating to patents, copyrights, and trade- 
marks, having considered the same, report favora alg we den without 
re ment and recommend that the resolution be agreed to by the 

enate. 

This resolution would authorize the expenditure of $145,000 by the 
Committee on the Judiciary, acting through its Subeommittee on 
Patents, Trademarks, and Copyrights, from February 1, 1959, through 
January 31, 1960— 


to conduct a full and complete examination and review of the 
administration of the Patent Office and a complete exemina- 
tion and review of the statutes relating to patents, trade- 
marks, and copyrights. 


Additional information relative to the parneaee of the resolution 
are contained in a letter (with accompanying financial statement and 
budget) from Senator Joseph C. O’Mahoney, chairman of the Sub- 
committee on Patents, Trademarks, ard Copyrights to Senator 
James O. Eastland, chairman of the Committee on the Judiciary, 
which letter (with attachments) and letter of transmittal from Senator 
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Eastland to Senator Thomas C. Hennings, Jr., chairman of the Com- 
mittee on Rules and Administration, are as follows: 


US. Senate, 
CoMMITTEE ON THE JUDICIARY, 


January 27, 1959. 
Hon. Tuomas C. Hennino@s, Jr., 
Chairman, Committee on Rules and Administration, 
U.S. Senate, Washington, D.C. 

Dear Mr. Cuarrman: I am enclosing the budget which was ap- 
roved by the Committee on the Judiciary at its meeting on Monday, 
anuary 26, 1959, for the work, of the standing Subcommittee on 

Patents, Trademarks, and Ye aah ee 

The committee authorized the reporting to the Senate of an original 
resolution (S. Res. 53) to provide the amount of $145,000 for the work 
of the subcommittee for the period from February 1, 1959, through 
January 31, 1960. 

The program of the subcommittee is fully set forth in a letter to 
me from Hon. Joseph C. O’Mahoney, chairman of the subcommittee. 
I am forwarding this letter to you herewith, with the gow budget, 
for the information of the Committee on Rules and Administration 
for consideration at its forthcoming meeting. 

With kindest regards, I am 

Sincerely, 
James OQ. Eastuanp, Chairman, 


U.S. Sunatz, 
CoMMITTEE ON THE JUDICIARY, 
SUBCOMMITTEE ON PATENTs, 
TRADEMARKS, AND COPYRIGHTS 


January 21, 1959. 


Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 

Dear Mr. Cuarmman: During the 2d session of the 85th Congress, 
Senate Resolution 236, agreed to February 5, 1958, appropriated the 
sum of $135,000 for the operation of this subcommittee in the investi- 
gation of the Patent Office, and the laws relating to patents, trade- 
marks, and copyrights... In order to continue important work in 
progress, and to expand slightly the scope of that work, I urge the 
appropriation of $145,000 to continue the subcommittee during the 
Ist session of the 86th Congress. This work includes a study of the 
patent policies of the numerous Government agencies which are en- 
gaged in research and development programs, for which we are cur- 
rently spending nearly $3 billion a year. Our investigation has dis- 
closed that these agencies are pursuing widely varying policies, result- 
ing from contradictory views as to the kind of policy with respect to 
patent rights that would best serve the public interest. Our prelimi- 
nary studies also show an extraordinary indifference by some agencies 
to the way in which patent rights resulting from Government-financed 
research and development are handled, and the mere making of this 
investigation has already resulted in corrective action in some agencies. 
More corrective action will occur when our preliminary reports as to 
the practices of the various agencies, which are now in preparation, 
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are published. I believe that the completion of this investigation is 
an essential preliminary to much needed legislation in this field. 

Another investigation presently underway which I believe should 
be continued relates to the administration of the Patent Office. Our 
investigation to date has disclosed that there are presently in effect 
within the Office extremely loose procedures which tend to result in 
the issuance of a great many patents that do not meet the standard 
of invention prescribed by Congress, and which contribute virtually 
nothing to the progress of science or the useful arts. The Patent 
Office is presently spending approximately $10 million more than it 
receives in fees, and I believe it is ae to see that this money 
is spent to support a patent system that will better serve its consti- 
tutional purpose. The Office has been extremely cooperative with us, 
and our investigation has already resulted in a fresh examination by 
the Office of some of the procedural defects to which we have called 
attention. However, in order to achieve substantial results in this 
field, it will be necessary to continue this investigation and these 
cooperative efforts for at least another year. 

he slight increase in this budget over the last budget is intended 
to permit an expansion of the subcommittee’s study program, which 
has to date produced 21 monographs on various aspects of the patent 
system. ‘These studies have been extremely well received, as shown 
by the sales at the Government Printing Office of more than 40,000 
copies. The purpose of the increased appropriation is to permit us 
to make a number of comprehensive studies of how the patent system 
actually works in various industries, on an industry-by-industry basis. 

By reason of careful handling of its funds, the carrying out of 
certain of its work for less than originally anticipated, and unantici- 
— vacancies in the staff, the subcommittee has not expended the 
ull amount appropriated, and the sum of approximately $40,000 will 
at the expiration of the resolution on January 31, 1959, be returned 
to the contingent fund of the Senate. Accompanying this letter is 
an appendix 1, which is a report of the expenditures of the subcom- 
mittee for the period February 1, 1959, to January 31, 1960, and a 
list of the staff members of the subcommittee. 

The annual report of the subcommittee, in galley form, is sub- 
mitted herewith and is available to anyone who is interested in a 
more detailed account of the subcommittee’s work during the past 
year. I believe that the importance of this work will be apparent to 
bee who gives a critical reading to the report. On behalf of the 
subcommittee, I strongly urge the approval of the attached budget, 
since these funds are necessary to permit the continuance of important 
investigations presently underway, and to enable the subcommittee 
to make a solid contribution to the information needed by Congress 


for its current legislative program. 
Sincerely yours, 


JosepH C. O’Manoney, 
Subcommittee Chairman. 
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Report of the expenditures of the Subcommittee on Patents, Trademarks, and Copy- 
rights for the period Feb. 1, 1958-Jan. $1, 1959 


apeeprintine under authority of 8. Res. 236, agreed to Feb. 5, 
$9OO etiam doodedbnads- he aamnine'saieestio> tbh dnin did hoe -- $135, 000. 00 
Expenditures: 
Salaries (including agency contribu- 
tions to insurance and reti 


7 730. 78 
—— $73, 161. 88 
Travel: 


February on = 
130, 98 
133. 54 
122. 33 
316. 07 
324 68 
136, 29 
326. 30 
1, 942. 25 


Reimbursable payments to agencies, Feb. 1-28- 860. 06 
Hearings (inclusive of reporters’ 

fees) : 
mic days) $317. 30 
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Report of the expenditures of the Subcommittee on Patents, Trademarks, and Copy- 
rights for the period Feb. 1, 1958-Jan. 31, 1959—Continued 


Expenditures—Continued 
Miscellaneous: 
July: Books 
September: Subscriptions 
December: Books 


Petty cash and postage: 
February—June 
July-—October 
November—December 


Funds obligated: 
Study of compulsory licensing of patents in 
antitrust civil decrees 
Contractual agreements: 
1. Study of certain aspects of patents 
and the Patent Office 
2. Comparative study of the laws and 
practices of some European coun- 
tries in connection with the rights 
of employers and employees in 
certain inventions and patents-- 


$83, 681. 63 


Unexpended balance as of Dec. 31, 1958 
cae expenditures, staff. and administrative, for January 


Estimated balance as of Jan. 31, 1959...... eoneantnéinke « 


51, 318. 37 
8, 179. 66 


43, 138. 71 
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Budget, Subcommittee on Patents, Trademarks, and Copyrights of the Committee on 
the Judiciary for the period Feb. 1, 1959, through Jan. 31, 1960 


STAFF 


Legal and atentaistentives 
Chief counsel. _. . 
Associate counsel 


$ 88533 
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STUDY OF CONSTITUTIONAL RIGHTS 












January 30, 1959.—Ordered to be printed 
Filed, under authority of the order of the Senate of January 29, 1959 


Mr. Hennings, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 62) 




























The Committee on Rules and Administration to whom was referred 
the resolution (S. Res, 62). to investigate matters pertaining to con- 
stitutional rights, having considered the same, report favorably there- 
on without amendment, and recommend that the resolution be agreed 
to by the Senate. 

This resolution would authorize the expenditure of $115,000 by the 
Committee on the Judiciary, acting through its Subcommittee on 
Constitutional Rights, from February 1, 1959, through January 31, 
1960, “to examine, investigate, and make a complete study of any 
and all matters pertaining to constitutional rights.” 

The purposes of the resolution are detailed in an exchange of letters 
between Senator Thomas C. Hennings, chairman of the Committee 
on Rules and Administration (and chairman of the Subcommittee on 
Constitutional Rights), and Senator James O. Eastland, chairman of 
the Committee on the Judiciary, which letters (with accompanying 
budget) are as follows: 

U.S. Senate, 
CoMMITTEE ON THE JUDICIARY, 
January 27, 1959. 
Hon. THomas C. Hennines, Jr., 
Chairman, Committee on Rules and Administration, U.S. Senate, 
Washington, D.C, 


Dear Mr. Caatrman: I am enclosing the budget which was 
approved by the Committee on the Judiciary at its meeting on Mon- 
day, January 26, 1959, for the work of the Subcommittee on Con- 
stitutional Rights. The committee authorized the reporting to the 
Senate of an original resolution, Senate Resolutien 62, to provide the 
amount of $115,000 for the work of the subcomiittee for the period 


34008 


2 STUDY OF CONSTITUTIONAL RIGHTS 


from February 1, 1959, through January 31, 1960. ‘This is the same 
amount which the Senate agreed to last year for this work. The 
Committee on the Judiciary has approved this amount in each of the 
preceding 3 years. 

The work of the subcommittee and its program for the coming year 
are summarized in the attached letter to me from you as chairman 
of the subcommittee. I am forwarding this letter to you herewith, 
with the proposed budget, for the information of the Committee on 
Rules an Administration for consideration at its forthcoming meeting. 

With kindest regards, I am 

Sincerely, 
James QO. Eastuanp, Chairman. 


US. Senate, 
CoMMITTEE ON THE JUDICIARY, 
SUBCOMMITTEE ON CONSTITUTIONAL RIGHTS, 
January 22, 1959. 
Hon. James O. Eastuanp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Mr. Cuatrman: Submitted herewith is the budget approved 
by the Senate Judiciary Subcommittee on Constitutional Rights for 
the period of February 1, 1959, through January 31, 1960. 

The Constitutional Rights Subcommittee respectfully requests 
approval by the Senate Committee on the Judiciary for authorization 
to expend an amount not to exceed $115,000 during this period for 
salaries and administrative expenses. This is the same amount that 
has been approved by the committee in each vf the last 3 years and is 


the amount approved by the Senate last year. 
The Subcommittee on Constitutional Rights conducted a number of 
public peerings and studies during the past year, pursuant to the 


rovisions of Senate Resolution 234, of the 85th Congress, 2d session. 

hese activities have been summarized in an annual report which is 
being submitted to the full committee. The subjects covered were: 
freedom of information, the alleged “Executive privilege” to withhold 
information from the Congress, and alleged undue secrecy in Govern- 
ment; wiretapping, eavesdropping, and the Bill of Rights; confessions 
and police detention, and the laws of arrest and arraignment; and 
rights of persons subject to American military jurisdiction. 

The language of one bill—S. 921, amending section 161 of the Re- 
vised Statutes (5 U.S.C. 22), dealing with freedom of information— 
considered and favorably reported by the subcommittee and the full 
committee, became law on August 12, 1958, as Public Law 85-619 
(72 Stat. 547). 

The subcommittee intends to continue its studies and investigations 
concerning (1) freedom of information in Government and the alleged 
“Executive privilege”; (2) wiretapping, eavesdropping, and the Bill of 
Rights; (3) the rights of persons, particularly civilians, subject to 
American military jurisdiction ; and (4) legislation assigned to the sub- 
committee within the Judiciary Committee relating to equal protec- 
tion of the laws and due process of law. The subcommittee intends 
to undertake studies and investigations of the following subjects, 
for which preliminary examination is currently underway: (1) ade- 
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quate provisions for protecting the constitutional right to legal 
counsel in Federal courts; (2) a national survey of the current status of 
constitutional rights; and (3) fair hearing procedures for Federal job 
applicants, 

A. The continuing activities are summarized as follows: 


1. Freedom of information in Government and the alleged “Executive 
privilege” 

The subcommittee reported one bill last year which was enacted 
into law. The subcommittee intends to continue its examination of 
legislative proposals aimed at clarifying and pro iecting the right of the 
public to information, and, accordingly, has compiled data dealin 
with a second bill. (This was S, 2148 in the 85th Cong., reintiodueel 
in the present Congress as S. 186.) 


2. Wiretapping, eavesdropping, and the Bill of Rights 

The first phase of this study—examination of the grave constitu- 
tional questions, judicial interpretations and statutory provisions— 
can be completed in a few more public hearings. Subsequently, 
study should proceed in an orderly way concerning the individuals 
and organizations who (a) employ wiretapping, electronic eaves- 
dropping, and the secret recording of sounds and conversations, for 
(b) what purposes, and under (c) what authority. 


8. Rights of persons, particularly civilians, subject to American military 
jurisdiction 

The most troublesome problem in this area is how to handle 
American civilians overseas with our Armed Forces who either violate 
U.S. laws and regulations or local (i.e., the host country’s) laws. 
These civilians are (@) dependents of U.S. personnel, (6) employees of 
the U.S. Armed Forces, or (c) employees of defense department private 
cop tractors. 

A siaff study and tentative draft legislation have been prepared 
but it has not been feasible yet to conduct public hearings which 
should be held in the coming year. 


4. Equal protection of the laws and due process of law 


The subcommittee intends to give adequate opportunity for the 
presentation of major points of view on al legislation assigned to it 
within the Judiciary Committee. Time to be involved will depend 
upon several factors, including the nature of the legislative proposals, 
the availability of witnesses, other activities of the subcommittee, ete. 
For example, the subcommittee conducted exhaustive hearings in the 
first session of the 85th Congress, meeting—often mornings and 
afternoons—on fifteen different days. The printed record ran to 
930 pages. 
B. New studies to be undertaken are summarized as follows: 


1. Adequate provisions for protecting the constitutional right to legal 
counsel in Federal courts 
Bar association studies in the District of Columbia have recom- 
mended different methods for furnishing legal counsel to indigents in 
the Federal courts. 
In addition to witnesses presenting different points of view, from 
the District of Columbia, we expect to be able to hear outstanding 


members of State bar associations who have also been studying the 
subject. 


59001°—59_ S. Rept., 86-1, vol. 1——14 





4 STUDY OF CONSTITUTIONAL RIGHTS 


2. A national survey of the current status of constitutional rights 

Pursuant to the language of the authorization resolution: “* * * 
to examine, investigate, and make a complete study of any and all 
matters pertaining to constitutional rights,” the subcommittee intends 
to survey current public opinion concerning the status of rights of 
individual persons guaranteed or otherwise protected under the 
Constitution of the United States today. 


8. Fair hearing procedures for Federal job applicants 


A staff study and tentative draft legislation have been prepared 
but it has not been feasible to conduct public hearings yet on the 


subject. 

Finally, I believe it should be noted that the subcommittee office 
receives complaints of the infringement of constitutional rights 
throughout the year directly from the public or from Members of 
Congress. The subcommittee endeavors to investigate all such 
complaints as seem es After careful examination, many 
charges appear groundless but often a record can be corrected or 
information furnished as a result of consideration by the subcom- 
mittee. The subcommittee intends to continue to furnish this service. 

I hope that the Committee on the Judiciary will act favorably on 
this request at its next meeting. 

With kindest regards, I am 

Sincerely yours, 
Tuomas C. Hennines, Jr., Chairman. 


Budget, the Senate Judiciary Subcommitiee on Constitutional Rights, Feb. 1, 1959 
or to Jan. 31, 1960 


Gross Monthly | Total for 
sal salary period 


Base 
salary 
STAFF 


Legal and investigative: 
Chief counsel and staff director. 


Rd 


PEF NASLSrS 
3s 
i) 


ISS8E 
Gan -ankean 
basage 


Do 
Editorial and research: 
Research assistant. 
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ADMINISTRATIVE 


Contribution to civil service retirement fund (6% percent of total salaries) 
Travel (inclusive of field investigations) 

Hearings (inclusive of reporters’ fees) 

Witness fees, expenses. 

Stationery, office supplies 

Communications (telephone, telegraph, postage) 

Newspapers, periodicals, journals, reference material 

Contingent fund 


Subtotal, administrative expense 
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86TH ConcREss } SENATE 
1st Session 


REVIEW OF THE ADMINISTRATION OF THE TRADING 
WITH THE ENEMY ACT 


JANvARY 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Henntnos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S Res 56] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S, Res. 56) to conduct a further study of the adminis- 
tration of the Trading With the Enemy Act and War Claims Act, 
having considered the same, report favorably thereon without amend- 
ment, and recommend that the resolution be agreed to. 

This resolution would authorize the expenditure of the sum of 
$60,000 to enable the Subcommittee on Trading With the Enemy 
Act of the Committee on the Judiciary from February 1, 1959, 
through January 31, 1960, to conduct hearings, conferences, and 
discussions, and to reach areas of agreement in various matters with 
the executive department. 

The proposals to be undertaken under this resolution are set forth 
in a letter from Senator Olin D. Johnston, chairman of the subcom- 
mittee, to Senator James O. Eastland, chairman of the Committee 
on the Judiciary, and in Senator Eastland’s letter of transmittal to 
Senator Thomas C. Hennings, Jr., chairman of the Committee on 
Rules and Administration, which letters (with accompanying budget) 


are as follow: 
U.S. Senate, 

CoMMITTEE ON THE JUDICIARY, 

January 26, 1959. 
Re Senate Resolution 56. 
Hon. THomas C. Henninos, Jr., 
Chairman, Committee on Rules and Administration, 
U.S. Senate, Washington, D.C. 

Dear Senator HenninGs: The Committee on the Judiciary today 
ordered reported an original resolution providing additional funds for 
@ continuation of the study, examination, and review of the adminis- 
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tration of the Trading With the Enemy Act and the War Claims Act 
of 1948. The study has been conducted by the Subcommittee on 
Trading With the Enemy Act, which was first authorized by Senate 
Resolution 245 of the 2d session of the 82d Congress. Its functions 
have been successively authorized by Senate resolution. Under the 
terms of Senate Resolution 232 of the 2d session of the 85th Congress, 
the authority for the conduct of this study is to expire January 31 
1959. The new resolution proposes the sum of $60,000 for the period 
ending January 31, 1960. 

The subject matter before this subcommittee is one of the most 
complex facing the Congress today. The subcommittee chairman 
has assured me that it is his desire and he will work to the end that 
this program will be completed during this session of the Congress. 
Considerable difficulty was encountered during the last Congress in 
devising a program agreeable to the committee and to the Administra- 
tion, but I am hopeful that this Congress will see the difficulties re- 
solved through legislation to dispose of the vested assets and to pro- 
vide for the payment of American war damage claims. 

Enclosed for your information is the proposed budget for the sub- 
committee and a statement from the chairman of the subcommittee 
outlining his plans for the coming year. 

Sincerely, 


James QO. Eastianp, Chairman. 


U.S. Senate, 
CoMMITTEE ON THE JUDICIARY, 
SuBCOMMITTEE ON TRADING WitTH THE Enemy Act, 
Washington, D.C., January 26, 1959. 
Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, U.S. Senate, Washington, D.C. 

Dear Senator Eastianp: The work of this subcommittee was 
first authorized by Senate Resolution 245 of the 82d Congress, 2d 
session. It has been successively continued to January 31, 1959. 
Fifty thousand dollars was authorized for the period covered by 
Senate Resolution 232, which expires January 31, 1959. The new 
resolution proposes the sum of $60,000 for the essential expenses of 
continuing this work until January 31, 1960. 

Of the $50,000 allocated under Senate Resolution 232 of the 2d 
session of the 85th Congress, an estimated $18,000 will be returned 
as unexpended balance. That resolution carried, as does the pro- 
posed resolution, a provision for a minority counsel. However, the 
minority did not avail itself of the opportunity of employing a minor- 
ity representative for the subcommittee, hence the unexpended funds 
are larger than normally would have been the case. 

There were 10 bills under consideration by the subcommittee during 
the 2d session of the 85th Congress. Three bills were reported (S. 163, 
S. 411, and H.R. 11668). S. 163 passed the Senate and was referred 
to the Committee on Interstate and Foreign Commerce of the House. 
5. 411, though reported favorably, was not acted upon by the Senate. 
H.R. 11668 was enacted into law and became Public Law 85-884, 
approved September 2, 1958. 

A considerable amount of the subcommittee’s time and efforts 
during the previous session was spent in conferences, discussions, and 
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studies with the executive departments concerned with these questions 
in attempting to devise a plan to carry out the announced intention of 
the administration for a revised and more equitable program for sub- 
mission to the 85th Congress. As the session neared its close, and no 
program had been worked out, the committee decided to act on onl 
one phase of the subject and, consequently, reported S. 411, whic 
would have provided for the payment of certain American war 
damage claims and would have provided for the return of vested 
assets to persons who had become United States citizens since the 
vesting of their property. 

I believe that you will agree that the question of the payment of 
American war damage claims and the disposition of vested assets 
should be resolved during this, the 86th Congress. The subcommittee 
has been working diligently for a just solution as expeditiously as 
possible. I desire, and shall work to the end, that the affairs of 
the subcommittee be terminated, if possible, in this session. 

At the present time it does not appear necessary to conduct extensive 
hearings on these two questions, with perhaps several executive 
sessions with the appropriate executive agencies. Much can be 
accomplished through communications with the interested parties. 

In continuing the work, the subcommittee seeks the assistance of a 
counsel, an associate counsel (minority), two attorney-investigators, 
one clerk, and two stenographers, 

Sincerely yours, 
Ourn D. Jounston, 
Subcommittee Chairman. 
Budget 


Base Gross Monthly | Total for 
Position Num- salary salary salary period of 
ber r budget 






ee  — 


STAFF 
Legal and investigative: 


oo RES A 1 - $8,000 | $14,979.45 | $1,248.28 | $14,979. 45 
Associate Counsel (minority).............. 1 7,320 | 13,867.75 1, 155. 64 13, 867. 75 
Attorney investigator. - ................... 1 3, 300 6, 873. 30 572.77 6, 873. 30 
Attorney investigator (6 months) .......... 1 3, 300 6, 873. 30 572.77 3, 436. 65 
Administrative and clerical: 

SE ion okbsuclondtnenetuidbaasaciane 1 3, 180 6, 647. 23 553. 93 6, 647. 23 
GREG. ccc cdntcnocpesesectintinininnbe 1 2, 280 4, 951. 65 412. 63 4, 951. 65 

SEs ¢nacdatawecubiiddnepemmpmeennpmebiit 1 1, 800 4, 047. 36 337. 28 4, 047. 36 








ADMINISTRATION 

Contributions to civil service retirement fund. ...............-.---..-2------------200---2--0- 3, 563. 68 
eens eee Ot Oe NI... s-cssiscicitambiuiniietobinambunntnnincaeninaiaiinttemateiiniamtbeomaal 350. 00 
Ta OS 5 ic Serle apigmgtedgeiinacgeesinaieneaabibbeiiee 250. 00 
Witness fees, expenses_................--.-... 200. 00 
Communications (telephone and telegraph)... 300. 00 
Stationery, office supplies...............-.... 300. 00 
COINS GDB iiikiss ca cacntdndicidnsicccscecsseusdiadiohtiégndsendanmadedieiaie 232. 93 

5, 196. 61 





OBB 5 ocescocecccn en dasdscsnbeidemnnsntnascascessecccecsscerscwecesnasescencosacnsesese 60, 000. 00 
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STUDY OF REFUGEES AND ESCAPEES BY THE 
COMMITTEE ON THE JUDICIARY 


January 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 52] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 52) to investigate problems arising by escape 
of refugees from certain foreign countries under Communist domina- 
tion, having considered the same, report favorably thereon without 
— and recommend that the resolution be agreed to by the 

enate. 

This resolution would authorize the Committee on the Judiciary, 
acting through its Special Subcommittee To Investigate Problems 
Connected With Emigration of Refugees and Escapees, to continue 
from February 1, 1956, through not later than January 31, 1960, its 
inquiries into the difficulties created by the flow of refugees and 
escapees from the Communist tyranny and to expend for such pur- 
poses not in excess of $37,500. 

The purposes of the resolution are more fully stated in a letter to 
Senator Thomas C. Hennings, Jr., chairman of the Committee on 
Rules and Administration, from Senator James O. Eastland, chair- 
man of the Committee on the Judiciary, which letter (with accom- 
panying budget) is as follows: 

U.S. Senate, 


CoMMITTEE ON THE JUDICIARY, 
January 26, 1959. 

Re Senate Resolution 52. ' 
Hon. Tuomas C. Henninas, Jr., 
Chairman, Committee on Rules and Administration, 
U.S. Senate, Washington, D.C. 

Dear Mr. Cuarrman: Your attention is respectfully directed to a 
Senate resolution which was approved on January 26, 1959, by the 
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Committee on the Judiciary further extending the authority to con- 
duct a study of the problems of certain Western European nations 
and countries of the Near, Middle, and Far East created by the flow 
of refugees and escapees from Communist t ranny. The resolution, 
as approved by the committee, would extend the operative life of the 
Special Subcommittee To Investigate Problems Connected With 
Refugees and Escapees to January 31, 1960. 

According to the latest figures furnished me, there are in Europe 
today 178,000 nonsettled refugees. Represented among them is the 
entire roster of peoples enslaved by communism—Poles, Yugoslavs, 
Czechoslovaks, Hungarians, Balts, Bulgarians, Rumanians, Albanians, 
and a score of natiaonalities of the U.S.S.R. More than 48,000 of 
these people are still living in refugee camps under deplorable con- 
ditions. In addition to the European refugees, we have approxi- 
mately 900,000 Arab refugees whose resettlement presents an even 
greater challenge. These figures will, I believe, demonstrate the need 
for the continued closest surveillance over this highly incendiary and 
pressing problem. 

In addition to the resolution, I am also attaching a copy of the pro- 
posed budget covering the period embraced by the resolution. 

I earnestly solicit your sympathetic cooperation to the end that the 
resolution may have early and favorable consideration by the Com- 
mittee on Rules and Administration. 

With kindest regards, I am 

Sincerely, 
James QO. Eastiann, Chairman. 

Budget of the Subcommittee on flefugees and Escapees of the Committee on the 

Judiciary for the period Feb. 1, 1959, to Jan. $1, 1960, inclusive 


Position 


STAFF 


Professional staff: General counsel 
Administrative staff: 
Clerical assista: 


2,700} 6,742.93 
2, 700 5, 742. 93 


Geatbetipse to civil service retirement fund (6% percent of total salaries paid) 

WOE 6 nbn oo ci ct ed octet 460055 b cb btvncobbcdemdecte sods opueedsbséddbabedeccicucksbundédésabe 
Hearings (inclusive of reporters’ fees) 

Witness fees SE oon 


and office supplies... _.....-- 

Communications (telephone and telegraph) 

GIENEE BIB. oc cckcicicnccnticencs 
Subtotal, administrative expense. 
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Funds requested, Senate Resolution 52, $37,500. 
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STUDY OF NATIONAL PENITENTIARIES 


JANUARY 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To aecompany 8. Res. 60] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 60) to investigate national penitentiaries, hav- 
ing considered the same, report favorably thereon without amend- 
ment and recommend that the resolution be agreed to by the Senate. 

This resolution would continue the study being made of national 
penitentiaries by the Committee on the Judiciary until January 31, 
1960, inclusive, and authorize expenditures in the amount of $5,000 
therefor. 

The purposes of the resolution are more fully stated in a letter to 
Senator Thomas C. Hennings, Jr., chairman of the Committee on Rules 
and Administration, from Senator James O. Eastland, chairman of 
the Committee on the Judiciary, which letter (with accompanying 
budget) is as follows: 

U.S. Senate, 
COMMITTEE ON THE JUDICIARY, 
January 27, 1959. 
Re Senate Resolution 60. 
Hon. TuHomas C. Henntnos, Jr., 
Chairman, Senate Committee on Rules and Administration, U.S. 
Senate, Washington, D.C. 

Dear Senator Henninos: I am enclosing a copy of an original reso- 
lution and a budget for the standing Subcommittee on National Peni- 
tentiaries, which has been approved by the committee. 

The standing Subcommittee on National Penitentiaries has been in 
existence since the 80th Congress. While its needs have always been 
modest, as in shown by the fact that appropriations for it have ran 
between $5,/ 00 and $8,600 during its existence, its effectiveness in build- 


84008 





2 STUDY OF NATIONAL PENITENTIARIES 


ing morale among inmates and administrative personnel in our Federal 
penal institutions has been considerable. The subcommittee affords 
the personnel of our Federal penal institutions an opportunity to bring 
their problems in regard to discipline, food, health, and recreation for 
inmates directly to the attention of the Senate. it further provides 
Members of the Senate an opportunity to speak directly to inmates 
and to hear any grievances Ghich the inmates may feel they have. 
The subcommittee believes that this has been a factor in deterring 
riots, attempted escapes, and the like, as it provides a real opportunity 
for inmates to tell their stories to an outside observer. It is gratifying 
to the subcommittee that since its establishment no serious riot has 
occurred at any Federal penal institution. 

During the past session members of the subcommittee have visited 
Federal penal institutions at Tallahassee, Fla.; San Pedro, Calif.; 
Tucson, Ariz.; E] Paso, Tex.; and Seagoville, Tex. In addition, the 
chairman, while on other business in Europe, visited penal institutions 
for both adults and juveniles in Great Britain, Denmark, Belgium, 
France, and Spain; and he conferred with the Ministers of Justice in 
several of these countries. 

The subcommittee has incurred no expenditures for staff personnel 
during the past session and the proposed budget which is submitted 
for the present session does not anticipaté any expenditures for staff. 
The modest appropriation which has been recommended by the com- 
mittee is designed to provide only for travel, hearings, including re- 
porters’ fees, witness fees, and incidental expenses. 

With kindest regards, I am 

Sincerely yours, 


James QO. Eastianp, Chairman. 


Budget, the Senate Judiciary Subcommitee on National Penitentiaries 


Staff expenses... 

Administrative: 
TPEIUEL <ccomprgnnwciinyennsinihinihadanihielnimiainginadagkipamenmalpe inten, Ge 
Hearings (inclusive of reporters fees) ~..-.....--...-.---___--._.. 
Witness fees, expenses, communications, supplies, incidental ex- 


dtvihbliaduabidsieaiiti lestinichadi --. None 





awe see ”* 


eP~ @eOwe 


sis $8 & 


Calendar No. 35 


86TH CoNGRESS } SENATE { Report 
1st Session No. 35 





STUDY OF MATTERS PERTAINING TO REVISION AND 


CODIFICATION OF THE STATUTES OF THE UNITED 
STATES 


JaNvuaRY 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Hennrnas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res, 63] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res, 63) authorizing a study of matters pertaining 
to the revision and codification of the statutes of the United States, 
having considered the same, report favorably thereon without amend- 
ment, and recommend that the resolution be agreed to by the Senate. 

This resolution would authorize the expenditure of $25,000 by the 
Committee on the Judiciary, acting through its Subcommittee on Re- 
vision and Codification, from February 1, 1959, through January 31, 
1960— 


to examine, investigate, and make a complete study of any and 
all matters pertaining to revision and codification of the 
statutes of the United States, 


The purposes of the resolution are more fully detailed in a letter 
from Senator Sam J. Ervin, Jr., chairman of the Subcommittee on 
Revision and Codification, to Senator James O. Eastland, chairman 
of the Committee on the Judiciary, which letter (with accompanying 
budget) and letter of transmittal from Senator Eastland to Senator 
Thomas C. Hennings, Jr., chairman of the Committee on Rules and 
Administration, are as follows: 

U.S. Senate, 
CoMMITTEE ON THE JUDICIARY, 


January 27, 1959. 
Hon. Tuomas C. Hennines, Jr., 
Chairman, Committee on Rules and Administration, U.S. Senate, 
Washington, D.C. 
Dear Mr. Coarrman: I am enclosing the budget which was ap- 
proved by the Committee on the Judiciary, at its meeting on Monday, 
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January 26, 1959, for the work of the standing Subcommittee on 
Revision and Codification. 

The committee authorized the reporting to the Senate of an original 
resolution (S. Res. 63) to provide the amount of $25,000 for the work 
of the subcommittee for the period from February 1, 1959, through 
January 31, 1960. 

The program of the subcommittee is fully set forth in a letter to 
me, from the Honorable Sam J. Ervin, Jr., chairman of the subcom- 
mittee. I am forwarding this letter to you herewith, with the pro- 
posed budget, for the information of the Committee on Rules and 
Administration for consideration at its forthcoming meeting. 

With kindest regards, I am 

Sincerely, 
James QO, Eastiann, Chairman. 


U.S. Senate, 
CoMMITTEE ON THE JUDICIARY, 
January 26, 1959. 
Hon. James QO, Eastuanp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Senator Eastianp; This is in reference to the original reso- 
lution which the Committee on the Judiciary approved today for an 
appropriation in the amount of $25,000 to set up a staff for the stand- 
ing Subcommittee on Revision and Codification, and which I explained 
before the committee. 

In prior Congresses various titles of the United States Code have 
been codified Yeh, from an examination of the titles in the code, 
will show to be of great importance. The titles of the code so far 
codified have been titles 1, 3, 4, 6, 9, 14, 17, 18, 28, 35, 10, and 32. 
It will be noted that such titles as “Civil and Criminal Code” and 
the laws relating to the armed services are included in this compilation. 

The codification bills generally originate in the House of Repre- 
sentatives, where the Su mittee on Revision of the Laws of the 
Committee on the Judiciary and its staff process these pieces of legis- 
lation. They, in connection with publishing companies, bring the 
laws into the right categories and prepare the eventual bill that is to 
be the subject matter of the Congress. This work is so detailed that 
it oftentimes taken 3 or 4 years.to codify a particular title. It can 
be readily seen that a project of this magnitude must carry a cutoff 
date for the laws which are to be codified, and that subsequent laws 
must then be taken care of by a so-called cleanup bill. The element 
of time then enters into the picture because when the bill has received 
approval of the House and he sent to the Senate it almost of neces- 
sity must be passed in that Congress or the entire work of the Con- 
gress as to that legislation is for naught and must be commenced again 
in the next sueceeding Congress, This causes a great deal of waste 
in the matter of time and expense. It also means that a great amount 
of work must be taken on face because without a staff the Committes 
on the Judiciary does not have the facilities to recheck 4 or 5 years, 
of work within a single session. When this is realized, it becomes 
apparent why a staff for this.most important legislative function be 
provided for this subcommittee, , 
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As an example of the work that necessarily goes into a report on 
revision and codification legislation I cite H.R. 7049 of the 84th Con- 

ess, an act to revise, codify, and enact into law title 10 of the United 

tates Code entitled “Armed Forces,” and title 32 of the United States 
Code entitled “National Guard.” The bill itself contained 776 pages, 
consisting of 4 parts and 165 chapters. The schedule of laws repealed 
consisted of approximately 43 pages. The report on the bill (S. Rept. 
2484 to accompany H.R. 7049 of the 84th Cong.) consisted of 1,156 
pages and covered every section of the titles dealt with in the revision 
and condification bill. Prior to reporting, the subcommittee held 
hearings on H.R. 7049 and did considerable checking and rechecking 
of its contents. 

In the 85th Congress another bill (H.R. 8943), known as the cleanu 
bill, was introduced and processed through the Subcommittee on Revi- 
sion and Codification a the Committee on the Judiciary. This bill, 
of course, was to pick up all of the laws enacted after the cutoff date 
and to correct ke substantive and technical errors as appeared in the 
original codification. The cleanup bill consisted of 36 sections, cov- 
ering 185 pages. The schedule of laws repealed by that legislation 
consisted of approximately three pages. The subcommittee likewise 
held hearings on this bill and checked and rechecked its contents. 

On the basis of the foregoing, I urge the approval of the attached 
proposed budget, since these funds will enable the subcommittee to 
—_ its contribution toward the goals outlined and set forth in this 
etter. 

Sincerely yours, 


Sam J. Ervin, JR., 
Subcommittee Chairman. 


Budget, Senate Judiciary Subcommittee on Revision and Codification, Feb. 1, 1959, 
to Jan. 31, 1960 
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86TH CONGRESS t SENATE { Revorr 
1st Session No. 36 


STUDY OF ADMINISTRATIVE PRACTICE AND PRO- 
CEDURE IN GOVERNMENT DEPARTMENTS AND 
AGENCIES 


January 30, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Henntnes, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 61] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 61) authorizing a study of administrative 
eae and procedure in Government departments and agencies, 

aving considered the same, report favorably thereon without amend- 
ment, and recommend that the resolution be agreed to by the Senate. 

This resolution would authorize expenditure of $115,000 by the Com- 
mittee on the Judiciary, acting through its Subcommittee on Admin- 
istrative Practice and Procedure, from February 1, 1959, through 
January 31, 1960— 


to make a full and somgies study and investigation of ad- 
ministrative practice and procedure within the departments 
and agencies of the United States in the exercise of their 
rulemaking, licensing, and adjudicatory functions, including 
a study of the effectiveness of the Administrative Procedure 
Act, with a view to determining whether additional legis- 
lation is pases to provide for the fair, impartial, and 
effective performance of such functions. 


The purposes of the resolution are more fully detailed in a letter 
from Senator John A. Carroll, chairman of the Subcommittee on 
Administrative Practice and Procedure, to Senator James O. Eastland, 
chairman of the Committee on the Judiciary, which letter (with 
accompanying budget) and letter of transmittal from Senator East- 
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land to Senator Thomas C. Hennings, Jr., chairman of the Committee 
on Rules and Administration, are as follows: 


U.S. Senate, 
CoMMITTEE ON THE JUDICIARY, 
January 28, 1959. 
Hon. Tuomas C. Henntneos, Jr., 
Chairman, Committee on Rules and Administration, U.S. Senate, 
Washington, D.C. 

Dear Mr. Cuarrman: I am enclosing a budget which was approved 
by the Committee on the Judiciary at its meeting on Monday, Janu- 
ary 26, 1959, for the work of the Standing Subcommittee on Admin- 
istrative Practice and Procedure. 

The committee, at its meeting on last Monday, authorized the re- 
porting to the Senate of an original resolution (S. Res. 61) to provide 
the amount of $115,000 for the work of the subcommittee for the 
period from February 1, 1959, through January 31, 1960. 

The program of the subcommittee is fully set forth in a letter to me 
from Hon. John A. Carroll, chairman of the subcommittee. I am 
forwarding this letter to you herewith with the pro budget for 
the information of the Committee on Rules and Administration for 
consideration at its forthcoming meeting. 

With kindest regards, I am, 

Sincerely yours, 
James Q. Eastuanp, Chairman. 


U.S. Senate, 
CoMMITTEE ON THE JUDICIARY, 
January 27, 1959. 


Hon. James O. EAstianp, 
Chairman, Committee on the Judiciary, U.S. Senate, Washington, 
D.C. 


Dear Senator Eastianp: This is in reference to the action taken 
by the Committee on the Judiciary at its organizational meeting of 
January 26, 1959, in approving an original resolution appropriating 
the sum of $115,000 for the Standing Subcommittee on Administra- 
tive Practice and Procedure, of which I have been designated chairman. 

The American Bar Association and other leaders in the field of 
government and law have long taken the view of a need for a standing 
subcommittee of the Committee on the Judiciary having authority 
over Federal agency procedures and practices of common application 
among the various departments and agencies of Government. The 
Committee on the Judiciary, having in mind that more than 12 years 
have passed since the enactment of the Administrative Procedures Act 
by the Congress on June 11, 1946, (60 Stat. 237, title 5, United States 

ode, sec. 1001-1111), there has been a growing need for a thorough 
study and revision of that act and an intelligent determination as to 
what legislative proposals may best be considered by the Congress to 
bring the act up to date. 

The standing Subcommittee on Administrative Practice and Proce- 
dure will have the duty of conducting comprehensive factfinding 
hearings toward a broad reappraisal of the basic fairness and efficiency 
of agency proceedings, the adequacy of guidelines for maintaining con- 
gressional control over agency lawmaking functions, the need for im- 
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proving standards of conduct by and before Federal agencies, and 
minimizing undue delay and expense of these Federal agency hearings. 

The overall study and revision of the Administrative Seansdine 
Act necessitates the establishment of a competent and technical staff 
to carry out the duties assigned to this subcommittee. 

In view of the magnitude of the task ahead, I urge the approval of 
the attached proposed budget for the subcommittee, inasmuch as these. 
funds will be necessary to provide the Congress with the information 
and ideas necessary for adequate legislation in this technical field. 

Sincerely yours, 
Joun A. Carron, 
Subcommittee Chairman. 


Senate adminisirative practices and procedures subcommittee proposed budget 


Legal and investigative: 
Counsel and staff director 





— Pee men eee ewww een were ne cee ee eeseeeseeeces 
On een eee eee meee e eee wees eeeeeeseees 












Contribution to civil service retirement fund (64 percent of total salaries paid 

Travel (inclusive of field investigntions).........- cdbicprunncptiregnisiienes _ usc deemesiniaiiiel 
mere mmapens teed dre asap eR SARTRE RIE REAESE RES DSRNA ER ENS LS OEE | 

NO CR ON ORI sn, boeken nn whdawiiethsatiesadiapiiiacbalia aoiistaadbiiies aaietadisalintiad 
OEE SUNT SEI UNI 3 4.10 stn rene nimigncdsncmnpibetpebamingwatndinhetatebentnidbandiiaseammad 

Communications (telephone Oe Sid inna seccbinb Sakicne dda dabbidiinde subeadade 

Contingent fund 


Se RR RRR Oe OR eR EEE Oe ow Ee GP See eee eet eseeeeeseseees 


Fund requested, Senate Resolution 61, $115,000. 
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1st Session No. 37 





ADDITIONAL PROFESSIONAL STAFF MEMBERS AND 
CLERICAL ASSISTANTS FOR THE COMMITTEE ON 
LABOR AND PUBLIC WELFARE 


JaNvARY 30, 1959.—Ordered to be orinted 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Henninas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 49] 


The Committee on Rules and Administration, to whom was re- 
ferred the resolution (S. Res. 49) authorizing the employment by the 
Committee on Labor and Public Welfare of additional professional 
staff members and clerical assistants, having considered the same, re- 
port favorably thereon without amendment and recommend that the 
resolution be agreed to by the Senate. 

This resolution would authorize the Committe on Labor and Pub- 
lic Welfare from February 1, 1959, through January 31, 1960, to em- 
ploy four additional professional staff members and seven additional 
clerical assistants— 


to be paid from the contingent fund of the Senate at rates of 
compensation to be fixed by the chairman in accordance 
with section 202(e), as amended, of the Legislative Reor- 
ganization Act of 1946, and the provisions of Public Law 
4, Ei pate Congress, approved February 19, 1947, as 
amended. 


The pe of the resolution are further explained in a letter to 
Senator Thomas C. Hennings, Jr., chairman of the Committee on 
Rules and Administration, from Senator Lister Hill, chairman of 
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the Committee on Labor and Public Welfare, which letter is as fol- 
lows: ' 
; U.S. Senate, 


Commirree on Lapor AND Pusiic WELFARE, 
January 27, 1959. 
Memorandum. 
To: Hon. Thomas C. Hennings, Jr., chairman, Committee on Rules 
and Administration. 
Prom: Hen. Lister Hill, chairman, Committee on Labor and Public 
Welfare. 
Re: Senate Resolution 49, 86th Congress, 1st session. 

Today, January 27, 1959, the Committee on Labor and Public 
Welfare in executive session tinanimously approved a resolution ex- 
tending for 1 year the authority of this committee to employ certain 
temporary professional staff members and clerical assistants. This 
resolution, Senate Resolution 49, has been referred to your committee, 

Under this resolution, the committee would be authorized— 

(1) To continue the employment of four additional clerical assist- 
ants whose. positions were first approved by your committee and by 
the Senate during the 1st session of the 83d Corian by Senate Res- 
olution 37, and subsequently reapproved by Senate Resolution 186 
of the 2d session of the 88d Congress; by Senate Resolution 34 of the 
1st session of the 84th Congress; by Senate Resolution 194 of the 2d 
session of the 84th Congress; by Senate Resolution 75 of the 1st ses- 
sion of the 85th Congress, and by Senate Resolution 254 of the 2d 
session of the 85th Congress; these positions thus have been author- 
ized on six occasions over the past 6 years. 

{2) To continue the employment of four temporary professional 
staff members and two clerical assistants whose positions have been 
authorized since March 8, 1957, by Senate Resolution 101 of the 1st 
session of the 85th Congress and by Senate Resolution 253 of the 2d 
session of the 85th Congress. 

(3) To employ an additional clerical assistant above the number 
presently authorized. 

Thus, for purposes of simplification, Senate Resolution 49 com- 
bines the authority which was given the committee in the 85th Con- 
gress under separate resolutions. 

Not only has the membership of the committee been enlarged from 
18 to 15, and the number of standing subeommittees has been increased 
from 5 to 7, but it is clear to the members of this committee that the 
legislative workload during the ist session of the 86th Congress will 
be exeeptionally heavy, in certain fields even heavier than that during 
the 2d session of the 85th Congress. Thus, the committee feels that 
its needs for continuation of the authority to employ additional per- 
sonnel as proposed in Senate Resolution 49 is even more eomplling 

n in previous years. " 

Rather than seeking a large sum of money to be expended for gen- 
eral purposes, the committee believes it would be served more effec- 
tively by requesting that a number of temporary personnel be 
authorized for the current year in the same manner as in preceding 
years. 

The committee expects to maintain its policy of filling positions 
under the proposed resolution only as the workload requires. As in 
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the past, the committee expects to engage personnel authorized under 
the proposed resolution only for such ‘periods of time as they are 
actually needed. 

The personnel filling the positions referred to will be needed to 
work on important legislative matters related to labor, railroad retire- 
ment, and veterans’ affairs. 

If Senate Resolution 49 is approved, the committee intends to 
employ professional staff members at a base annual rate not to exceed 
$8,000, and clerical assistants at a base annual rate not to exceed $3,600. 

On behalf of the Committee on Labor and Public Welfare, may 
I express the hope that your committee will be able to give early 
consideration and take favorable action on this resolution. 


Lister Hix. 
O 
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LETTER OF TRANSMITTAL 


JANUARY 31, 1959. 
The Honorable the PresipENT OF THE SENATE. 
The Honorable the SPEAKER oF THE House or REPRESENTATIVES. 
In accordance with House Concurrent Resolution 172 of the 85th 
Congress which provides for a complete study of any and all matters 


pertaining to problems created by the growth and expansion of the 
District of Columbia and its metropolitan area, there is transmitted 
herewith the following final report. 
Respectfully submitted. 
AuaANn Brsie, Chairman. 
JoHN L. McMiuuan, Vice Chairman 


iIt 








CONTENTS 


Summary of recommendations 
Preblems of metropolitan growth and expansion 
Activities of the committee 
Background to the present study 
The National Capital region 
Growth ef population 
The suburban movement 
Expansion of the built-up area 
The power and inevitability of decentralization 
The National Capital region today 
The present lack of direction, coordination, and control _ - 
Consequences of doing nothing 
Problems of regional growth 
The approach to the problem 
Boundaries of the Washington metropolitan area 
The climate of local government 
Consolidation via retrocession 


Community response to regional problems 
Toward an action pregram on regional problems____._..__.------ aided 
Declaration of Federal interest in National Capital region 
Historical development of the Federal interest 
Federal employment 
Impact of Federal payroll 
The Federal real property in the National Capital region 
Dispersal of Federal installations 
Expression of the Federal interest in the National Capital region -_ - -- 
Coordinator for National Capital Regional Affairs 
A policy for regional planning 
Metropolitan unity 
Objectives of the legislative program 
Elements of metropolitan government 
A voice for the metropolitan region 
Financing the National Capital Metropolitan Council 
Metropolitan Regional Conference 
The reorganization of planning 
The Regional Development Agency_---._-......-.-------.-------- 
Organization for regional development 
Prompt action is needed 
Commission of Fine Arts 
The regional executive 
Metropolitan statistical and data processing agency 
Metropolitan Fiscal Agency 
operating agencies for regional public works 
Regional Sanitary Board 
Northern Virginia Sanitation Authority 
Washington Aqueduct 
CRMNEy Aenea. 8 ac i ue as at Sse Sune 
A regional transportation organization 
Transportation regulation 
Economic development 
Observations on fiscal aspects of metropolitan growth 
Source of capital funds 
Transportation’s share in regional development 
Recommended Federal payment 
Canadian Government payments in lieu of taxes 
Reassessment of real property in the District of Columbia 





vI 


CONTENTS 


TABLES 


Table 
number 


i, 
2. 


Population growth and forecast, 1930-65, Washington standard 
metropolitan area 

Population growth and forecast, 1950-2000, Washington standard 
MPOPOUEAN  BTOR..... 00 cnr annnsntnrsccbooniinwigncoinesenenee 


3. Population shifts by subarea, Washington metropolitan area, 1950-58__ 


. Federa 


. Population growth of major standard metropolitan areas, United 


tates, 1930-58 


. Metropolitan area problems ranked according to frequency of mention 


in replies to committee questionnaire, November 1957 
civilian employment in the Washington, D.C., metropolitan 
area, 1901-57 


. Federal employment in the Washington, D.C., metropolitan area, 


December 31, 1939-57 (excludes Christmas assistants of the Post 
Office Department) 


. Federal civilian employment in the Washington, D.C., metropolitan 


area by agency and location, December 31, 1957 


. Estimates of total employment by major categories 
. Distribution of Federal payroll, National Capital region 
. Real property owned by the United States (including defense installa- 


tions), Washington metropolitan area, June 30, 1957 


. Federally owned properties in the District of Columbia, Maryland, 


and Virginia from December 31, 1953, through June 30, 1957 


. Real property of National Park Service, National Capital Parks (as of 


January 1, 1959) 





86TH CONGRESS ; SENATE 
Ist Session 


MEETING THE PROBLEMS OF METROPOLITAN GROWTH 
IN THE NATIONAL CAPITAL REGION 


JANUARY 31, 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of January 29, 1959 


Mr. Braue, from the Joint Committee on Washington Metropolitan 
Problems, submitted the following 


FINAL REPORT 


[Pursuant to H. Con. Res. 172, 85th Cong.] 


SUMMARY OF RECOMMENDATIONS 


1. The immediate governmental need of the metropolitan region 
is to create a network of regional public works and services to support 
the estimated metropolitan rove Beyond organizational measures 
to overcome the existing jurisdictional fragmentation of the area, 
these should be realized by a combination of local initiative and 
Federal assistance. The needed regional services, in effect, will be 
superimposed upon local services already existing or to be brought 
into being by States and local government in response to local needs. 
It is recognized that the need to create such regional works will 
require a new and limited structure for metropolitan government in 
which local and Federal interests are appropriately reflected and 
joined. For this purpose, the committee looks to the possibility that 
the National Capital Metropolitan Conference, an existing body of 
local elected officials, may be developed as the voice of the region, and 
the instrument for expressing and safeguarding local interests. This 
initiative sTigeen to lie chiefly with the conference itself, although 
some initial Federal assistance is appropriate if desired. The con- 
ference should be recognized in Federal legislation and by uniform 
actions of the Maryland and Virginia Legislatures. Recognition in 
local ordinances by counties would also be a step forward. The 
conference will develop further as an organ of regional government. 
It is possible, to illustrate, that its members may be directly elected 
rather than serve ex officio as at present. Contributions by local 
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governments to the support of the conference are an immediate pos- 
sibility, but these may be superseded in time by a direct tax levy. 

2. The planning of the needed system of regional public works 
should be undertaken by a Regional Development Agency. The 
regional development plan wo be based upon comprehensive studies 
of all pertinent regional conditions, but expressed chiefly and in detail 
as a plan for the major regional public works, for which Federal 
financing is contemplated. The plan should be finally adopted by 
each local jurisdiction, pending the creation of a regionwide represent- 
ative body duly qualified for this purpose by State laws, as contem- 
plated above. Subject to these conditions, which safeguard fully local 
interests and the sovereign rights of the States involved, it is recom- 
mended that the membership of the Regional Development Agency 
be appointed by the President, subject to metropolitan residence quali- 
fications, due consideration being given to nominations submitted by 
local governing bodies in the area, and be compensated in proportion 
to the demands made on their time. The Agency would be a Federal 
agency, established by Congress, and supported by Federal appro- 
priations, and its members would necessarily be Federal officials duly 
sworn. The Agency would succeed to the coordinating role of the 
present National Capital Regional Planning Council, but would have 
no powers over land use, these being specifically police powers deriv- 
ing from the sovereign powers of the respective States, or, in the case 
of the District of Columbia, to be allocated to the District of Colum- 
bia Board of Commissioners. 

3. A uniform factual basis for decisions affecting the metropolitan 
area should be provided by a Regional Statistical Agency. To render 
the greatest service and assist in meeting the costs involved, these 
facilities should be available to private as well as public agencies and 
appropriate charges made for services rendered. The Agency should 
be an operating arm of the Regional Development Agency and speci- 
fically authorized to receive payment for services rendered private 
firms that are deemed not contrary to the public interest. An ad- 
visory board in which local governmental and business interests would 
be represented would enhance an understanding of the Agency’s work 
and strengthen its cooperative undertakings. 

4. The creation of regional public works should be the responsibility 
of regional operating agencies established for this specific purpose in 
the fields of water supply and sewage disposal and transportation. The 
operating agencies may be local agencies now existing which are able 
to undertake regional public works, or special agencies created for such 
purpose by local or Federal action. An outstanding need is a North- 
ern Virginia Sanitation Authority. Individual projects of regional 
significance, conforming to the comprehensive regional development 
plan, would be assigned to these agencies or, in some cases proposed by 
them. Such projects would be eligible for regional financing. 

5. To create water supply and sewage disposal facilities there should 
be a Regional Sanitary Board to coordinate planning, operations, and 
construction in member jurisdictions. It should . empowered to 


review contracts for services eeppon by one of the principal geo- 
0 


graphical or functional elements of the regional system to another, to 
review all federally financed regional projects in the field of sanitary 
engineering, and to initiate proposals for regionwide sanitation 
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mpaerhey The composition of the Board is described on page 44 
elow. 

6. In the field of transportation, some regional agency will clearly 
be required, but its character will be better determined following the 
committee’s review of the forthcoming report of the Washington 
Metropolitan Area Mass Transportation Survey. It may be desir- 
able to establish some interim agency in this field. to effect a transition 
between the present arrangements and those eventually to be desired 
in the light of the region’s future requirements. 

7. To further the coordination needed among the several county and 
central city economic development agencies, it is recommended that 
the Regional Planning Council sponsor an Annual Economic Develop- 
ment Conference. 

8. To examine further the forward purchase of land, as recom- 
mended by committee consultants and witnesses, the Regional De- 
velopment Agency should explore with all interested agencies the 
desirable scope and magnitude of such program, and the extent to 
which the need may be met by cooperation among Federal, State, and 
local agencies. This examination should embrace the advance 
acquisition of lands needed as well for Federal installations and facili- 
ties, regional recreation requirements, and open space to give to 
suburban development such structure as will assist in the orderly 
provision of mH services. It should also embrace measures to 


allow greater flexibility in the assignment and use of existing Federal 
lands in the metropolitan region. 

9. The Federal interest in the National Capital region and its 
orderly development should be expressed in a policy declaration of 
Congress, establishing the foundation for a broa legminve program. 

rn 


The resolution should define the regional area, descrive its present and 
future growth, recite the various Federal interests, and indicate the 
major steps to be taken in furthering these interests. The objective 
of these needed actions by Congress is to improve the coordination of 
existing Federal programs in the region by directing them in order to 
create the systematic network of regional public works and facilities 
fundamental to all activities necessary to metropolitan growth and 
expansion. 

10. The jurisdiction of the Committees on the District of Columbia 
in the House and Senate should be broadened to include Federal 
interests in the metropolitan area outside the District of Columbia, 
and consideration should be given the formation of standing subcom- 
mittees for this purpose. The Committees on the District of Columbia 
should be placed in a position to cooperate with other committees of 
Congress in decisions affecting regional growth and development. 
This objective may be recognized additionally in the assignment of 
specific legislation to committees, and by an increased use of joint 
committee meetings. 

11. A Coordinator for National Capital Affairs should be established 
in the Executive Office of the President to give effect to the congres- 
sionally declared policies and Federal interests through the operations 
of the executive departments coordinated on a metropolitan area basis. 

12. The government of the District of Columbia should be strength- 
ened by instituting a comprehensive planning department that would 
report directly to the Board of Commissioners. 
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13. To finance regional public works, a Metropolitan Fiscal Agenc 
should be established by Congress, with the power to issue bonds 
guaranteed by the Treasury of the United States in amounts deter- 
mined annually by Congress. The Fiscal Agency may make loans to 
the operating agencies for the purpose of financing the creation of 
revenue-producing and self-liquidating public works identifiedjin the 
approved regional development plan. 


PROBLEMS OF METROPOLITAN GROWTH AND EXPANSION 


House Concurrent Resolution 172 directs the committee to study 
the problems created by the growth and expansion of the Washington 
metropolitan area, and their impact upon the District of Columbia, 
and to make such recommendations and report to Congress as may 
be appropriate before January 31, 1959.' This is the final report of 
the committee, although some further report on mass transportation 

roblems may be made if the life of the committee is extended for that 
imited purpose. A progress report was made in January 1958, 
describing the initial organization of the committee, its definition of 
the metropolitan region, and outlining the scope of its investigations? 
Activities of the committee 

Following a comprehensive survey of the metropolitan water prob- 
lem, the committee published the following staff reports: 

“Metropolitan Water Problems,’ by Bernard Frank, March 1958 

“Sewage Disposal and Water Pollution,” by Gilbert V. Levin, 

March 1958 

‘‘Water Supply,” by Gilbert V. Levin, March 1958 
Against the background of these studies and reports, public hearings 
by the committee were held on April 22, 23, and 25, and published as: 

“Washington Metropolitan Area Water Problems,” hearings before 

the Joint Committee on Washington Metropolitan Problems, 

Congress of the United States, 85th Congress, 2d session, 1958 
Subsequent studies of this record by committee staff and consultants 
led to a further report: 

“Water Supply and Sewage Disposal,” by Gilbert V. Levin, 

December 1958 


1H, Con, Res. 172 reads as follows: 

“Resolved by the House of Representatives (the Senate coneurring), That there is hereby established a joint 
conereestenel committee to be com of three members of the Committee on the District of Columbia 
of the Senate, to be appointed by the chairman of such committee, and three members of the Committee 
on the District of Columbia of the House of Representatives, to be appointed by the Speaker of the House 
of Representatives. The joint committee shall select a chairman and a vice chairman from among its 
members. A majority of the joint committee shall constitute a quorum except that a lesser number to be 
fixed by ~ joint committee, shall constitute a quorum for the purpose of administering oaths and taking 
sworn testimony. 

“Src, 2. The joint committee, or any duly authorized subcommittee thereof, shall examine, investigate, 
and make a complete study of any and all matters pertaining to (a) the problems created by the growth 
and expansion of the District of Columbia and its metropolitan area, (b) how and with what degree of 
success such problems are handled and resolved by the various agencies and instrumentalities of the Gov- 
ernment which are charged with the duty of resolving such problems, and (c) how the resolution of such 
problems is affecting the affairs of the District of Columbia. The joint committee shall report its findings, 
together with its recommendations for such legislation as it deems advisable, to the Senate and the House 
of Representatives at the earliest practicable date, but not later than January 31, 1959. Upon the sub- 
mission of such report, the joint committee shall cease to exist and all authority conferred by this resolu- 
tion shall terminate; but the joint committee shall make a progress report on its activities by January 31, 


1958. 

“Src. 3. The joint committee, or any duly authorized subcommittee thereof, is authorized to sit and act 
at such places and times within the United States, to hold such hearings, to require by subpena or other- 
wise the attendance of such witnesses and the production of such books, papers, and documents, to ad- 
minister such oaths, to take such testimony as it deems advisable. 

“Sec, 4. The joint committee shall have power to employ and fix the compensation of such experts, 
consultants, and other employees as it deems necessary in the performance of its duties. 

“Sec. 5. The expenses of the joint committee, through January 31, 1958, which shall not exceed $50,000, 
shall - paid from the contingent fund of the Senate upon vouchers approved by the chairman of the joint 
committee.” 

2 “Growth and Expansion of the District of Columbia and its Metropolitan.Area,” progress report of 
the Joint Committee on Washington Metropolitan Problems, Rept. No. 1230, 85th Cong., 2d sess. (1958). 
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In the field of transportation, the committee’s approach was 
influenced by the circumstance that a comprehensive survey of mass 
transportation was in progress under the joint direction of the National 
Capital Planning Commission and the National Capital Regional 
Planning Council, pursuant to the authorization contained in Public 
Law 24, 84th Congress, and earlier authorizations in Public Law 592, 
82d Congress. A total of $460,000 of Federal funds has been appro- 
priated directly for this survey, supplemented by other governmental 
resources, and major findings and recommendations were anticipated. 
Following a preliminary survey and an executive report on the nature 
of the problem, an extended inquiry into the status and prospects for 
the mass transportation survey was launched leading to the com- 
mittee’s publication: 

“Metropolitan Transportation,” by Arthur Lazarus, April 1958 
This report formed the essential background to hearings conducted by 
the committee on May 22, 23 and June 10, 1958, and published as: 

‘Washington Metropolitan Area Transportation Problems,’’ hear- 
ings before the Joint Committee on Washington Metropolitan 
Problems, Congress of the United States, 85th Congress, 2d 
session, 1958 

In its approach to the problem of economic development, the 
committee took notice of the diversification of the economy of the 
National Capital region, of its decentralization, its changing character, 
and the lack of public agencies specifically concerned with these factors 
which are, indeed, determining the future character of the Federal 
Capital and its metropolitan area. This comprehensive approach 
was reflected in the committee’s staff report: 

“Kconomic Development in the Washington Metropolitan Area,’ 

by Philip Hammer & Co. Associates, June 1958 

In the light of this report and other data, hearings were held by the 
committee on July 8, 9, and 10, 1958, and published as: 

“‘Washington Metropolitan Area Economic Development,’ hearings 
before the Joint Committee on Washington Metropolitan Prob- 
lems, Congress of the United States, 85th Congress, 2d session, 
1958 

To assist the committee further in the pursuit of its investigations, 
the following additional reports have been issued by the committee: 

“Governmental Agencies Concerned With Land Use, District of 
Columbia,” by Mrs. Lucie G. Krassa, June 1958 

“Governmental Agencies Concerned With Land Use, State of 
Maryland,” by Mrs. Lucie G. Krassa, October 1958 

“Governmental encies Concerned With Land Use, State of 
Virginia,” by Mrs. Lucie G. Krassa, December 1958 

“The Governing of Metropolitan Washington,” by Henry M. 
Bain, Jr., and Dr. Robert C. Wood, December 1958 

“A Metropolitan Statistical Program for the National Capital 
Region,” by Surveys & Research Corp., December 1958 

“Land Planning Considerations in the Washington Metropolitan 
Area,’”’ by Charles W. Eliot, December 1958 

“Nongovernmental Organizations and Metropolitan Affairs,” by 
Henry M. Bain, Jr., February 1959 

‘‘Washington Metropolitan Problems: a Bibliography,” February 
1959 
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In its work the committee has issued 14 technical reports; held 9 
days of public hearings, at which 82 witnesses appeared, producing 
1,159 pages of testimony; and attended 12 executive sessions. Public 
hearings were generally well attended, and widely reported in the 
press. The public demand for committee documents has been 
exceptionally heavy, both in the immediate locality and in scores of 
other cities where studies of metropolitan problems are under way. 
The chairman and vice chairman, and the staff director, responded 
to frequent invitations to appear before local and national meetings 
to explain the work of the committee. 


Background to the present study 


Behind the decision of Congress to undertake the present study lay 
a quarter century of metropolitan growth and expansion. In this 
period the area’s population increased from 672,198 in 1930 to over 
2 million today. This growth burst the political boundaries of the 
District of Columbia and flowed over into the surrounding suburban 
counties of Maryland and Virginia.’ With it came the problems of 
metropolitan expansion. 

The present report, and the program during the last year on which it 
has been based, reflects the judgment of the Joint Committee on Wash- 
ington Metropolitan Problems of what could be accomplished with 
limited time and resources. But more, it reflects the view that a 
limited objective will represent a better beginning of what is, on any 
interpretation, a long, continuing task of meeting the need for metro- 
politan regional government. There remain, in short, many area 
problems that have not been investigated. Some of these have been 
mentioned in the committee’s staff study, ‘“The Governing of Metro- 
politan Washington.”’ Others have been suggested by nongovern- 
mental organizations. 

The present study is unique among metropolitan area studies in its 
combination of breadth of scope in the structure of regional govern- 
ment and planning, and depth in the selected areas of immediate 
action. It is more superficial than should be desired in other respects. 
There has been little opportunity to examine the problems of the 
Washington metropolitan area in the more general context of metro- 
politan development. It is obvious, and has been indicated in some 
committee staff studies, that Washington’s growth is not unique and 
has strong parallels with other metropolitan areas. A further analogy 
with other national capital cities would be instructive, but also awaits 
examination. 


The National Capital region 

The committee has earlier reported its decision to conduct its 
study within the framework of the standard metropolitan area, as 
defined by the Bureau of the Census.’ This area includes the District 
of Columbia, the Maryland counties of Prince Georges and Mont- 
gomery, and the Virginia counties of Arlington and Fairfax. Experi- 


3 It may be well to remember that here, as in other aspects of the changing National Capital region, we 
encounter forces that are operating generally throughout urban America. Between 1940 and 1950, to illus- 
trate, about 80 percent of the national population increase occurred in the (then) 168 standard metropolitan 
areas; and between]950 and 1956 this concentration rose to 85 percent. The urban growth took place mainly 
in the suburban fringe, nearly 69 percent being outside the central cities. As Prof. Coleman Woodbury 
has poin out, 41 percent of this growth has taken place in the rural-urban fringe, that is, outside both 
the central city and the built-up suburban zone (Public Administration Review, autumn, 1958, X VIII, 4, 


Pp. 333). 
4 Progress report, p. 4. 
5 Progress report, pp. 2 
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ence during the past year leads to the conclusion that this is a reasona- 
bly satisfactory definition not only for the purposes of such further 
studies as may be undertaken, but for most operating programs of a 
regional nature. It is anticipated that for some particular purposes a 
slightly larger area will be required. The regional planning district. 
already embraces Loudoun and Prince William Counties. The 
interlocking of the Washington and Baltimore metropolitan areas, 
indeed, makes necessary studies of both for such purposes as marketing 
and industrial planning. The rate of growth is such that, if not by 
1960 then almost certainly by 1970, the continuously interrelated 
population of the metropolis will require a standard metropolitan 
area enlarged to embrace portions of Prince William and probably 
Loudoun Counties in Virginia, and possibly Howard County in 
Maryland. 


Growth of population 


The following table sufficiently illustrates the main facts of recent 
population increase. In it may be noted the relatively slow growth 
of the District of Columbia and Arlington County—both older settled 
and almost completely built-up areas. By contrast the three sub- 
urban counties of Montgomery, Prince Georges, and Fairfax will more 
than double their 1950 population within the decade ending in 1960. 

It has been objected that this phenomenal growth cannot a reason- 
ably assumed as the basis for future population projections. But 
while Washington has gained one-fourth of its size in the past 8 years, 
this gain and the area’s prospective growth are rooted in the increase 
in population and the growth of cities throughout the Nation, to the 
growth of manufacturing and urban economies generally, and to other 
fundamental forces at work in the economy. Whether this rapid rate 
of growth is desirable or not is another question, and when one con- 
siders that one-half of the 1950-58 growth was due to the arrival"of 
migrants from other parts of the United States rather than to a natural 
increase of the 1950 population, the possibility of influencing such 
growth is apparent. 


TaBLe 1.—Population growth and forecast, 1980-65, Washington standard 
metropolitan area 


Forecast 
Census, Census, Census, Estimate, 
Apr. 1, 1930} Apr. 1, 1940} Apr. 1, 1950 | Jan. 1, 1957 
| Apr. 1, 1960 |July 1, 1965 


Washington, D.C_-.......-... 





Montgomery County, Md_.-- 
Prince Georges County, Md-_. 


Maryland suburban. .-_- 


Arlington County, Va.!_....-- 
Aneta: FO4ccccsese ces 
Falis Church, Va.!...........- 
Fairfax County, Va.! 


Virginia suburban. -.... 
Metropolitan area 967, 985 
! Falls Church City shown separately from balance of Fairfax County, Va.; city was made independent 
in 1948; portion of Falls Church City was in Arlington County in 1930, population of this part is included 


in the Arlington County total. Alexandria City annexed 7.5 —_— miles from Fairfax County in 1952; 
population estimated Jan. 1, 1957: Old city area, 70,500; annexed area, 16,500. 
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Washington Metropolitan Area 


AREA-1,954 


POPULATION 


IN THOUSANDS 


POPULATION 


POPULATION 


Summary of data presented by Dr. Jerome P. Pickard, research director, Eco- 
nomic Development Committee, at the Washington Board of Trade 1957 
Annual Business Outlook Conference. 


TaBLE 2.—Population growth and forecast, 1950-2000, Washington standard 
metropolitan area 





Washington, D.C.....-.......| 


Montgomery County, Md-_--- 
Prince Georges County, Md-.-| 


Maryland suburban -_- 
Arlington County, Va 
Alexandria, Va 
Falls Church, Va...........-- 
Fairfax County, Va 

Virginia suburban. ----.| 


Metropolitan area 





l= 
| 


Census, 
Apr. 1, 
1950 


802, 178 


164,401 | 
194, 182 
358, 583 | 
135, 449 
61, 787 | 

7, 535 | 
98, 557 


303, 328 | 


Estimate, | Forecast, 


Jan. 1, 
1958 
865, 000 


317,000 
336, 000 


653, 000 
“169,000 | 
1 90, 000 | 

10, 200 

218, 000 


487, 000 


Apr. 1, 
1960 


870, 000 


890, 000 


| Forecast, 
980 


Forecast, 
2000 





355, 000 


375, 000 


730, 000 


180, 000 
95, 000 
11, 000 

247, 000 


533, 000 








1, 464, 089 | 2,005, 00 | 2, 133, 000 








435, 000 


460, 000 


895, 000 





190, 000 


105, 000 
12, 000 


318, 00 


625, 000 


2, 410, 000 | 2. 


1 Alexandria city annexed 7.5 square miles from Fairfax County in 1952. 
2 In addition, Prince William County, Va. (forecast 200,000 population in 1980) will be included in the 


metropolitan area in 1980. 
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TaBLE 3.—Population shifis by subarea, Washington metropolitan area, 1950-58 


| } | 

| 1950 1958 

ps Tt i 1950-58 

| | | | population 
| Number | Percent | Number | Percent | increase 
| of people | oftotal | of people | of total | 

| 





District of Columbia... ._-......-...---..--.--.| 55 | 55, 000 | 3 | 63, 000 





Rest of metropolitan area: 
Maryland: 

Montgomery County . 5, 317, 000 | 16 152, 000 

Prince Georges County ’ 336, 000 | 17 142, 000 





Subtotal 359, (653, 000) (33) (294, 000) 
Virginia: Fs 
Arlington County - -- 169, 000 9 34, 000 
Fairfax County and Falls Church : ll 122, 000 
Alexandria 90, 000 4 


’ 





Subtotal (303, 000) (20)| (487, 000) (24)| (184, 000) 


Maryland-Virginia subtotal -~......-..----. (662, 000) (45) | (1, 140, 000) (57) E (478, 000) 


Area total...--..-------------sa+-------| 1,464,000 100 | 2,005,000| 100 | 41,000 
! 





The suburban movement 


The suburban migration of area population is its other dramatic 
characteristic. Of the half-million gain between 1950 and 1958, 88 
percent was accounted for by soburtan Maryland and Virginia 
outside the District. By contrast, although the District population 
gained 63,000, its share of the total metropolitan population declined 
by 11 percentage points. Today only about two-fifths of the area 
population lives in the District of Columbia, and the proportion is 
aa shrinking. The Federal City is wholly surrounded by booming 
suburban counties. 


Expansion of the built-up area 


The expansion of the built-up portion of the National Capital region 
has reflected the growth of its population. In its evolution we can 
also trace other significant features. Today’s population, for example, 
is far more spread out and occupies both more net space per capita as 
single-family homes have superseded the row houses of our grand- 
fathers’ time, and more gross space as highways, schools, and other 
public facilities have required more land and as the course of residen- 
tial development has bypassed much vacant land for business reasons.° 


6 “Today it takes 75 acres to serve 1,000 people, whereas by 1980 * * * it will take 150 acres * * *” 
(“Washington Metropolitan Area Transportation Problems,”’ p. 47). 
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Today’s pattern is less contiguous than it was a generation ago, and 
presents far more difficulties in serving it with water, sanitary sewers, 
and transportation. Finally, conspicuous differences appear between 
the built-up pattern in Maryland, where the influence of sewer lines 
and transit facilities for many years led to a more compact pattern of 
settlement, and Virginia, where a far more dispersed pattern is 
evident. A major dillerence has appeared between the characteristics 
of close in and more outlying areas. 


HE FURL SEW RUM FRGRERT? «— em BOUNOARY OF OMOMAL OTE 
+ ts 


2 a ie le tl a i leila 


Fieure 1.—Expansion of the built-up portion of the Washington Metropolitan 
Region (source: National Capital Planning Commission and National Capital 
Regional Planning Council). 


The power and inevitability of decentralization 


With the facts of decentralization there can be little argument; with 
what they mean there has been little agreement. When we speak of 
the decentralization of cities-we are speaking of the decentralization 
of the residential population, and the growth of suburban residential 
communities. We are also speaking of the decentralization of retail 
trade, principally business that serves the convenience shopping needs 
of the suburban families. Finally, we are speaking of the decentraliza- 
tion of employment, both governmental and private employment. 

As the city has been decentralizing, it has also been growing in 
population and business activity. This has helped keep things filled 
up. The older residential areas have not been deserted by “‘the flight 
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from the city.”” No major downtown stores have actually moved to 
the suburban periphery, much as they have established branch stores. 
Even the levels of Federal employment in the central district have 
remained high, despite oe and there has been an actual gain 
in private employment. hat people mean when they talk about 
decentralization as a threat to the central city is less an absolute loss 
than a change. What is left in the central city tends to be the poorer 
families, the racial minorities, the older Government bureaus, the 
smaller businesses, the specialized kinds of retail trade. What we 
find in the suburbs are younger families with children, new business, 
manufacturing that has stabilized its product and is relatively self- 
contained, shops selling convenience goods. What remains is to put 
together these two complementary parts of the metropolitan region in 
the same general plan. 

As to the continuation of the decentralization process there can be 
little doubt. Decentralization is a response to the advance of trans- 
portation and communications technology, and to the growth of 
metropolitan areas generally. It will not be halted or reversed by 
improvements in the central city, changes in civil defense policies, 
or other modifications in the conditions of metropolitan growth. 

In public discussion of the decentralization of Washington, and 
equally in other large, growing, and changing metropolitan areas, too 
much emphasis has been put on the “‘either-or’’ aspect of the question. 
It has been argued that the future city will be either more decentral- 
ized, and hence urban decay will be hastened; or decentralization will 
somehow be halted and this the central city—its present character, its 
property and tax values—will be saved. Rather than this unproduc- 
tive way of looking at the problems created by urban change, consider- 
ation should be given to the probability that the forces now changin 
our large cities are in fact creating a wholly new kind of metropolis. 
To discern this future pattern, and to discover how to make the most 
of it, is Washington’s opportunity today. 

The National Capital region today 

Our new cities are also being made by new ideals. Foremost among 
these is that of a better urban life. The central city, in particular, is 
the object of such concern. These parts of metropolitan areas have 
the classical function of getting people together. To business and 
industry this takes the form of more efficient economic organization, 
a better relationship to goods, to the labor force, to transportation, to 
markets. To others, the physical structure for central city life is the 
problem, and a framework of sound, well-equipped urban communities 
is the object. But without a better and sounder view of what belongs 
in the central city, as opposed to other parts of the metropolitan area, 
the proper blend of such activities is impossible to determine in plans 
or vaguintions. 

Growth and expansion are by no means the only changes that 
should be noted in the Washington area, nor do they pose the only 
problems. The attention of the world focuses on the National Capital 
region. It is the capital of the world’s greatest and most powerful 
nation, which has assumed political leadership of the free world. It is 
expected to reflect our democratic institutions, the character and genius 


7 A fruitful discussion of some of these issues will be found in “Metropolis in Ferment,” Annals of the 
American Academy of Political and Social Science, November 1957. 


34875—59——_3 
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of our people, and their aspirations. To Washington and its surround- 
ing region come a steady stream of thousands of representatives of 
other nations. Many of them are not visitors but long-term residents. 
Frequently they must judge the United States exclusively by what 
they see and experience here. Consequently, Washington’s ideal, 
which 50 years ago was thought presumptuous in aspiring to become 
“a, capital worthy of the Nation,” is now obliged to aim still higher 
and become a great world city, an epitome of the urban ideals of the 
ee World and a model for growing cities throughout the free 
world. 

Certainly our urban ideal has changed, too, in recent years. We 
now look upon cities as places to live and work, and judge them by 
how well they support and serve these purposes. The monumental 
city has its purpose, too, but it is not a kind of municipal cosmetic; 
and the District Commissioners have done well to warn that the 
city’s proud tree-lined avenues cannot maintain their admirable 
character when they are flanked by slums. 

With the growth of the art of city planning and the science of 
urbanism, an international standard has come into being. When 
Senator McMillan in 1902 presented his decisive report, Washington 
was compared to Rome, Venice, Paris, Versailles, and other great 
monumental civic works of Europe. Today we would look rather 
at the housing accomplishments of Holland and Denmark, the metro- 
politan transportation services of Stockholm and Copenhagen, the 
industrial growth and “new towns” of Great Britain. And perhaps 
dare a glance to the south where, in the new capital of Brasilia, the 
boldest city building effort of the world has been launched, or north 
to Toronto, where a civic center of functional beauty is about to 
rise in the first organized metropolitan region of this hemisphere. 
It is necessary, therefore, to inquire whether as a national capital 
Washington is all that it should be, not merely as a showpiece for 
the world, but as a model for our own great cities which throughout 
the Nation are awakening to the challenge and opportunity of their 
own growth and expansion. 


The present lack of direction, coordination, and control 


Anyone familiar with recent efforts to come to decisions with 
respect to some of the basic questions faced by metropolitan Wash- 
ington will recognize many of the difficulties that have emerged. 
Among recent problems in the last decade that have illustrated these 
difficulties may be mentioned the location of airports and the high- 
way and sanitary facilities that serve them; the location, capacity, 
and character of new expressways; Potomac River bridges; water 
storage needs of the metropolitan region; the organization of planning, 
especially regional planning; major zoning provisions; decisions on the 
nature of major public institutions; the location of Federal installations; 
traffic and mass transportation regulation and reconstruction; large- 
scale urban redevelopment, and the type and location of new housing. 
In facing these problems, difficulties have emerged that owe their 
origin to the lack of a commonly accepted factual base, ‘and hence 
different agencies or officials are working with basically different ideas 
of future population growth, needs, or the framework for solutions. 
There is, as always in government, an understandable desire of indi- 


8 Economic development hearings, p. 110; progress report, pp. 9, 16. 
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vidual bureaus and agencies, intent in getting on with their own special 
programs, to forge pe: with scant consideration for the impact of 
their doings upon the affairs of others or their effect upon the ed as 
a whole. Other difficulties originate in cost-benefit calculations which 
exclude many relevant aspects or consequences of projected public 
works. Still others originate in the lack of successful communication 
and cooperation among the many jurisdictions in the area which must. 
work together if regionwide projects are to be realized. These and 
other difficulties must be overcome if the metropolitan region is to 
deal with the problems created by its growth and development in 
any unified fashion. 

Costly delays, aggravating confusion, unnecessary political con- 
flicts are seme of the results of these difficulties. And because of the 
fact that, in this area especially, the Federal Government finances 
most of the regional and interjurisdictional developments, the waste 
that has resulted has been met as a Federal expense, appearing 
usually as an added cost for a particular project. 

Consequences of doing nothing 

Failure to face up to the problems of metropolitan growth will 
result in real costs for both the region and the Federal Government. 
This is particularly the case in the central city. But, as we have 
shown, both the suburban residents who work in the central city and 
use it in other ways, and the suburban communities that are increas- 
ingly linked to the central city, are involved in the fate of the central 
city and the metropolitan area as a whole. 

The growth of slums and congestion, the deterioration of real 
property values and the mounting social problems, the decline of 


many types of retail trade and the flattening growth curves in other 


types of central city business activity—all these spell trouble. They 
mean higher governmental costs, higher tax rates, and reduced tax 
resources. They mean a spiral of migration from the central city 
and its problems—to the suburbs where problems of equal and perhaps 
greater difficulty are already clearly emerging. 

Nor is the saveesingeh tale cost the only measure of metropolitan 
waste. Private business serving the metropolitan region is equally 
affected by the deterioration of its markets, the rising cost of doin 
business, by labor shortages, and by other problems arising out of 
urban disorganization, jurisdictional fragmentation, and the lack of 
necessary regional facilities. In the end, all metropolitan interests 
share the same fate. Whether they are governmental or business 
interests, social or economic interests, central city or suburban in- 
terests, all are affected. In this region, because of its widespread and 
manifold interests, the Federal Government is probably more affected 
than any other single interest, and will be more adversely influenced 
if metropolitan problems are neglected and inertia prevents the needed 
action. 

This argument is based on a fairly static conception of the metro- 
politan problem. But we also know that this is a region of very rapid 
change. The region’s stake in its continued plichin and the extent 
to which that growth is threatened by shortages and strangulation 


9 In the field of conservation alone the multiplicity of these agencies has been suggested in staff reports, 
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needs to be appreciated.” Finally, some attention must be given the 
competitive position of this metropolitan area in relation to other 


rising urban centers, and its reciprocal relationship to the Baltimore 
area. 


Problems of regional growth 


As a city, metropolitan Washington, the second fastest growing of 
the large cities of the United States, exhibits most of the problems 
of rapid growth (table 5). Its population is pressing against the 
limits-of such natural resources as water supply. Its growth out- 
strips the capacity of existing sewage disposal plants. ere growth 
is most rapid, at the suburban fringe, the Se cataoy of government 
facilities such as schools, highways, and parks is especiglly acute. 
With growing population has come territorial expansion into the 
metropolitan counties in Maryland and Virginia, and with the metro- 
politan “explosion” the decentralization of government employment 
centers, retail trade, and much other private business. The metropoli- 
tan expansion, coupled with fundamental changes in travel habits and 
transportation technology, has disorganized the older systems of mass 
transportation. The rapid shift to private automobiles and public 
highways, especially for the aed to work, has clogged arterial 
highways at peak hours, and filled the central areas of the city with 
daylong parked automobiles. It has also defined an all but impossible 
problem for those who would rehabilitate mass transportation. In 
the central city forces of social change have been accelerated by 
unprecedented migrations of population, the disorganization of 
residential neighborhoods, ‘shifting land use, and the invasion of 
vehicles and parking facilities. The congestion and decay of the 
central city, the shortages and fiscal plight of the peripheral suburbs, 
metropolitan transportation dilemma, and the dissipation of our 
natural resources are all parts of the same interrelated process of 
urban growth. 

10 This was well stated recently by Prof. Wallace S. Sayre, in a report on the future of the New York Met- 
ropolitan Regional Council, prepared for the Special Committee on Metropolitan Governmental Affairs of 
the Regional Plan Association (reprinted in the New York Times, Jan. 9, 1959, p. 16).. The following ex- 
tract is pertinent: ‘““The region must grow also as an effective economic and social community. It must 
provide the economic and social base upon which can be built the careers and opportunities, the expanding 
choices, amenities, and varied satisfactions which will be demanded by the inereasing millions of people 
from a flourishing metropolitan civilization. These enor cannot be met by a region which is stand- 


ing still, waiting upon time to provide the answers, Instead the region must find leadership institutions 
which can guide and accelerate the optimum use of the region’s resources and opportunities.”’ 
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TasBLe 4.—Population growth of major standard metropolitan areas, United States, 
930-58 
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! Waukesha County, Wis., added to standard metropolitan area in 1956; data for earlier dates adjusted 
to new definition, 


But while metropolitan Washington’s problems are in many respects 
those of other large cities, the solutions to them must be strikingly 
different. In no other metropolitan region is the central city a 
disenfranchised political vacuum, unable to take action in meeting 
the challenge—and opportunity—of growth and change. In Washing- 
ton it is the Congress of the United States which has the sole respon- 
sibility for taking action on these local matters. In no other city is 
this a Federal responsibility, by the explicit terms of the Constitution 
of the United States. No other metropolitan region exhibits such 
an intense concentration of Federal activities and interests. Further 
complicated by its interstate character, the States of Maryland and 
Virginia share in the government of the metropolitan area. A suc- 
cessful attack upon the problems of metropolitan growth and ex- 
pansion must enlist the closest cooperation of all levels of govern- 
ments. And if these relationships are especially complex, the num- 
bers of separate autonomous units within the metropolitan area, 
when contrasted with other similar regions, is mercifully small." 

Washington is fortunate beyond other great cities, too, in the early 
attention that has been paid its growth and expansion. Unlike many 
other metropolitan regions that are just discovering themselves, 
Washington enjoys a regional water supply system that is more than a 
hundred years old; a regional park system that was instituted when 
the city had but a quarter of its present population; a regional planning 
activity that dates from 1927 and a regional planning agency that is 
6 years old; and one of the first metropolitan conferences in the 
United States. Large segments of the entire metropolitan area have 
achieved regional organization in such services as water supply; 
sanitation, and planning. Close relationships have been established 
in many functional fields between the District of Columbia and its 


li! The Washington area contains only 67 units of government as contrasted with 950 in Cook County, 
Tl. (Chicago area), and more than 1,000 in the New York area. ‘‘The Governing of M tan Wash- 
ington,” p. 3; U.S. Bureau of the Census, ‘U.S. Census of Governments, 1957,”’ vol. 1, No. 2; “‘Local 
Government in Standard Metropolitan Areas, Washington, 1957.” 
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neighboring counties. Throughout the metropolitan region close 
intergovernmental relations have been established, and more than a 
sone abies organizations of local government officials have been 
ormed. 

The present effort by Congress to study problems created by the 
growth and expansion of the District of Columbia and its metropolitan 
area may thus be regarded as stemming in part from the increasing 
seriousness of urban problems; but equally it shows a prompt recogni- 
tion by Congress of its responsibilities for the present state of munic- 
ipal affairs; and it offers heartening evidence, as well, of the maturity 
of the institutions of local government. 


The approach to the problem 


The solution must be one that offers all functional interests, con- 
cerned as they are with housing, highways, or whatever particular 
activities, and all jurisdictions and levels of government, a mutually 
acceptable factual basis for their work. This basis must include fore- 
casts and projections of future development that will be assumed by 
all in their work. It must describe relationships that exist or will be 
brought about among activities and among jurisdictions. It must 
concern itself with both fiscal and political realities, and with physical 
aspects of the metropolitan area. This is nothing less than a metro- 
pot development plan, but one far in advance of anything that 

as thus far been realized or even contemplated for the area. 

This report does not offer such a plan. It describes the institutions 

and organizations that must be created for such a plan to be formulated 
and carried out. It describes some of the tasks, especially the most 
immediate and most important, which they must undertake. 
\- The committee’s 1958 progress report reflected a preliminary survey 
of{the scope of the committee’s assignment, and reported that the 
problems selected for initial attention were those relating to water, 
transportation, and economic development. The committee further 
explained that— 


the examination of these interrelated problems by the com- 
mittee staff, aided by consultants with special qualifications 
in these subjects, will yield a series of committee working 
papers summarizing existing research and data, providing a 
background for hearings, and lead to a clearer understand- 
ing of specific legislative remedies to be considered. 


The progress report also presented a selection of replies by agencies 
of Federal, State, and local governments to the committee’s invitation 
to express their views on problems which should receive attention 
during the study. Although these were fully described, the committee 
left no doubt that its decision was to tackle limited objectives first. 


TaB_e 5.—Metropolitan area problems ranked according to frequency of mention in 
replies to committee questionnaire, November 1957 


Mass transportation Education 

Highways 

Recreation Taxation and assessments - _------ 
Water supply Public housing 

Sewage disposal Parking 

Stream pollution Taxicab regulation 

Zoning and land use__-_-_.------- Character of National Capital area 
Planning powers and organization - 
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Boundaries of the Washington metropolitan area 


Of several definitions of the metropolitan area the most satisfactory 
appears to be that adopted by the U.S. Census. This embraces the 
District of Columbia, the Maryland counties of Montgomery and 
Prince Georges, and the Virginia counties of Arlington and Fairfax. 
This area .* includes the independent cities of Alexandria and 
Falls Church, Va. 

The census definition of the metropolitan area also corresponds to 
the effective area of the National Capital Regional Planning Council 
(fig. 2). (While the Northern Virginia Regional Planning and 
ETE 
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Figure 2.—Washington Metropolitan Area, one of the Standard Metropolitan 
Areas defined by the Bureau of the Census, City and County Data Book, 1956. 


Economic Development Commission includes Loudoun and Prince 
William Counties, representatives of those counties sit from time to 
time on the Regional Council under a rotation scheme described in 
the bylaws of the Northern Virginia Regional Commission, and hence 
these counties are considered part of the regional district as defined 
in Public Law 592, 82d Cong.) 

To the east, the Baltimore metropolitan area is currently being 
studied by the Baltimore Regional Planning Council, under the di- 
rection of the Maryland State Planning Commission, and with the 
aid of a Federal grant from the Housing and Home Finance Agency. 
The Patuxent River, which also forms the boundary between Prince 
Georges and How ard and Anne Arundel C ounties, is the boundary 
between the Washington and Baltimore regional districts. This 
boundary has been discussed and is agreeable to the staff directors of 
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the two area studies. However the boundary is drawn, there will 
remain a substantial area of common concern, especially as this relates 
to commuter traffic and recreational open space, the impact of major 
employment centers, and the demands of large-scale development. (It 
may be pointed out that the Washington-Baltimore-Annapolis triangle 
was carefully studied in a regional plan in 1938, and much of this work 
relating to parks and recreation areas is currently being reexamined.) 
Approximately 70 percent of the population of Maryland lives in the 
Baltimore-Weshinaton urban area, the problems of which are receiv- 
ing increasing attention from the State agencies. The creation of a 
State office of urban affairs is under consideration. 

The regional area employed in the mass transportation survey is 
described to include those districts actually served by local passenger 
carriers operating within the District of Columbia. This area is too 
sponenens to transportation to be of value to the committee, or to 
the contemplated regional government. 


The climate of local government 


The District of Columbia is surrounded by local governments in the 
course of evolution from the relatively simple structure of rural 
counties in Virginia and Maryland to a metropolitan form of govern- 
ment. In general, the metropolitan county is characterized by larger 
measures of home rule and autonomy; stronger and more centralized 
administrative organization, often under a county manager; urban 
services; a smaller number of departments, and stronger staff services 
for personnel, accounting, purchasing, budgetary control, and other 
management responsibilities. They also have larger governmental 
programs, larger budgets, and deal typically with more complicated 
problems. 

It must be supposed that these trends will continue until Washington 
is surrounded by counties that are highly capable in a governmental 
sense, and highly organized to meet their respective suburban duties. 
The committee, therefore, assumes a high degree of competence in 
dealing with the ordinary problems of local government, and its recom- 
mendations are not designed to affect these activities but to deal 
instead with intrinsically metropolitan regional matters. 

In both Maryland and Virginia definite progress toward closer rela- 
tions between suburban counties is being made. This is expressed in 
intergovernmental agreements and relations, and in the growth of area 
governmental bodies concerned with planning, sanitary engineering 
services, or other functional canamandliben 

The District of Columbia itself, in recent years, has undergone major 
changes. These have given the three District Commissioners an array 
of citizens advisory bodies which contribute toward meeting the short- 
comings of a disenfranchised population. It has also benefited from 
the institution of a Department of General Administration. The 
simplification of governmental organization, further clarification of 
relations with the Federal departments which have responsibilities in 
the District of Columbia, and a long-term public works program are 
other changes of recent years. 

The internal affairs of the District of Columbia, including the home 
rule question, are excluded from consideration in this report, but the 
ability of the District of Columbia and its officials to exercise a strong 
leadership in metropolitan affairs cannot be overlooked. The present 
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Commissioners are setting a commendable example in this field of 
endeavor, and these efforts must be strengthened in every possible 
way. 

The committee must assume a continuation of these governmental 
trends, and a corresponding ability to handle most of the work of 
government within the conventional structure of local government 
rather than by some new arrangement. 

Consolidation via retrocession 


The orthodox, theoretical solution of Washington’s metropolitan 
problems, to the extent they are caused by a multiplicity of jurisdic- 
tions or the political vacuum represented by a disenfranchised central 
city, rather than caused by the size and extent of the city or its rapid 
growth, is probably consolidation. In other metropolitan areas, the 
merger of a city and a county, or of two or more cities and/or counties, 
stands at the top of governmental remedies for metropolitan difficulties. 

Article 1, section 8 of the Federal Constitution authorizes the Con- 
gress to establish a seat of government ‘‘not to exceed ten miles 
square” in which it shall exercise exclusive legislative jurisdiction. 
This provision has been cited as the principal reason why Congress 
cannot delegate or share its “exclusive legislative jurisdiction” with 
any locally elected government. Indeed, in the context of metro- 
politan problems, mere home rule for the District of Columbia would 
not solve any of the problems of governmental multiplicity, but only 
substitute some form of home rule government for the existing Federal 
Government. 

Consolidation of the District of Columbia with some other govern- 
mental entities in the metropolitan area can probably be accomplished 
most readily by retrocession by the Federal Government of all or part 
of the District of Columbia to Marylaad.” There is precedent for this 
action in the 1846 retrocession of the Virginia portion of the original 
“10 mile square.”’ This allowed the establishment of Arlington 
County. Thomas Jefferson’s writings contain a similar proposal in 
the suggestion that the Federal District be limited to 3 miles square 
instead of the 10 mile square authorized by Congress. Under this 
arrangement, Washington, D.C., would become Washington, Md., 


and the government of the city would assume a form common to 
Baltimore and other Maryland cities. 


Washington—a “‘pilot plant” for metropolitan integration? 

A recurring proposal over many years has been the injunction that 
the Federal Government exercise its unique responsibilities in the 
National Capital region to create an ideal metropolitan area. This 


has been forcefully stated by Prof. Daniel R. Grant of Vanderbilt 
University in the following terms: 


If the Federal Government could achieve an effective inte- 
gration of the government of the District of Columbia with 
its suburbs by some method also available to other metropoli- 


12 This approach to Washington’s home rule problem was recently advocated by Roy O. Frenchino in a 
mn of carefully argued articles in the Georgetown University Law Journal (46 Georgetown Law Journal 


84875—59—4 
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tan areas, the result would be new hope for metropolitan 
integration the country over.” 


As Professor Grant notes, a similar suggestion was made earlier by 
the Urbanism Committee of the National Resources Committee." 
It was also reiterated by Victor Jones: 


The least that the Federal Government should do is to 
study the problems of its own metropolitan area. Here Con- 
gress has exclusive jurisdiction over the central city.” 

The Federal Government has an opportunity and, I 
believe, a responsibility to act as a model to the rest of the 
country by recognizing that the national capital is a metro- 
politan community spilling over into several counties and 
independent cities of two States. It also has an opportunity 
to develop a model approach to a comprehensive ie coopera- 
tive study of the problems and to the development of solu- 
tions. I emphasize the approach to metropolitan problems 
because I am not sure that there is any single solution that 
can be designated as a model. 


The case for Federal action in the National Capital region has also 
been urged by Geddes W. Rutherford, a recent student of area local 
government.'® 


Community response to regional problems 


Nor should it be overlooked that great as is the Federal interest in 
the National Capital region, and powerful as is its work in regional 
pees, research, and government, it is by no means the sole moving 

actor. An impressive research effort has been made by the Wash- 
ington Board of Trade. Within the past year, the presidents of seven 
area universities and other area leaders have joined to form the 
Washington Center for Metropolitan Studies, which promises to 
become a major research and specialized educational institution in 
this field. The Washington newspapers have made an outstanding 
contribution to public education in metropolitan issues. The major 
business and civic organizations, through conference programs and 
committee work, have played a major part in the identification and 
solution of metropolitan problems. The officials of the various local 
overnments in the area, as committee documents have illustrated, 
ave joined themselves in more than a dozen functional committees 
of regionwide membership to broaden the base for cooperative relation- 
ships. In short, this continuing problem is being tackled by many 
elements in the regional community, public and private, on a broad 
front. Washington can take pride in its energetic and resourceful 
grappling with these modern issues, and claim a position with Phila- 
delphia, Detroit, Cleveland, and other cities that are making out- 
standing progress toward the solution of regional problems. Among 
the basic needs still to be met by such efforts, the committee has been 
told, is the development of a larger pool of regional leadership, and @ 


public education program to broaden the understanding of regionwide 
problems. 


% Daniel R. Grant, ‘‘Federal-Municipal ‘Rélationships and Metropolitan Integration,” Public Adminis- 
tration Review, vol. XIV, No. 4, autumn 1954, p. 260. 

4 “Our Cities,” p. 80. 

16 Victor Jones, ‘Local Government Organization in Metropolitan Areas: Its Relation to Urban Redevel- 
opment,’”’ in Coleman Woodbury, editor, ‘“The Future of Cities and Urban Redevelopment,”’ p. 543. 

16 Geddes W. Rutherford, “Administrative Problems in a Metropolitan Area: The National Capital 
Region’ (Public Administration Service, 1952). 
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TOWARD AN ACTION PROGRAM ON REGIONAL PROBLEMS 


The strategy leading to the creation of the skeleton of metropolitan 
regional government must begin with a proposal that is favorable to 
both local and metropolitan interests. Tts implementation revolves 
around a clear description of the proposal, an expression of determi- 
nation to initiate it by the Federal Cavariene a decision by local 
governments which can be supported by interested citizens’ groups 
and political parties. 

On the part of the Federal Government its interest is clearly in 
some system which will enlist the efforts of all local governments in 
the metropolitan area and unite them in a community of interest so 
advantageous that there can be no real possibility of withdrawing. 
The arrangement must be one favorable to both sides. The advan- 
tages of adhering to such a system of metropolitan government 
might be briefly enumerated. In the first place, there would be 
access to a Federal “line of credit.” This would be limited to public 
works, and chiefly to self-liquidating public works, but it should 
not burden the existing credit resources of local governments and 
should greatly minimize the residual problems remaining for them to 
solve. Federal credit for regional development should be strictly 
limited to regional projects and regional agencies, and not be available 
to parts of the existing fragmented local government or employed for 
local projects. Second, the picture of the metropolitan region today, 
and the planning framework that will guide its evolution into the 
future, will tremendously clarify the role of particular local govern- 
ments in the area with resulting political and economic advantages. 
Access to this information, and, more important, the opportunity to 
help shape these decisions and policies, is a further advantage of being 
in the system of metropolitan government rather than outside it. 

What local government is required to do on its part might be 
called the terms of admission and should require relatively minor con- 
cessions. An effort should be made to obtain a metropolitan regional 
tax rate, however modest at the beginning, but applicable throughout 
the area. This can be thought of as a levy of perhaps one-half mill 
on the general property tax collected by county governments and 
turned over to the metropolitan regional organization. Such a levy 
is currently being proposed in the northeastern Illinois regional district 
to support the metropolitan governmental activities of the Chicago 
region. In their survey of local government and intergovernmental 
relations in the metropolitan area, committee consultants have 
identified the Washington Metropolitan Regional Conference as the 
organization with the best prospects for representing all local interests 
in the area, and have suggested ways in which it may be further 
strengthened and developed. 


Declaration of Federal interest in National Capital region 


The initial and basic congressional action is a joint resolution of 
both Houses of Congress declaring the Federal interest in the National 
Capital region. It would define the region; recite the basis of the 
Federal interest; instruct Federal agencies with direct or grant-in-aid 
programs in the region to so exercise their powers that the objective 
of sound regional development is furthered; and instruct the metro- 
politan regional coordinator in the Executive Office of the President 
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(or, institutionally speaking, the President) to enforce the congressional 
directive. 

The coordination of Federal programs in the area is designed to 
create a framework, guided by the locally approved metropolitan 
regional plan, into which other measures of regional development and 
the programs of local jurisdictions can fit. This will involve a broad 
legislative program. The preparation of specific bills forming parts 
of this program can be undertaken in line with the recommendations 
of this report. 


Historical development of the Federal interest 


The metropolitan community, regarded as a unit and an inter- 
related whole, has also burst the formal boundaries of the District of 
Columbia. For many years the District government itself has 
located penitentiaries and sahitariums beyond its boundaries in 
Maryland and Virginia. For more than a century the water supply 
of the District of Columbia has been taken from the Potomac River 
at Great Falls. Federal properties of all types, military and civilian, 
have ringed the city since the Civil War. Arlington County, which 
contains such extensive Federal installations as Fort Myer, the 
Arlington National Cemetery, and the National Airport, is particularly 
rich in such installations. 

In 1902 the Senate Park Commission reported that the natural 
setting of the National Capital should recognize and preserve the 
Potomac Palisades extending up the river to the Great Falls of the 
Potomac and down the river to the historic shrine of Mount Vernon. 
These recommendations are still being recognized officially in the 
George Washington Memorial Parkway system. 

In 1927 the need to extend the system of national parks in the 
District of Columbia to the surrounding area caused the enactment 
of the Capper-Cramton system of regional parks. Under this law 
Federal grants-in-aid were extended to suburban counties, provided 
such parks met such criteria established by the National Capital 
Planning Commission. In 1952 the reorganization of plannin 
arrangements for the area led to the creation of the N ational Capith 
Regional Planning Council. Since that date, Congress has increas- 
ingly given attention to the metropolitan problems of the National 
Capital region and especially to its transportation problems. For 
example, bills were introduced in the last Congress conditionally 
approving the establishment by interstate compact of a regional 
transit regulatory body. 

The establishment of the Joint Congressional Committee on 
Washington Metropolitan Problems may thus be viewed as but the 
most recent of a long series of congressional actions which recognize 


and attempt to provide wisely for the needs of a growing National 
Capital.” 


Federal employment 


From a metropolitan point of view it is most significant that 
Federal employment has been decentralizing. As shown in table 7, 
the total employed in the District of Columbia has been steadily 
decreasing and the total employed in the suburban counties of Mary- 
land and Virginia has quite steadily increased. This tendency is 


17 This evolution has been sketched by the committee’s staff study, ‘Land Planning Considerations in 
the Washington Metropolitan Area,’’ pp. 1-6. 
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reinforced by such circumstances as the demolition of temporary 
office buildings in the central city, and the construction of new dis- 
persed headquarters on outlying sites. When construction now 
authorized is completed and the buildings occupied, nearly 15,000 
more jobs than are shown in table 7 will be transferred from the 
District of Columbia to the suburban counties. At the end of 1957 
about 73 percent of the area’s Federal employees were working within 
the District of Columbia. When the pending relocations are com- 
pleted the figure will be more nearly 57 percent. We are easily 
within sight of the time when the suburban counties may be the 
location of more Federal employees than the District of Columbia. 


TaBLeE 6.—Federal civilian employment in the Washington, D.C., metropolitan area, 
1901-57 


Adjacent Virginia counties Adjacent Maryland 
Total, | counties 
metro- | District |__ 
| politan | of Co- 
| lumbia Arling- | Alex- | Fair- | Falls | Mont- | Prince 
ton andria fax | Church) Total | gomery| Georges 
County} City |County| City 
| 








5, 166 |” 





Source: Data prior to 1930 based oy Official Registers of the United States and Annual Reports of the 


Civil Service Commission, adjusted for comparability. 


TaBLE 7.—Federal employment in the Washington, D.C., metropolitan area, Dec. 31, 
1939-57 (excludes Christmas assistants of the Post Office Department) 


Washington, Total in 
District of Maryland Virginia 
Columbia segment segment 


1 Not available. 
Source: Civil Service Commission. 
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TaBLe 9.—Estimates of total employment by major categories, National 
Capital region 





1955 1965 | 1980 
Federal Government...----.- bsenbaavediabheusal 312, 000 320, 000-350, 000 330, 000-400, 000 
Commercial employment. (optudcseenetaseba 312, 000 370, 000-410, 000 430, 000-530, 000 
Industrial employment. ...-.........---.---------- 95, 000 120, 000-140, 000 150, 000-210, 000 
Other employment - ----- pudiseaedeeens Gicsancnee 97, 000 105, 000-115, 000 125, 000-150, 000 
National Capital region..............-.-.-.-..- 816,000 | 930,000-1, 000,000 | 1,080, 000-1, 260, 000 


Source: Council for Economic and Industry Research, ‘‘Economic Base Study of the National Capital 
Region,”” Washington 1956. 


Impact of Federal payroll 


Attention can also be given the impact of the Federal payroll upon 
the region. Of the total Federal payroll in fiscal 1958, 48 percent 
went to the District of Columbia, 27 percent to Maryland, and 25 
percent to Virginia (source: National Income Division, Department 
of the Treasury, ‘Statistics by States’). Thus, of approximately 
$1.6 billion in the year ending July 1958 (including the retroactive 
salary increase) approximately $832 million was paid in the surround- 
ing suburban counties. 


TaBLeE 10.—Distribution of Federal payroll, National Capital region 


| 


Dollars (in Percent 











millions) 
Pe Be ee Or TUNEL. 30 car O op adage Covencn ck bacubebosekenesebed 768 48 
Paid in Maryland. .-- iniekinlnliosotelinn= dos ahs NeR eae analy «Nee 432 27 
FE ee IG secant radiibok Sst scoae 400 25 
dtc dncadthewiss tap alin oud sii ehadindsltula teliog ctetahed need abndcted BG Gwe sch 6-ta 


Note.—Includes retroactive pay increase, July 1958. 
Source: National Income Division, ‘‘Statistics by States.” 


The Federal real property in the National Capital region 

The exclusive legislative jurisdiction which the Constitution of the 
United States vests in Congress is limited to the District of Columbia. 
Beyond those geographical limits and within the National Capital 
region & spodet Federal interest has come into being which awaits 
definition. When the first inventory of Federal real property was 
made in 1937 an insignificant amount of federally owned land was 
found in the National Capital region, and that land was largely 
unimproved and devoted to such open uses as military reservations 
and experimental farms. The expansion of governmental activities 
since has been almost entirely in the metropolitan counties beyond 
the District of Columbia. This expansion was marked during the 
war by such developments as the Pentagon Building, the Govern- 
ment complex at Suitland, Md.; the Naval Research Laboratory at 
White Oak, and its model testing basin at Carderock. But before 
this expansion, chiefly of military installations, the nucleus of the 
Federal medical research complex at Bethesda had been established 
and this has continued to grow at an accelerated pace since the end 
of the war. More recent years have seen the impact of national 
defense policies requiring the dispersal of governmental agencies. 
response to this policy, the National Sooubity Agency has been 
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located at Fort Meade, the Atomic Energy Commission at German- 
town, Md., and the Central Intelligence Agency at Langley, Va. 

By 1953, when the next inventory of Federal real property was 
completed, the situation had profoundly changed. In the report 
made by the General Services Administration at the request of the 
Committee on Appropriations of the United States Senate, no break- 
down by metropolitan areas was attempted. The results of a later 
retabulation to show the extent of Federal property holdings in the 
suburban counties has been made by this committee based on the 1957 
returns and are shown in the table below. 


TaBLE 11.—Real property owned by the United States (i. cluding defense installa- 
tions), Washington metropolitan area, June 30, 1957 


District of Maryland 
Columbia 


2, 286 
57, 533, 342 
11, 561 

2 20, 874 

$689, 066, 000 $216, 290, 000 


1 Excludes 2,008 acres of George Washington Memorial Parkway property. 
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TaRrLe 12.—Federally owned properties in the District of Columbia, Maryland, and 
Virginia from Dec. 31, 1953, through June 30, 1957 


| Num- | Buildings Cost (in thousands of dollars) 














































































































| ber of Land 
| instal- (acres) 
lations| Num-| Floor area Land Build- | Struc- Total 
| ber | (square feet) ings tures 
ane aetna thet nisin ions SS ee 
District of Columbia: 
Dec, 31, 1953......---- 234 11, 297.4 | 2,538 | 58, 906,271 | $92, 425 $438, 550 |$100, 283 | $631, 258 
June 30, 1955..--------] 231 | 11, 628.1 | 2,440 | 57, 668, 135 | 110, 542 | 450, 803 | 103,858 | 665, 203 
Increase (decrease).| (3) 330.7 | (98)| (1, 288,136)} 18,117 | 12,253 | 3,575 33, 945 
June 30, 1955......-_-- | 231 | 11,6281 | 2,440 | 57, 668,135 | 110,542 | 450,803 | 103,858 | 665, 203 
June 30, 1956....------ 224 11, 579.7 | 2,203 | 57, 462, 169 | 113,013 | 465,612 | 104, 256 | 682, 881 
Increase (decrease) (7) (48.4)| (237) (205, 966)} 2,471 | 14, 809 | 398 17, 678 
June 30, 1956.......__- 224 | 11, 579.7 | 2,203 | 57, 462,169 | 113,013 | 465,612 | 104,256 | 682, 881 
June 30, 1957...-.----- 221 11, 563.3 | 2,286 | 57,533,342 | 114,148 | 455,862 | 119,056 | 689, 066 
Increase (decrease) (3)} (16. 4) 83 71, 173 1,135 | (9,750)| 14,800 6, 185 
Si ; saan oy eee 
Maryland: 
Dec. 31, 1953.....-.....| 223 | 216, 605.0 |15,943 | 67,721,203 | 37,270 | 553,944 | 245,623 | 836,837 
June 30, 1955...._- 246 | 180, 219.5 |14,963 | 68,830,985 | 38,555 | 543,135 | 201,193 | 872,882 
Increase (decrease).| 23  (36,475.5)| (980)| 1,109,782 | 1,285 | (10,810)| 45,570 36, 045 
Tune 30,1055.._......| 246 |  180,219.5 14,963 | 68,830,985 | 38,555 | 543,134 | 291,193 | 872, 882 
June 30, 1956..........| 254]  183,679.6 13,915 | 67,055,688 | 44,450 | 555,842 | 308,228 | 908,520 
ee 
Increase (decrease) - x 3,460.1 |(1,048)| (1,775,297); 5,895 | 12,708 | 17,035 35, 638 
June 30, 1956.._......| 254 | 183, 679.6 13,915 | 67,055,688 | 44,450 | 555,842 | 308,228 | 908, 520 
June 30, 1957-__-.....| 260 |  223,046.0 |12,950 | 67,986,528 | 38.549 | 569.180 | 336,250 | 943,979 
Increase (decrease) - 6 39, 366.4 | (965) 930,840 | (5,901)| 13,338 | 28,022 35, 459 
Virginia: ee c os ; ae 
Dec. 31, 1953....._.. 348 | 2,072, 635.0 |25,255 | 126,853,038 | 115,526 | 736,045 | 559,468 | 1, 411,039 
June 30, 1955.._......| 375 | 2,117, 283.9 [23,988 | 128, 521,885 | 111,877 | 767,925 | 631,093 | 1,510, 895 
Increase (decrease).| 27 44, 648.9 |(1,267)| 1,668,847 | (3,649)| 31,880 | 71,625 99, 856 
June 30, 1955... "875 | 2,117, 283.9 (23,988 | 128, 521,885 | 111,877 | 767,925 | 631,093 | 1,510, 895 
June 30, 1956_.__- 374 | 2,115, 191.2 |20,519 | 123, 504, 366 | 117,372 | 765,000 | 680, 604 | 1, 562, 976 
Increase urease). (1)| (2,092. 7)| (3, 469)| 5, 017, 519 5.495 | (2,925)| 49,511} 52,081 
Se IS = oa j= =} = — - ——— 2 ee 
June 30, 1956___- 374 | 2,115, 191.2 |20,519 | 123, 504,366 | 117,372 | 765,000 | 680,604 | 1,562,976 
June 30, 1957. _-_-- 376 | 2,112, 463.7 |18, 658 | 121, 339, 537 | 108.848 | 782, 229 | 727,037 | 1, 618, 114 
Increase (decrease) - 2 7,272.5 |(1,869)| (2, 164, 829) (8, 524)| 17,229 | 46, 433 55, 138 
| | 1 i 











Source: General Services Administration. 


TaBLe 13.—Real property of National Park Service,1 National Capital Parks (as of 
Jan. 1, 1959) 


Acres 
RD, and wecesccephcess «» bes tS Se ORE, daiah, ks Shc tS ea 37, 789.79 
Fe ne age 6, 989.95 
George Washington Memorial Parkway: 
pepennnny Doubs, O00 | 7 to. lsu ea abd bd seeei cL 1, 943 .07 
Pines Goonges: Oounty; Mids < oils odes ce ec ses ecn ene sl 3, 830.40 
I se menkn dun teow 550.13 
DT ee len time caccsiomee 1, 514.48 
Prince William Park, Stafford County, Va.?___...........-_-_--_-- 17, 215.62 
meets Sentry NSS ak i as Sesh So. ck 5, 746.14 


1 Source: National Park Service. 
2 Excluded from Washington standard metropolitan area. 
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It is clear that the growth of Federal property and installations 
in the National Capital region has been proceeding at a very rapid 
rate. Although national defense policies, as has been noted, have been 
among the reasons for this growth, the trends were too well established 
before the application of such policy, and have applied so equally to 
nongovernmental activity that one must conclude the movement 
should be attributed chiefly to the decentralization of the metropolitan 
area in pees and specifically to the lack of suitable building sites 
within the District of Columbia itself. 

The Federal interest in the National Capital region, then, is reflected 
in its ownership of a far greater proportion of land and buildings than 
is the case in other metropolitan areas, and in the increasing growth 
of the Federal establishment in this manner. Nor should it be over- 
looked that the establishments located in this area are here because 
they are headquarters agencies and require close relationship to 
Congress, and to executive agencies. The Atomic Energy Commis- 
sion, for example, a notable illustration of an agency whose main 
activities are widely decentralized, is obliged to remain in the National 
Capital region in order to maintain its working relationships with a 
variety of other elements of the Federal Government. 

The National Park Service administers some 37,789 acres of land 
in the National Capital region. Five-sixths of this has been acquired 
in the last quarter-century. 

A similar acceleration in land acquisition is to be observed in the 
most recent inventory of the General Services Administration, which 
notes nearly 50,000 acres of Federal land in the metropolitan area 
(excluding property owned by the District of Columbia government). 

The magnitude of the Federal interest as a landowner in the region 
is without parallel either when compared to State and local govern- 
ments, or private business. One may hazard an estimate of approxi- 
mately $7.5 billion as the land acquisition and building reproduction 
cost today of Federal real property in the metropolitan area. 


Dispersal of Federal installations 


Federal installations located in the environs have encountered and 
have themselves caused many problems. These have become accen- 
tuated as the earlier outlying installations, like Suitland and the 
Pentagon, located relatively close in, have been superseded by later 
ones On more remote sites. Typical of the latter are the Atomic 
Energy Commission, at Germantown, Md.; the Bureau of Standards, 
at Gaithersburg, Md.; the Central Intelligence Agency, near Langley, 
Va.; and the National Aeronautics and Space Agency, located at 
Beltsville, Md. The Chantilly Airport, while responding to different 
criteria, has also created similar problems. 

The impact of a large installation of this type is comprehensive. 
It demands water. It creates sewage. The coming and going of 
employees and others creates traffic and parking problems. Still 
more significantly, the impact of the installation as a whole upon the 
area in which it is located affects the existing land-use patterns, and 
the plans previously made by local authorities. What had seemed a 
reasonable expectation, reflected in zoning ordinances or local public 
works plans, is suddenly invalidated. Unexpected pressure to develop 
land appears. The fiscal consequences of this impact are also serious. 
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Land is removed from the tax rolls, and heavy additional burdens 
added to local budgets. 

There are problems for the Federal agencies, too, in these outlying 
sites. The lack of existing public services requires entire new water 
and sewer systems. Employees must have help in getting to work 
in locations where public transportation is lacking and a subsidized 
contract bus service must be improvised. Valuable executive time 
is wasted in traveling to and from interdepartmental conferences. 
But perhaps most important, changes in the immediate vicinity of 
the headquarters tend to compromise its originally desirable character 
by conflicting types of buildings, congestion on local roads, and new 
construction cluttering the once pleasant open countryside. These 
changes often invalidate some of the most important reasons for 
seeking an outlying site."* 

The relocation of Federal agencies is still responding to an outdated 
theory of civil defense, embodied as a public policy by a directive of 
the Office of Defense Mobilization. Both the weapons and attack 
theory on which this directive was originally based have become out- 
dated, and the fallacy of dispersal as a defense measure which protects 
only 8 hours out of 24 has been recognized. Yet the directive has 
neither been repealed nor revised; and it is hardly being enforced. 

The conclusion seems inescapable that a fresh look is needed at the 
steps that might be taken to insure the continued operation of govern- 
ment under some form of enemy attack. When that reexamination 
is made, it should embrace all the relevant factors and not merely 
those related to office building location. 

It may further be noted that under present circumstances de- 
centralizing establishments, whether government or industrial, tend 
to gravitate toward Baltimore, toward Frederick, or toward Fred- 
ricksburg. That is where the existing expressways today produce 
the greatest distance for the shortest travel time. But we have 
built only a few of the expressways this area will ultimately have, and 
almost none of the vital free-flowing circumferential expressways. 
When these have been created, the areas attractive to decentralizing 
establishments will probably be less along the radials and more along 
the outer circumferential highways, particularly north and south of 
the new Woodrow Wilson and the proposed Cabin John Bridges. 
Such locations will combine both the advantages of access to local 
markets and labor force, and direct access to interregional expressways 
aehaeee Baltimore and the north and to Richmond and Hampton 

oads. 


Expression of the Federal interest in the National Capital region 

If the Federal interest in the National Capital region beyond the 
District of Columbia is recognized, then attention should be given to 
the appropriate ways which this interest can be expressed. 

Direct Federal expenditure, particularly for the purchase of land 
and the construction of Federal installations, is probably the most 
fundamental activity which should be coordinated fas a Federal policy 
for the National Capital region. To permit this control to be exer- 
cised, jurisdiction over Federal installations in the area should be 
concentrated, soljfar as practicable, in the House and Senate Com- 

18 ‘Washington Star, January 21, 22, 23, 1959; Washington Post and Times Herald, December 8, 1958. 


% This development has already been suggested in “Washington Metropolitan Area Transportation 
Problems,” pp. 47, 48, 97. 
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mittees on the District of Columbia. These committees should de- 
termine the relative amounts of Federal building to be done in the 
District of Columbia and in suburban counties, how such installations 
should be planned and coordinated, each with the other, and how 
they can best. be provided with public services and highways. 

Federal activity in the acquisition, transfer, and use of Federal 
lands in the region is significant both as it provides for the future 
structure of Federal activities in the area and as it creates the major 
part of the pattern of open spaces that divides the total population 
of the area into smaller communities. Such decisions over land acqui- 
sition should be centralized to the greatest possible degree, in the 
Committees on the District of Columbia and to the extent that they 
are not subject to the immediate jurisdiction of those committees 
they should review such decisions as are made by other committees 
of the Congress. 

Other direct Federal activities in the National Capital region, as for 
example the construction of airports or military installations, should 
similarly be unified or subject to review. 

This unification of congressional responsibility, and this concern 
with the natural region rather than an arbitrary historical fragment of 
it, should go far toward creating a badly needed unified responsibility 
in Congress for its actions with respect to the National Capital region. 
A corollary result, not to be ignored, is a corresponding increase in the 
significance of these committees as a congressional activity. 
Coordinator for National Capital Regional Affairs 

The Federal interest in the National Capital region should also be 
expressed in a coordination of all Federal activities having an impact 
on the metropolitan region. These include not only direct Federal 
activities related to land and Federal installations, but such vital 
grant-in-aid programs of regional significance as highways, housing, 
urban redevelopment, and parks. ‘lhe coordination of programs in 
this field and their alinement with other elements in a general regional 

lan can be effected in part by Congress and in part through the 

xecutive Office of the President. Provisions should be made for 
the appointment of a Presidential Coordinator for National Capital 
Regional Affairs in the Executive Office of the President. 


A policy for regional planning 

Ultimately, a further and more detailed framework for regional 
a should be provided by the Congress. This is essential so 

ng as Congress is responsible for the government of the District of 
Columbia. It is also a declaration which is appropriate because of 
the Federal interest in the entire metropolitan region. In particular, 
it should indicate what policies should be followed in the matter of 
population and development. Population growth is neither auto- 
matic nor is it automatically ; 

The rate of population growth, the optimum population for the 
metropolitan area, the distribution of population within the area— 
all are affected by public action and are thus matters for conscious 
deliberation. This is particularly true in the Washington area 
where population is increasing more because of inmigration than 
because of the natural growth of population due to the excess of 
births over deaths. It is also worth pointing out that the exceptional 
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strength of the suburban trend here deserves further examination. 
Racial composition of the population should also be considered, 
including the proportion of nonwhite population and the problems 
raised by its concentration in the cockeal area. Age structure, sex 


ratios, and reproduction rates are less directly related to the planning 
pen but equally important elements in an urban population 
policy. 

Development questions would include the economic development 
and industrial location policy; a general growth program with a 
decision on the desirability of new towns; community equipment and 
organization; desirable standards for travel time to work. 


Metropolitan unity 

In the end the Federal interest in the Nationa] Capital region must 
rest on the indivisibility of the area as a social and economic unit. It 
is one agglomeration of population, one labor market, one retail trade 
zone, one region for purposes of urban transportation—the aspects of 
metropolitan unity are endless. They can be ignored only if we are 
willing to disregard what makes metropolitan areas great centers of 
business, cultural, social, and educational opportunity: the fact that 
they are unified. What happens in one part of it will affect the rest. 
What is happening in any part of it reflects the whole. Its exclusive 
interest in the central city, the District of Columbia, does not allow 
Congress to ignore the growth, expansion, and change outside this 
political boundary. Indeed, it obliges it to undertake-such special 
measures as may be appropriate for a changing central city, and in 
doing so to employ the full powers of the Federal Government. 

Whatever Congress attempts in the National Capital region, what 
it chooses to do in the environs will be quite different than what it is 
now doing, or may do in the future, in the District of Columbia itself. 
And what it does in the suburban areas and for the National Capital 
region as a whole will reflect the unique Federal concern with this 
area. There are great and growing Federal interests in other metro- 
politan areas, but they are a question apart from what can and should 
be done in the Washington metropolitan area. 

Objectives of the legislative program 

So far as the committee’s study has taken it, it would appear that the 
principal immediate regional need is for a program of metropolitan 
area public works facilities. This involves a capital outlay for what is 
essentially a revenue-producing and self-liquidating activity. The 
required facilities demand strong coordinated planning. They also 
demand a source of credit which a more unified and independent com- 
munity might find in a special purpose or a revenue bond authority, 
but which in this community must be a Federal responsibility. Such 
credit can be provided, and such planning undertaken and controlled, 
only by the Federal Government in partnership with the local govern- 
ments of the region. This political and governmental framework must 
include a more unified, better financed, and stronger government of 
the District of Columbia. 

The machinery of regional planning and decisionmaking, therefore, 
must offer some combination of the expression of responsible local 
interest, particularly local government, and of the Federal interest. 
In the limited field of federally financed, regionwide public works, at 
least, the powers of this agency should be positive. It should deter- 
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mine what works are to be undertaken, and when, where, and by 
whom they should be realized. 

Beyond the creation of regional public works facilities, the limited 
machinery of regional government should have some ability to meet 
the two problems which are emerging as of greatest significance. The 
first of these is the diversification of the economy of the area, especially 
the multiplication of office building activities, industry, and private 
employment in services, conspiciously those related to the tourist 
business. The second is the continuing decentralization of population, 
private and public employment, and retail trade, which will accelerate 
with the construction of the proposed regional highway system. 
These changes pose several real alternatives, and they invite “model 
building” of regional cities of various types, hypotheses which can 
then be tested to determine their relative advantages, disadvantages, 
costs, and benefits. Little in the way of alternative plans has yet 
been offered in this community (staff memorandum, War College 
Conference on Financing Metropolitan Washington, June 23, 1958). 

The most urgent tasks of regional government are those relating to 
water and transportation. Each might be organized as a separate 
regional authority, established either by Federal legislation or by 
interstate compact. Alternatively, a single multipurpose govern- 
mental authority might be formed to undertake these, and perhaps 
other, functions. 

The development of independent. functional programs that are 
strongly responsive to elected representatives of local government 
and to the Federal interests, and the possibility of strong coordination 
through political, planning, and financial mechanisms, leads to the 
concept of a “decentralized functional program’”’ of regional works. 

The regional program of public works is required not merely to fill 
the gaps that have appeared as the result of abbreviated regional con- 
struction programs since 1940, and presently felt needs, but at even 
larger scale to provide for the requirements of a doubled area popu- 
lation distributed over far larger areas of Maryland and Virginia, 
The committee regards these regional works as required to supple- 
ment, and, indeed, to make feasible and even possible, those more local 
public works and services that will be created in each jurisdiction to 
meet their own needs. A description of some of the most essential 
regional improvements will convey the magnitude of the task ahead. 

heir engineering character is sufficiently established for purposes of 
this illustration, and no apology need be made for the incompleteness 
of either designs or cost estimates at this stage.” 

In the field of water problems, an impoundment on the Potomac 
River appears an eventual need; this or some additional facility must 
also accommodate the Potomac’s silt load; a new water intake from a 
point above Great Falls will be a corollary development; sanitary 
sewers up both sides of the Potomac will be required to protect the 
river above Washington; both the enlargement of the present Blue 
Plains sewage treatment plant as a central regional facility, and the 
construction of one or more supplementary disposal plants, must be 
envisaged together with the means to collect sewage from the to-be- 
superseded small Virginia plants and deliver it for treatment; further 
enlargement of the central regional water treatment plant at Dalecar- 


* Such projects have been more fully discussed in the various committee staff reports to which reference 
has been made. 
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lia may be possible, but additional treatment and transmission facil- 
ities for water will also be needed; the separation of the existing 
combined sewers within the District of Columbia is a regional require- 
ment if the Potomac is to serve as a regional recreational facility, and 
a river of national significance. 

In the field of transportation the most authoritative estimate ap- 
pears to call for 300 miles of metropolitan expressways, providing nine 
major radial routes in Maryland and seven in Virginia, and three 
circumferential belt routes; approximately 30 miles of new rail rapid 
transit, the portion in the central business district being in subways; 
and a or doubling of parking facilities. 

The area’s economic development and open space needs will require 
the acquisition of some 50,000 acres of actively employed land includ- 
ing Federal installations providing for an estimated 60,000 employees, 
and perhaps an additional amount of land reserved against other uses, 
or required for watershed protection. 

This sketch of some of the physical features of an urban region of 
3 million people by 1980 is limited to regional services. It does not 
consider, for example, there will be a need for some 200,000 acres of 
developed residential land to provide housing alone for the anticipated 
population increase, and the other facilities which 200 square miles of 
suburban development outside the District of Columbia will require. 


ELEMENTS OF METROPOLITAN GOVERNMENT 


To allow the execution of such regional works by a combination of 
local initiative and Federal aid, some structure of metropolitan gov- 
ernment of a limited nature is required. Doubtless such a conception 
will not be speedily realized. The action of State and local govern- 
ments will be required, as well as action by Congress. But in this 
report such an objective should be outlined. 


A voice for the metropolitan region 


The National Capital Metropolitan Council is conceived as a body 
in which a limited activity of metropolitan government will be carried 
on under the direction of a National Capital Metropolitan Conference 
and a Regional Development Agency. The Metropolitan Council is 
a bicameral agency. Its larger ‘chamber,’ the Metropolitan Con- 
ference, will represent the local jurisdictions in the metropolitan area 
and will function to identify metropolitan problems, formulate regional 
policy with respect to them, and insure a cooperation that will be 
necessary among all levels of government in the conduct of regional 
affairs. The Regional Development Agency is a Federal agency, 
whose much Tan membership is appointed by the President, and 
whose principal function is to formulate a regionwide development 

jan. 

The plan for regional development will embrace a generalized land 
use plan for the region as a whole, based on existing local plans and 
subject to further detailed planning by individual jurisdictions, 
regional plans for transportation, water, and sewage disposal; and a 
program for the execution of this plan by Federal, State, and local 
actions. The plan will not become effective until it has been adopted 
by each local jurisdiction or, subject to later authorization by the 
States, by the Metropolitan Conference. 

From this description it is clear that what is proposed relates 
primarily to the structure of public works that must be developed to 
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serve the growing metropolitan area. It is assumed that the execution 
of these public works will be undertaken by a Regional Sanitary 
Board and the four agencies that will work closely with it and a 
Regional Transportation Board and its subsidiaries. Particular public 
works projects that are designed to carry out the regional plan will be 
roposed y these agencies. When it has been determined by the 
Regional Planning Council that these plans conform to the official 
regional plan, they will become eligible for financing. 
etween the Metropolitan Regional Conference and the various 
functional arms of the metropolitan government as described above, 
it is assumed that some direct and systematic relationship will be 
established, probably by means of committees of the Conference. 


Financing the National Capital Metropolitan Council 


While the expenses of the National Capital Metropolitan Council, as 
a whole, should be met in the beginning from Federal appropriations to 
the Regional Development Agency, a Federal agency whose staff can 
equally serve the Conference, an early effort should be made to secure 
local support. Contributions from the constituent local jurisdictions, 
made in accordance with some agreement, would be the promptest 
method of obtaining local support. Over the long run, however, and 
beginning at the earliest possible date, regional support from general 
taxation should be solicited. This may very well take the form of a 
more general State authorization of metropolitan planning activity as 
is currently proposed in Illinois. The State authorizations, as a matter 
of uniform action, not as an interstate compact, can specify a tax levy 
for the support of the Council. This tax rate can be calculated on the 
basis of a per capita payment of the order of approximately 8 cents. In 
either case, the local payment should amount to between $150,000 
and $200,000 annually. As between the two methods of taxation, 
jurisdictional differences in assessment and valuation procedures, 
while they might be equalized, suggest the per capita method as less 
objectionable. 

It may also be observed that, save for the unique position of the 
District of Columbia as a Federal district, the metropolitan activities 
contemplated would qualify for Federal assistance under section 730 
of the National Housing Act of 1956. The circumstance that the 
National Capital Regional Planning Council has never qualified for 
such assistance, however, makes it a virtual certainty that the proposed 
National Capital Metropolitan Council would also be denied eligibil- 
ity for this form of Federal aid. There is, therefore, no alternative 
to direct Federal and/or local support as indicated. 


Metropolitan Conference 


With this general structure in mind now, let us return to a more 
detailed description of the Metropolitan Conference. This organiza- 
tion now exists, although without statutory authority, and includes 
the three Commissioners of the District of Columbia, and the govern- 
ing bodies of the metropolitan area together with some State legislators 
from suburban Maryland and Virginia. The Conference as formed 
at its second meeting May 2, 1957, also includes a member of the Com- 
mittee on the District of Columbia of each House of Congress, giving 
a total of 47 members. 
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The Metropolitan Conference, as presently constituted, represents 
a suitable beginning in what must eventually be turned into a more 
adequate organ of regional government. At present, the Conference 
is composed mainly of the elected members of local governing bodies. 
By no means all of these local officials are interested, or can be ex- 
pected to interest themselves, in metropolitan problems. They should 
be supplemented, or replaced, as circumstances dictate, by officials 
who are no less locally representative but who do possess this special 
interest. Ideally, and ultimately, some or perhaps all of the members 
of the Conference should be directly elected for this duty. It would 
be reasonable to expect that almost from the outset each major 
jurisdiction could provide at least one such directly elected representa- 
tive, chosen by the electorate with a view to special interest, experi- 
ence, qualifications, and duties. 

The Conference, as it stands today, has no funds of its own. Its 
expenses are negligible because its program is minimal. Contribu- 
tions by local jurisdictions, saleelated upon some pro rata basis, might 
meet the need. But a better long-run method would be a direct tax 
levy to support the Conference, calculated either on a per capita basis 
or a millage tax in the general levy, as has been suggested above.” 

Clearly this is a body of parliamentary dimensions, one well suited 
by its representative character to the creation of regional policy, but 
one not adapted to executive tasks. Indeed the steering committee 
established by the Conference itself is a body totaling 17 members. 

As here proposed, the Metropolitan Conference is a parliamentary 
body where regional issues are identified and discussed with a view 
to formulating policy that can be adopted by the various elements 
concerned with metropolitan government.” The Conference would 
have a conference center and it is expected to develop an appropriate 
structure of committees in various functional fields and concerned 
with specific problems. The conference center would be shared with 
a number of other local government agencies and it would be served 
by an executive staff and certain staff services. 

The Metropolitan Conference, as a metropolitan area agency, 
should be established formally and its program authorized by the 
Legislatures of Maryland and Virginia, and it should be recognized 
by Congress. 


The reorganization of planning 


A review of the efforts of the National Capital Planning Commission 
and the National Capital Regional Planning Council, as established 
and related each to the other under Public Law 592, has been under- 
taken in consultation with these bodies. The experience of these 
agencies over the past 6 years leads to the conclusion that they have 
fallen short of the desired objectives of formulating a metropolitan 
regional plan, securing control over the major features of regional 
development, and assuming leadership in arriving at a concert of 
planning policies on the part of the several local jurisdictions. The 

21 “The staff assistance and secretarial work necessitated by the Conference’s activities have so far been 
provided by the District of Columbia government and some of the participating officials. The District’s 
1959 budget requested $18,000 for an executive seeretary, secretarial assistance, and office and administrative 
expenses of the Conference, and all of the partiolpattie local jurisdictions indicated their will ess to 
contribute toward these expenses. Congress did not appropriate the money requested by the District, 
however, and the Conference continues its work with the services that its members and their staffs can 
spare from their other duties.”” (‘“The Governing of Metropolitan Washington,” p. 64). 


2 This body is further described in the committee’s staff report, ‘‘The Governing of Metropolitan 
Washington,” pp. 82-93. 
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Regional Council does not appear to have developed a regional point 
of view, but on the contrary has functioned as a sounding board to 
reflect the narrower viewpoints of individual jurisdictions. It has 
strengthened particularism rather than surmounted it. This exper- 
ience strongly suggests the time has arrived to reconstitute the ae 
ning machinery of the National Capital region, both in its municipal 
and its metropolitan aspects. 

The necessary reorganization should not merely reflect what is 
needed to meet the problems of the past, but the far more important 
and more extensive tasks of the future as well. 

A cardinal—and unavoidable—shortcoming of the regional planning 
activities of the past 6 years has been the lack of any caseral nana 
of metropolitan government. The recommendations of the present 
report, if acted upon, will substantially remove this difficulty. Pro- 
posals to divamallehin regional planning should be able to assume a 
context of regional government in which there is political guidance, 
the participation of representative elected officials, a framework of 
regional policy, and more determined and effective leadership in the 
execution of planning proposals. The proposed regional conference 
meets this need. It is there that the local governments of the 
metropolitan region should play their important role. 

The Regional Development Agency 

It is proposed to join with the Conference some of the functions of 
the Regional Planning Council, first established by Congress in 1952 
at the time of the most recent reorganization of planning in the area. 
The rorarene jo should be regarded as the device for regional 
panning and related activities as earlier described. Its governing 

ard should be composed of Federal officials appointed by the Presi- 
dent and subject to Federal laws, but retaining their local representa- 
tive character through residence qualifications. These arrangements 
reflect the exclusively Federal support for the Regional Development 
Agency and its activities, and the need to have responsible Federal 
officials engaged in the administration of programs of such over- 
whelming interest to the National Government and in which so much 
Federal money: is to be invested. 

The Regional Development Agency would assume not only those 
functions given to the National Capital Regional Planning Council, 
but also advisory supervision of Federal land and building activity 
ewer the metropolitan region, including the District of Colum- 

ia. 

(It is further proposed that detailed local planning, zoning, and 
park activities within the District of Columbia—other than those of 
the National Park Service, National Capital Parks Office—should be 
transferred to the District of Columbia government, and the present 
independent National Capital Planning Costiiniasson be abolished.) 
Organization for regional development 

Metropolitan regional development is both broader and more long- 
range than city or county planning. Its more comprehensive character 
influences both the program and the powers of the metropolitan devel- 
opment agency. It is also distinguished by its relative freedom from 
the administrative work of most local planning bodies. For example, 
regional planning is not concerned with zoning, subdivision approvals, 
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or other exercises of local police powers. Nor is it concerned with 
capital budgeting, public works programing, mandatory referrals of 
projects, or other work of a planning commission that is closely geared 
to local administration. These activities are appropriate to the city, 
county, or subregional planning agencies that are found within the 
Washington metropolitan region. Local plans afford a base for 
regional planning, but the mere coordination of such plans does not 
in itself produce a regional plan. The experience of revent years with 
regional planning in this area well illustrates this. 

Regionwide development provides an indispensable context for such 
local planning. It alone furnishes the overall view of the region, and 
the forecast of its long-range development, within which framework 
local planning becomes sounder and stronger. Such plans can be pre- 
pared only for the region as a whole, the natural social and economic 
unit from which each fragment of the area derives its growth, its popu- 
lation, and its economic strength. The first function of regional 
development, therefore, is to look at the future and make plans for 
future growth and development. Within this framework, local plan- 
ning and operating agencies can do their work with greater detail and 
more concern with specific plans and their administration. 

Regional development also serves regional government. Limited as 
that government may be, it will be concerned with the growth and 
development of the region as a whole, and with the regionwide services 
necessary to support that growth... In particular, the Washington 
metropolitan region requires a regionwide coordinated network of 
water supply, sewage disposal, and watershed protection facilities; 
a regionwide coordinated or integrated network of highway and mass 
transportation facilities; and a regionwide program of economic devel- 
opment. These activities themselves must be related to each other. 
But, most important of all, they must be related to the fundamentals 
of regional geography, population, employment, and other factors; 
and to the more detailed plans of local government. Hence, region 
development must be significantly related to the principal political 
decision-making and policy-forming organ of regional government; and 
to the operating administrations responsible for regional public works 
and services. 

The governmental powers of the region and its array of regional 
services are limited, but the alationship between government and 
planning, although different, must be even stronger than it is at local 
government eae 

The organization for regional development should therefore be 
located at the top of the pyramid of regional government. It should 
succeed to the powers and programs of both the National Capital Plan- 
ning Commission and the National Capital Regional Planning Council 
except as these relate to the local government of the District of 
Columbia. It should undertake the regionwide studies and prepare 
the regionwide plans that will guide both such regional activities as 
works and economic development, and such activities of the 

ederal Government within the region as the location of Federal em- 


ployment and the policies of Federal-aid programs in such fields as 
highways, housing, redevelopment, airports, and community facilities. 
The creation of such an agency would have as its corollary the estab- 
lishment of a municipal planning office in the District of Columbia 
government, and the transfer of nonplanning functions such as park- 
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land acquisition from the National Capital Planning Commission to 
operating agencies like the National Capital Parks Office of the 
National Park Service. 

The National Capital Regional Development Agency should be com- 
posed of nine members, appointed by the President, and subject to 
the following residential qualifications: three members from the 
District of Columbia (but these may become qualified by establishing 
their residence within the District of Columbia following their appoint- 
ment) ; one each from the counties of Montgomery and Prince Georges, 
Md., and Arlington and Fairfax, Va.; and one each at large from the 
States of Maryland and Virginia. The Chairman should be designated 
by the President. Members of the agency should be compensated 
for their actual time served as well as their expenses. They would be 
Federal employees, sworn, subject to conflict-of-interest statutes and 
other laws governing Federal employees. The initial budget of the 
National Capital Regional Development Agency would be met wholly 
by the Federal Government, as at present, but it is contemplated that 
local governments may assist in financing both the general develop- 
ment program and specific regional development projects that may be 
undertaken. This would also allow immediate establishment of the 
agency, but a further refinement is required in its organization and 
financing following action on other recommendations made in this 
report. 

Nothing in this recommendation should be construed as discouraging 
pending actions to complete such planning projects as the mass trans- 
poration survey, or to inaugurate such badly needed studies as that 
of the central business district. The strengthening of the long- 
lagging planning program of the National Capital Planning Com- 
mission, and the increases proposed in its current budget, can only 
contribute to the metropolitan development program here outlined. 
Prompt action is needed 

Lack of foresight and resources of planning, lack of regionwide 
organization, and lack of adequate financing have resulted in a dis- 
astrous pattern of disputes, the deferring of action, and the inability 
to act. What has been done to meet metropolitan area problems has 
been too little and too late. Planning has often appeared negative 
frequently for insufficient reasons, and its veto power has seeme 
obstructionism unbalanced by positive alternative. In the realm of 
action the efforts of single fragments of the area or individual Federal 
or District agencies to deal with their part of such problems has been 
uninformed by any comprehensive view of future growth and needs, 
or little coordination with what adjoining jurisdictions were doing or 
intended to do. Consequently, such actioa has usually been expen- 
sive, short-lived, wrong, and now often stands as an obstacle to further 
advance. More typically, such limited efforts have been discouraged 
by uncertainty and difficulties. 

The results of such lack of action are the area problems that are in 
evidence on all hands. The failure to deal with water problems has 
resulted in local area shortages, dry-season shortages, more restric- 
tions on use, higher costs to the consumer, a handicap to industrial 
development, and the uneasy prospect of further difficulties ahead. 
The failure to deal with them wisely and well has meant conflicts 
with recreation, conservation, and other uses of streams, and often 
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irreparable damage. This is just one area of metropolitan problems. 
These are high costs to pay. 

We need to get ahead of problems, instead of lagging behind. 
When we do, planning will be positive. Strength will Sad to strength. 
The advance provision of sewers, water lines, highways, and layi 
down through advance acquisition a pattern of aaa. recreation, an 
other public sites, will structure new residential, commercial, and 
even industrial development. The strong logic of such plans will 
tend to prevent much sporadic outlying abe pment, and simplify 
the problem of controlling scatteration and sprawl. Open spaces 
and their appropriate uses and values will more easily be preserved. 
The effort described must enlist local, State, and Federal Government 
action. 

Certainly these recommendations concerning long-range organiza- 
tion for regional planning should not prejudice any more immediate 
efforts to strengthen planning through organizational improvements 
and increased appropriations. Many, if not most, of the difficulties 
being encountered by metropolitan Washington derive from past 
failures and inadequacies in city and regional planning. Most espe- 
cially, when this city is measured against others whose size and whose 
problems are comparable, it is the continued underfinancing of the 
planning program that stands out as the major reason for falling short. 

There has been no regionwide planning program. There has been 
too much domination by special programs such as parks or highways, 
and too little well-balanced, cemateenaren, long-range work. 


The existing legal provision that Federal agencies seeking locations 
in the environs consult with the planning agencies appears to have 
worked as intended in such instances as the Atomic Energy Com- 


mission, the Central Intelligence Agency, and the Chantilly Airport. 
This consultative procedure does not as yet appear to be well under- 
stood among all Federal agencies, and consultation does not take place 
at a sufficiently early stage in project development; nor do agencies 
appear well aware of the formal planning policies that have been 
adopted governing regional development. Experience thus far, how- 
ever, indicates that while the present consultative arrangements are 
sound, they need more aggressive administration. The planning agen- 
cies should also make greater use of special reports to Congress in any 
specific important cases where their advice appears to be ignored. 

The review of Federal agency budgets for area projects, recently 
instituted by the National Capital Planning Commission and the 
Bureau of the Budget, is a valuable addition to the mechanism of 
coordination and planning, and should be continued by the regional 
planning agency. A similar review of the District of Columbia budget 
is obviously a function of the planning office proposed for the District 
Commissioners. 

It should be made clear that the overall responsibility for the Federal 
establishment in both the District of Columbia and the oversight of 
Federal locations and installations in the surrounding region is lodged 
in the regional planning agency. The object of the District planning 
office is the planning and coordination of municipal activities. 

At this point the growth and improvement of — activities in 
the surrounding jurisdictions should be noted. In every part of the 
area, the last few years have seen major increases in budgets, staffs, 
and activities of city, county, and subregional planning agencies. 
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This is an encouraging development, and not a little of it can be traced 
to the leadership of the Regional Planning Council and its staff, and 
to the need for complementary augmented efforts in this field by local 
authorities which it has encouraged. This development strengthens 
the conviction that, given a broadly planned physical framework of 
Federal and federally aided installations and facilities, and reasonable 
continuity in the Federal approach to regional problems, a satisfactory 
execution of more detailed plans—even with substantial flexibility and 
variation from one part of the area to the other—can be anticipated. 

The residual issues of planning reorganization pertain to the present 
national, ex-officio, and congressional members of the National Capital 
Planning Commission, an agency that would become superfluous under 
the proposed regional and municipal organization of planning. The 
Nation has benefited from the services which many outstanding pro- 
fessional men have contributed without charge through their service 
on the Commission. It is to be hoped that this valuable service can 
be perpetuated, and sustained through greater reliance upon the 
agency of the Fine Arts Commission, and reliance in particular in- 
stances upon select committees that might be formed at the initiative 
of the regional planning agency. In the case of the ex-officio members, 
their membership on the Planning Commission has reflected a political 
theory that plans might be implemented through the presence of key 
operating agencies. Experience has shown, to the contrary, that a 
conflict of mterest often exists between general plans and specific 
projects, as well as conflicts as between individual projects, and ex- 
officio members cannot serve advantageously in this capacity. The 
important need for mutual understanding between planning and oper- 
ating agencies must be met by other forms of communication and other 
relationships. Nonvoting membership on a planning agency might 
be one such device to consider. Jn the case of the congressional 
members of the Planning Commission, experience has shown that the 
desirable understanding by Congress and the planning agencies of 
each other’s interests and objectives has not been advanced by such 
membership and should be furthered in some other ways. 


Commission of Fine Arts 


The close relationship that has existed in the past between the 
Commission of Fine Arts and the National Capital Planning Com- 
mission requires that recognition be given this factor in any change 
of the latter’s status. As the authoritative advisory body in the 
arts, the Commission of Fine Arts has unique responsibilities. These 
are not well served by such recent changes as the addition of respon- 
sibility for the administration of the historic Georgetown legislation 
or attempts that fortunately failed to enlarge the sphere of the 
Commission’s activity giving it responsibilities appropriate to those 
of a Ministry of Fine Arts. The maximum service which the Com- 
mission can render will always derive from its ability to enlist the 
services of the most eminent artists and judges. These individuals 
serve without compensation and their availability, coupled with the 
objectivity of their decisions, is an outstanding national resource. 

he future of the National Capital region will require the strength- 
ening of the Commission of Fine Arts and more specially a focusing 
of its activities on those matters of critical importance in the appear- 
ance of these portions of the city of monumental, ceremonial, his- 
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torical, and patriotic significance. Probably the most important step 
to strengthen the Commission, in the light of other changes proposed 
in this report, would be to recognize the Federal character of the work 
of the District Commissioners and require them to seek the advice 
of the Fine Arts Commission in all matters of civic appearance. While 
this is of particular importance in the seeomntaiel core area of the 
city, it is of significance elsewhere as well. In recent years there has 
been much experience that implies the advice of the Commission of 
Fine Arts would be more helpful and more effective if solicited at an 
early stage of development of projects rather than after much design 
work had been done and many irevocable contracts let. Coupled 
with this is the further desirability of greater initiative being exercised 
by the Commission ard its staff. Past failures to act in such a manner 
can undoubtedly be traced to the fact that the Commission enjoys 
the services of but one principal employee. 

Finally, the Commission has not acted sufficiently often to call the 
attention of Congress to incidents of major importance where their 
advice has been ignored by agencies whose statutes required they seek 
it. In the future greater recourse should be had by the Commission 
to this method of securing compliance with its views. 

It is neither appropriate nor necessary in this report to specify 
further the precise legal steps that are required to give effect to these 
recommendations. It is suggested that the initiative in this sphere 
might well come from the Siacuaddeonn of Fine Arts itself as an inde- 
pendent agency. 


The regional executive 


The chief administrative officer for both the Metropolitan Con- 
ference and the Regional Development Agency would be called a 
regional executive. His office would provide the secretarial and other 
services necessary for the functioning of the Conference and Agency, 
and he would direct a combined staff which would include the regional 
planning staff. The immediate office of the regional executive would 
contain a separate unit for the collection and analysis of metropolitan 
area statistics and data processing. It would also contain a metro- 
politan fiscal agency, whose principal purpose is the financing of self- 
liquidating public works to support regional development, and which 
will be undertaken chiefly by the major agencies proposed below. 

He should be appointed by the Regional Development Agency, and 
have a rank and compensation comparable to the heads of major 
departments of the government of the District of Columbia. 


Metropolitan statistical and data processing agency 


The metropolitan statistical and data processing agency is pro- 
posed both as a necessary function of regional government, related to 
the policy forming work of the Conference and the planning work of 
the Development Agency, and as a service facility for the open 
agencies, and indeed, for the community as a whole. Experience wit 
costly special-purpose surveys and the lack of continuity among 
major statistical operations, coupled with the demands for more 
frequent reporting in this rapidly growing and changing area, oblige 
a far larger effort in this direction than has been attempted thus far. 
The regional data handled by this agency can be furnished far more 
economically and efficiently than in any other method.” 


% This recommendation is discussed in detail in “A Metropolitan Statistical Program for the National 
Capital Region,”’ staff study for the Joint Committee on Washington Metropolitan Problems, December 
1958. The value of such a program was cited by numerous witnesses at committee hearings. 
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The statistical agency will require a representation of regional inter- 
ests, both from local government and from private business. Should 
the Metropolitan Conference develop as contemplated, it should pro- 
vide much of this context. Until that point advisory committees will 
suffice. Administratively, the agency should be closely related to the 
Regional Development Agency, but its services to private business in 
particular suggest a form of organization sufficiently independent to 
allow fair charges for its services, which income it is estimated will 
meet a substantial part of the total operating costs of the agency. 
Given appropriate review of its work by the Regional Conference and 
Development Agency it is not considered necessary that a governin 
board be created for the agency. Its director should be appointe 
by whatever regional agency assumes control of its work. 


Metropolitan Fiscal Agency 


The Metropolitan Fiscal Agency is conceived as a bank or regional 
development fund—a corporation for the financing of regional public 
works. Its activities are limited to this and are completely separate 
from the fiscal structure of local governments or of the fiscal relations 
of the Federal Government and the District and suburban county 
governments as these may develop. Eligible regional public works 
projects would be proposed by the various operating public works 
agencies and determined by the Regional Development Agency and 
Metropolitan Conference to be parts of the regional development plan. 
As a Federal agency, the Regional Development Agency would be 
charged with the duty not only of seeing to it that regional public 
works contributed to a desirable regional development plan, but that 
they offered a reasonable prospect of being self-liquidating. The 


works contemplated in this program, it will be noted, are of types 
generally undertaken by special purpose or revenue bond authorities. 
t is proposed that the income from these public works, when received 
as payments for water, sewage-disposal services, or the use of trans- 
portation facilities, or the proceeds from economic-development activi- 
ties, would repay the obligations purchased y the Treasury. 


This mode of operation allows such a specific entity as, for example, 
the Washington Suburban Sanitary Commission to have access to a 
regional ‘‘line of credit’’ for regionwide projects, but to employ its 
own normal financing for other parts of its system. 

The particular advantage of the Metropolitan Fiscal Agency is that 
it provides a means for unifying work that otherwise would be divided 
among more autonomous regional authorities and of implementing a 
regional plan in which both local and Federal interests have been 
expressed. 

It is possible that the conception of a Treasury guarantee of bonds 
issued by the fiscal authority, as in the case of local housing authority 
bonds, will run counter to current Treasury policy. Bonds merely 
purchased by the Treasury would not have the tax-exempt features of 
local government and authority bonds. Some resolution of this 
situation is desirable allowing regional public works bonds to be both 
tax exempt and federally supported on the basis of the Federal in- 
terest in the District of Columbia and the region in general. 

«A federally created corporation which borrows on the pledge of local 
jurisdictions would appear a not unreasonable institution in the eyes of 
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the participating States. Virginia has recently authorized Arlington 
and Fairfax Counties to join with other jurisdictions in agreements to 
finance any installations which they themselves are authorized to 
undertake. 

The Federal Government itself constructed the District of Co- 
lumbia’s regional water system, and payments over an extended period 
of years have given the District both a capital stake in this facility 
and a prior claim to its services. This is a sufficient illustration of 
the peeve ten of the Federal Government in the financing of regional 
works. 

The machinery by which local jurisdictions might pledge themselves 
to support their share of regional facilities remains to be specified in 
greater detail. Assuming the creation of a regional corporation, the 
proposed fiscal agency, stock might be sold to participating local 
jurisdictions in amounts proportionate to their interest in the facility. 
Several methods for determining such a share are available. Once 
determined, borrowing would be in blocks of issues, each guaranteed 
by each jurisdiction according to its share. 


THE OPERATING AGENCIES FOR REGIONAL PUBLIC WORKS 


Within this strong framework of control by locally representative 
officials and Federal accountability, it is now possible to glance briefly 
at some aspects of the operating programs in the field of regional 
public works. These have been more fully described in reports of 
committee staff consultants, and only the highlights are recapitulated 
here. 


Regional Sanitary Board 


A Regional Sanitary Board should be formed to promote coordina- 
tion of the Virginia suburbs, the Washington Suburban Sanitary Com- 
mission, the District of Columbia, and the Washington Aqueduct. 
The Board should consist of 11 members, as follows: 2 from the 
District of Columbia, 2 from the Washington Suburban Sanitary 
Commission, 2 from a proposed Northern Virginia Sanitation Author- 
ity, 1 from the National Capital Development Agency, 1 from the 
Army Corps of Engineers, and the health officers of the District of 
Columbia and the States of Virginia and Maryland. Although joint 
planning and discussion with subsequent voluntary action by its 
member agencies should be its primary modus operandi, the Board 
should be given review authority over all sanitary engineering projects 
in the metropolitan area for which Federal funds, exclusive of District 
of Columbia appropriations, as aid or participation are provided. 
This will assure protection of the Federal interest in the entire Na- 
tional Capital area. The joint committee should determine the need 
for and initiate any congressional legislation required to establish the 
Board as outlined. 

As one of its early tasks, the Board should consider means to pro- 
mote the extension of sanitary sewers up both sides of the Potomac to 
protect the river above Washington. 

Federal agencies desiring to construct or expand major installations 
in the Washington metropolitan area should submit plans for water 
supply and sewage ‘ianoeal to the Regional Sanitary Board. When, in 


the opinion of the Board, adequate water supply and sewage disposal 
facilities for the installation and associated development are not 
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available, the plans of the Federal agency must provide for these and 
meet the approval of the Board before construction can begin. The 
Federal agency should be required to pay the appropriate sanitary 
agency proportionate costs for providing these services. 
Northern Virginia Sanitation Authority 

In order to achieve greater economy in the construction and 
operation of water and sewerage systems, provide better service, 
reduce water pollution, give increased public health protection and 
promote adequate planning for the future, a Northern Virginia 
Sanitation Authority should be formed as soon as possible. The 
Alexandria Sanitation Authority and the Fairfax County Water 
Authority should be merged, under the Virginia Water and Sewer 
Authorities Act, as the first step in the formation of the new au- 
thority. While a detailed study will be necessary to establish the 
initial boundaries of the Northern Virginia Sanitation Authority, 
they should encompass Alexandria, Arlington County, Fairfax 
County, and the nearer portions of Loudoun and Prince William 
Counties. The general area is shown in figure 1. Private systems 
in this area should be purchased outright, using the right of eminent 
domain where necessary, and public systems should be taken over 
by the assumption of their outstanding indebtedness. 


Washington Aqueduct 


The Washington Aqueduct of the Corps of Engineers should be 
designated as the agency to procure, treat, and*supply water on a 
wholesale basis to the Northern Virginia Sanitation Authority, the 
District of Columbia and the Washington Suburban Sanitary Com- 
mission for distribution by the latter three agencies. This arrange- 
ment would be similar to that now existing between the Washington 
Aqueduct and the District of Columbia. The Northern Virginia 
Sanitation Authority and the Washington Suburban Sanitary Com- 
mission should be given the option of continuing to operate their 
water treatment plants for the remainder of their economic lives or 
turning the plants over to the Washington Aqueduct immediately or 
at any intermediate point. The designation of a single agency to 
procure and treat water for the entire metropolitan area will assure 
an adequate water supply for all jurisdictions and preclude possible 
future litigation over water rights. It will also increase the overall 
economy of supply construction and operation. 

In view of the general plan of water supply recommended, the town 
of Fairfax should reconsider its decision to construct a small reservoir 
by damming Goose Creek. 

Chantilly Airport 

Prior to the selection of Chantilly as the new airport site, District 
of Columbia officials and the Washington Metropolitan Regional Con- 
ference abundantly informed site selection officials of the attendant 
sewage disposal problems. The Council made a special request that 
no sewage be discharged above the Washington water supply intake. 
The subsequent selection of the Chantilly site and the consideration of 
a plan by the Civil Aeronautics Administration to discharge the sew- 
age effluent in the upstream vicinity of the water-supply intake con- 
stitutes flagrant disregard of community interests. No discharge of 
treated or untreated sewage from the Chantilly Airport should be 
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permitted at any point where it will result in the contamination of 
any public water supply in the metropolitan area. The Civil Aero- 
nautics Administration now has a unique opportunity to solve its 
problem and simultaneously benefit the northern Virginia area. It 
should build a long trunk sewer to bring the sewage downstream, 
probably delivering it to the District of Columbia system. This 
sewer should be sized to serve the growing needs of northern Fairfax 
and a portion of southern Loudoun Counties. Connections to the 
sewer should be limited to those areas forming the Northern Virginia 
Sanitation Authority to which the sewer should be assigned. The 
authority would reimburse the Administration for the former’s pro- 
rated share of costs out of revenue. The construction of the sewer 
in this manner should be a great inducement for the voluntary forma- 
tion of the Northern Virginia Sanitation Authority. : 


A regional transportation organization 


The ultimate form of a regional. transportation organization can- 
not be determined until the findings of the mass transportation survey 
are reported in a final report by the National Capital Planning Com- 
mission and National Capital Re ional Planning Commission. That 
survey, however, as described in hacia of the committee, does not 
attempt to deal with the immediate transportation situation with 
which a metropolitan agency will have to contend. Nor does it em- 
brace by any means all of the considerations which, as a workin 
matter, will have to be taken into account in solving the region 
transportation problem. Furthermore, the nature of the survey’s 
findings, as reported initially in the committee’s staff inquiry,™ and 
subsequently confirmed in hearings,” will probably require extensive 
further consideration and studies Gelore they can be acted upon. 

The urgent need to make a beginning now in dealing on a region- 
wide basis with the transportation problem has been a ed by the 
many local governments, business and civic interests who have 
emphasized traffic and transportation as, in their judgment, the 
area’s most important metropolitan problem. 

It appears necessary to await the final report, reactions to it, and 
such supplementary studies as may be made, to start the evolution 
of a governmental organization to deal with regional traffic and 
transportation problems. 

The ultimate agency to be responsible for regional traffic and trans- 
portation, however, should have jurisdiction throughout the entire 
metropolitan area, and it should plan, operate, or regulate all forms 
of transportation. A full integration of all revenue and finances is 
necessary, not only to create uniformity throughout the region in place 
of the present operating and regulatory patchwork, but to establish a 
positive set of inducements to the traveler and shipper. The in- 
dependent character of special purpose authorities should not be 
perpetuated in a new metropolitan transportation agency, but rather 
the agency should be more responsive to the public, and its work 
more closely coordinated with those of other governmental activities, 
and with general plans for the region. Subject to this condition, 
however, the agency should have that degree of independence that 1s 
needed for businesslike operation, and its operations and personnel 


% “Metropolitan ty 3 weal staff report, Joint Committee on Washington Metropolitan Problems, 
85th.Cong., 2d sess., April 1958. 

25 “Washington Metropolitan Area Transportation Problems,” hearings before the Joint Committee om 
Washington Metropolitan Problems, May 22, 23, and June 10, 1958, 85th Cong., 2d sess. 
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should be protected from political abuses by proper safeguards includ- 
ing some form of a merit system. 


Transportation regulation 


The anomaly of a mass transportation system attempting to serve 
more than 2 million people scattered throughout the politically frag- 
mented National Capital region has long been recognized, but the 
solution to this inherent contradiction has eluded those who have 
sougbt it. After many false starts, a beginning appears to have been 
made by the enactment by the State of Virginia of legislation to create 
a regional regulatory agency by means of an interstate compact that 
would be concurred in by the State of Maryland and approved by the 
United States Congress. This measure is still to be considered by the 
Maryland State Legislature and the Congress, but it appears to mark 
a promising beginning and, to many, it offers the hope that a pattern 
for cooperation has at last been found. 

The committee’s anticipated consideration of the report of the mass 
transportation survey will naturally embrace the economic and politi- 
cal factors which it involves. Since it is probable that in the entire 
program of regional public works transportation will account for 
three-fourths of the capital outlay, any final recommendations on 
metropolitan fiscal policy and the financing of public works should be 
postponed. 


Economic development 


The future character of the Federal city cannot escape being marked 
by the major trend toward diversification that is now apparent in the 
metropolitan economy. This is more decisively illustrated by the 
fact that a steady decline since 1951 in Federal employment, long 
regarded as the foundation of the area’s economy, has neither halted 
the rise in total employment nor stemmed the booming population. 
There can be little doubt that the Federal city is changing its tradi- 
tional character. How to effect these changes so that they enrich the 
metropolitan area by broadening its opportunities for business and 
employment, education and culture, without sacrificing existing values 
in a historic and monumental city, a national capital, is a problem 
faced by the whole region. 

Committee consultants and witnesses have discussed this problem 
in terms of measures that may be taken by local and metropolitan 
government to insure compatibility between the various conflicting 
interests. Residential communities can be diversified by the admis- 
sion of appropriate industries; a balance can be struck between subur- 
ban and central city development, metropolitanwide standards for 
industry can be established. 

Toward these ends the principal immediate steps appear to be those 
which unify the aims and efforts of the various local economic develop- 
ment programs, and the possibilities of giving positive direction to 
industrial location by a program of advance acquisition of industrial 
sites. Both of these lines should be further explored by the Regional 
Development Agency. 


OBSERVATIONS ON FISCAL ASPECTS OF METROPOLITAN GROWTH 


The governmental facilities required to serve the region’s increased 
population can be reasonably estimated by calculating what each 
increment of new population will require in the way of new schools, 
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highways, and other public services. In this metropolitan area, the 
new population growth and the expansion of suburban development 
are almost synonymous. ‘This is the problem facing suburban coun- 
ties. But beyond this is the need for regional services, without which the 
metropolitan area cannot function as a unified whole, which serve more 
than local needs, which complement and serve local government 
services, and which can be brought into being and financed only by 
some governmental unit larger than any of the existing jurisdictions. 

Some discussion of these new dimensions in menticigakeen financing 
may usefully be commenced at this point, even before the final scope 
of regional undertakings can be determined. It is fundamental to 
recognize that metropolitan growth is responding to new economic 
opportunities, is creating new forms of wealth, and its needs could 
logically lead to new forms of payment and taxation. 

The needed regional services are large, complex, and costly. Those 
for transportation are estimated in the vicinity of $3 billion during the 
period to 1980; and for water supply, sewage disposal, and economic 
development, including land acquisition, perhaps another billion in the 
same period. 

This is substantially all capital outlay. It will produce revenue- 
earning facilities. The receipts from these services will in all cases 
pay operating costs, and in most cases repay the initial outlay. The 
exception appears to be that of mass transit, where any recovery of 
the capital outlay is dubious. 

Under these circumstances, the fiscal aspects of this program are: 

1. A source of capital funds, to be repaid; 

2. Establishment of service charges, rates, and fares; 

3. Development of other taxes reflecting benefits; 

4. Determination of the extent to which subsidies are required; 

5. Financing the subsidy by means of local taxation or Federal 
grants. 


Source of capital funds 


The initial outlay for regional public works can be determined from 
year to year by the requirements of regional development expansion, 
and as authorized annually by Congress. It might be obtained by con- 
gressional authorization of the Secretary of the Treasury to guarantee 
bonds issued by the Metropolitan Fiscal Agency, a Federal corporation. 
It would be desirable if the legislation establishing the Metropolitan 
Fiscal Agency provided for an automatic transfer of its functions to 
an interstate agency, when established by action of Maryland, Vir- 
ginia, and the District of Columbia, and providing that stipulated 
conditions were met. This would have the advantage of allowing 
regional needs to be met by Federal action, but of allowing the States 
affected, in which some three-quarters of the population activities 
and values of the Washington metropolitan area will be located 
within some 25 years, to join the District in creating some effective 
alternative to large-scale Federal intervention in the area. By the 
enactment of uniform legislation by the States of Maryland and 
Virginia, the full faith and credit of the jurisdictions composing the 
National Capital region should be pledged to these revenue-producing 
outlays. This will be particularly important if, as is ultimately con- 
templated in the case of transportation and possibly other regional 
services, these are to become owned and operated by an interstate 
organization with powers derived from an interstate compact. This 
pledge of full faith and credit would, under ordinary circumstances, 
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effect a sizable reduction in the interest rate of the indebtedness, as 
well as baving some bearing on the length of the loan. Such a 
declaration need not, however, constitute a charge against State or 
county debt ceilings since the revenue features of the regional public 
works are similar to those often exempted in determining net bonded 
indebtedness. More specifically the States should define these reve- 
nue-producing obligations deductible from gross debt to the extent 
that they are self-supporting. Specific anticipated revenues and/or 
taxes should be pledged to insure the anticipated revenue. 

These arrangements will assure that the regional obligations are tax 
exempt by virtue of their character as obligations of an agency of the 
District of Columbia and/or the States, not of the Federal Government. 
This arrangement appears to have considerable advantages not en- 
joyed by one obvious alternative method of financing these public 
works—by authorizing the Secretary of the Treasury to purchase 
directly bonds issued by the Metropolitan Fiscal Agency. — 

In addition to the revenue that will be paid by users of the proposed 
regional facilities, consideration should be given to taxes that will be 
levied on those other than users who benefit. from the new regional 
facilities. Among these are potential users, owners of real property 
benefiting from the regional facilities, and the public generally—indeed 
the entire population of the United States which benefits to the extent 
that its Federal establishments scattered throughout the area are 
improved in value, in accessibility, and in utility. 

he payment for services rendered by regional facilities is not only 
a means of recovering capital cost and operating expenses, and of 
providing a guarantee that underwrites the capital cost, but it provides 
an important motivating force in such matters as the per capita con- 
sumption of water or the unlimited use of transportation facilities. 
In transportation particularly the need for such restraining influences 
is becoming increasingly evident. In particular, proposals are more 
frequently heard that access to the central area of the city must be 
limited to those having business there, not just passing through or 
journeying to places of employment where their automobiles are 
stored throughout the day. The motivation to mass transportation 
will certainly be profoundly influenced by such items as tolls on ex- 
pressways and parking charges, to cite two among numerous fiscal 
influences that have been identified.” 


Transportation’s share in regional development 


By far the largest portion of the total outlay for regional public 
works is accounted for by transportation, and particularly the need 
for regional expressways. Undoubtedly major recommendations 
with respect to financing will be made in the final report of the mass 
transportation survey. Pending a consideration of these recommenda- 
tions, and a review of the data on which they are based, any judgments 
in this field would be premature. It is already clear, however, that 
a consideration of more than user charges will be involved and that 
it will be necessary to consider ultimately the relationship of trans- 
portation to congested urban areas on the one hand, and the sprawling 
suburban settlement of low density on the other hand. These factors, 
coupled with the reconsideration of the relation of places of employ- 
ment to residence of employees, may simplify and even reduce the 
_% See particularly “Fiscal Aspects of Metropolitan Regional Development,” by Mabel Walker. Uni- 


versity of Pennsylvania Law Review, vol. 105. No. 4, February 1957, pp. 489-503. ‘‘Financing Highways,”’ 
symposium conducted by the Tax Institute, Princeton, 1957. See especially pp. 136-154, 
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magnitude of the metropolitan transportation problem and suggest 
additional appropriate forms of taxation. 


Recommended Federal payment 


Beyond what is needed to finance regional public works, some way 
might be found for the Federal Government to pay its way in the 
individual jurisdictions of the metropolitan area, including the District 
of Columbia. The regional financing proposed above assumes a struc- 
ture of fiscally serbiis eat governments. 

The growth and expansion of the National Capital region has given 
increasing emphasis to the need for a more stable basis of Federal 
payment to the District of Columbia, and has raised the question of 
the desirability of payments to metropolitan counties where Federal 
interests have rapidly increased. At the present time, payments to 
the District of Columbia are determined annually and are subject to 
considerable variation. Such payments as are made to the metro- 
politan counties are chiefly those in lieu of taxes to compensate for 
the cost of educating children of Federal employees. 

The most desirable single characteristic which should characterize 
the fiscal relations of the Federal Government with the District of 
Columbia and the suburban counties of the National Capital region 
is regularity and certainty. The present situation is marked by 
irregularity. In the District of Columbia, the Federal ‘‘contribution” 
varies rapidly from year to year and cannot form the basis for any 
long-term financial scheme. In the suburban counties, the magnitude 
and abruptness of such Federal activities as land purchase, the loca- 
tion of Federal employment concentrations, and such additional Fed- 
eral installations as airports or other large Federal works, are dis- 
ruptive to local planning efforts and can hardly form a basis for the 


cooperative partnership which should be encouraged. 
he maximum regularity in fiscal relations should obtain, further- 
more, in order to compensate for the fact that Federal employment 
and the economic significance of its activity in the area can never be 
wholly regularized. 
The burden of trae against the present fiscal arrangements 


has been chiefly moral. Less attention has been given to the problems 
created by the uncertainties of the present fiscal situation, where no 
one can say definitely from year to year what the Federal contribu- 
tion will be. Continuity is lost. ng-range budgeting and fiscal 
aie are frustrated. This is especially significant in view of the 
urden of regional public works programs. By contrast, major gains 
in efficiency to local: government would flow from more definite 
knowledge of what might be counted on, what could be planned with, 
whatever the amounts involved. Federal contribution can be put in 
the form of a definite formula. By making that formula comparable 
to what large primary taxpayers pay in other areas a substantial gain 
in equity will be achieved. Such equivalent payments in lieu of taxes 
would remain substantially the same from year to year. The tend- 
ency of some Members of Congress and many other people to com- 
pene Washington’s fiscal situation with what it is “back home’’ will 
ecome more reasonable as the parallel is more exact. 

The simplest and most direct method of Federal payment, and one 
which lends itself most to regularity, is a direct payment in lieu of 
taxes based on the amount of property which the Federal Government 
owns in the District of Columbia and in each of the counties of the 
national capital region where such holdings are rapidly increasing. 
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Congress has already given some consideration to the proposal that 
in both the District of Columbia and the metropolitan counties, Con- 
gress make an annual payment in lieu of taxes to the local governin 
body on the basis of the value of the real property held by the Federa 
Government in each jurisdiction. 

To equalize matters as among other metropolitan areas in which 
there is Federal property exempt from local taxes, it may also be con- 
sidered that a deduction from the total payment be made correspond- 
ing to the approximate average amount of Federal property in other 
metropolitan areas of comparable size. This deduction remains to be 
determined but is probably no more than 5 percent. In this manner 
no Federal payment in lieu of taxes would be made for post offices, 
office buildings, or other ordinary types of Federal buildings found in 
most large cities. The justification for Federal payment oe in the 
National Capital area of the United States, is clearly due to the heavy 
concentration of Federal property which causes both a withdrawal of 
such properties from the local tax rolls and the concentration of 
Federal employment. The historical, monumental, and symbolic 
character also increase the burdens of local governments of the entire 
region. 

he proposed payment in lieu of taxes would be limited to the 
National Capital region. Within the District of Columbia it would 
take the place of the present annual Federal payment. In the 
suburban counties it would in effect constitute a “block grant” and 
might supersede payments made under the Federal act to extend 
educational assistance in areas of Federal impact. 
Canadian Government payments in lieu of taxes 

The suggested payment is comparable to that prevailing in Canada 
under amendments to the Municipal Grants Act (5-6 Elizabeth II, 
ch. 10). This is the most recent. amendment clarifying the provisions 
of the Municipal Grants Act earlier adopted in 1951 (15 George VI, 
ch. 54), and additionally amended in 1955 (3-4 Elizabeth II, ch. 49). 

To summarize briefly the Canadian legislation, it may be explained 
that real property of the Federal Government in Canada is divided 
into class A property (defined as that which accepts from a munici- 
pality a service that is customarily furnished to real property in a 
municipality and is a material service) and class B property which 
does not receive such services. Class B property is obviously exempt 
from the grant program. 

The municipality applies for a grant on a form prescribed by the 
Federal Government. A grant may be made in the discretion of the 
administrative officer (in this case the Minister of Finance) out of 
moneys appropriated for the purpose. Where the accepted valuation 
of the class A property in the municipality exceeds 4 percent of the 
aggregate of the total assessed value of taxable property, a grant may 
be made on the amount of such excess. The 4-percent figure is an 
arbitrary level related generally to the fordinary amount of Federal 
Government property to be found in most Canadian municipalities. 

The calculation of the grant provides that the amount shall not be 
greater than a fraction of the excess over the 4-percent level, pr - 
viously described, to be determined as follows: 

(a) The numerator is the total amount of the real estate tax 
levied in the appropriate tax year multiplied by 75; and 
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(b) The denominator is the aggregate of the assessed value of 
all taxable property and the accepted value of class A property in 
the municipality multiplied by 100. 

Provisions of the act allow a discretionary adjustment of the grant 
by the Minister if services provided by the municipality are not ac- 
cepted for the property in question. Thus, for example, if fire pro- 
tection services are provided by the Federal Government for an installa- 
tion of its own and the fire protection services of the municipality 
are not required, a deduction would be made. 

The amendments in 1955 permitted the Minister to adjust the 
value attributed by a municipal taxing authority to Federal property 
by eliminating ‘ornamental, decorative, or nonfunctional features 
thereof” as the basis for computing the amount of real estate applicable 
to that property if it were aki property. Further refinements 
related to excepting the Houses of Parliament and related buildings 
and a substantial section of the city of Ottawa from the program. 
The percentage of Federal property, originally set at 4 percent, was 
reduced by amendments in 1955 to 2 percent, and the formula for 
calculating the grant was simplified by providing that the numerator 
is the total amount of the real estate tax levied in the appropriate tax 
year, and the denominator is the assessed value of all taxable property 
in the municipality. Other minor but extensive amendments. were 
made to clarify the provision that the principal taxes should be paid 
for services actually rendered, and that when rendered but not 
“accepted,” no tax should be paid. 

The amendments of 1957 added further to the schedule of Federal 
property excluded from the Municipal Grants Act and simplified the 
calculation of the grant in the following language: 

5. (1) A grant may, pursuant to this section, be made to a munici- 
pality in respect to any Federal property in the municipality, not 
exceeding the amount obtained by applying— 

(a) The effective rate of the real estate tax levied in the 
municipality in the appropriate tax year; 
(b) The accepted value of that Federal property. 


Reassessment of real property in the District of Columbia 


The current citywide reassessment now being completed by the 
District of Columbia affords an opportune occasion to clarify the 
Federal share of local government costs to the extent that these 
relate to real property holdings and values. As part of the reassess- 
ment current and accurate assessment values have been placed on 
Federal property. The reassessment also yields more detailed 
descriptions of the use to which properties are being put, allowing 
their classification for tax calculations. This new information shoul 
allow a more valid land factor formula to be developed than has been 
possible heretofore. 

The District of Columbia Department of General Administration 
has developed several formulas for determining Federal payments to 
the District based upon federally owned land. Congress has also 
considered in recent years proposals of this sort. The Federal land 
factor has also been embraced in composite formulas which include 
Federal employment. It is not necessary to consider these in detail, 
but only to illustrate that here is a basis for a more uniform Federal 
payment to the District of Columbia. 
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APPENDIX 


Text of a proposed Senate joint resolution intended to be introduced 
by Mr. Brsux (for himself, Mr. Morss, and Mr. Bratt) 


To establish an objective for coordinating the development of the District of 
Columbia with the development of other areas in the Washington metropolitan 


region and the policy to be followed in the attainment thereof, and for other 
purposes. 


Be it enacted by the Senate and the House of Representatives of the 
United States of America in Congress assembled, That this Act may be 
cited as the “Washington Metropolitan Region Development Act’’. 

Sec. 2. The Congress hereby declares that, because the District 
which is the seat of the government of the United States and has now 
become the urban center of a rapidly expanding Washington metro- 

litan region, the necessity for the continued and effective per- 
ormance of the functions of the government of the United States at 
the seat of said Government in the District of Columbia, the general 
welfare of the District of Columbia and the health and living standards 
of the people residing or working therein and the conduct of industry, 
trade, and commerce therein require that the development of the 
District of Columbia and the management of its public affairs shall, 
to the fullest extent practicable, be coordinated with the development 
of the other areas of the Washington metropolitan region and with 
the management of the public affairs of al other areas, and that 
the activities of all of the departments, agencies, and instrumentalities 
of the Federal Government which may be carried out in, or in relation 
to, the other areas of the Washington metropolitan region shall, to 
the fullest extent practicable, be coordinated with the development of 
such other areas and with the management of their public affairs; all 
toward the end that, with the cooperation and assistance of the other 
areas of the Washington metropolitan region, all of the areas therein 
shall be so developed and the public affairs thereof shall be so managed 
as to contribute effectively toward the solution of the community 
development problems of the Washington metropolitan region on a 
unified metropolitan basis. 

Src. 3. The Congress further declares that the policy to be followed 
for the attainment of the objective established by section 2 hereof, 
and for the more effective*exercise by the Congress, the executive 
branch of the Federal Government, and the Board of Commissioners 
of the District of Columbia and all other officers and agencies and 
instrumentalities of the District of Columbia of their respective func- 
tions, powers, and duties in respect of the Washington metropolitan 
region, shall be that all such functions, powers, and duties shall be 
exercised and carried out in such manner as (with proper recognition 
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of the sovereignty of the State of Maryland and the Commonwealth of 
Virginia in respect of those areas of the Washington metropolitan 
region as are situate within their respective jurisdictions) will best 
facilitate the attainment of such objective of the coordinated develop- 
ment of the areas of the Washington metropolitan region and coordi- 
nated management of their public affairs so as to contribute effectively 
to the solution of the community development problems of the Wash- 
ington metropolitan region on a unified metropolitan basis. 

Sec. 4. The Congress further declares that, in carrying out the 
policy pursuant to section 3 hereof for the attainment of the objective 
established by section 2 hereof, priority should be given to the solution, 
on a unified metropolitan basis, of the problems of water supply, 
sewage disposal, and water pollution and transportation. 

Sec. 5. The Congress further declares that the officers, depart- 
ments, agencies, and instrumentalities of the executive branch of the 
Federal Government and the Board of Commissioners of the District 
of Columbia and the other officers, agencies, and instrumentalities of 
the District of Columbia, should develop, as rapidly as feasible, such 
specific plans and proposals to implement and carry out the recom- 
mendations contained in the final report of the Joint Committee on 
Washington Metropolitan Problems pursuant to House Concurrent 
Resolution 172, Eighty-fifth Congress. 

Sec. 6. As used herein, the term ‘‘Washington metropolitan region” 
includes the District of Columbia, the counties of Montgomery and 
Prince Georges in the State of Maryland, the counties of Arlington 
and Fairfax in the Commonwealth of Virginia, and the several munici- 
palities (including Alexandria and Falls Church) within said counties. 
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86TH CoNGRESS ; SENATE 
1st Session 


MISREPRESENTATIONS IN THE ADVERTISING OF 
PROPERTIES 


Fesrvary 2, 1959—Ordered to be printed 


Mr. McCtettan, from the Committee on Government Operations, 
submitted the following 


REPORT 


[Pursuant to 8. Res. 223, 85th Cong.] 


INTRODUCTION 


In the spring of 1958, the Senate Permanent Subcommittee on 
Investigations became aware of a vicious racket by which approxi- 
mately 70 firms*! in the United States have been fleecing small 
businessmen of an estimated $20 to $50 million annually.” 

Basically, the firms enter into contracts with businessmen to 
advertise for sale the latter’s business on a national scale. The 
salesmen for these firms make use of all types of oral deception, and, 
through inferences and innuendo, are able to convince the victim 
that if he signs the contract his business will be sold in a very short 
period of time at an inflated price. 

The seller generally pays to the salesman at the initial meeting the 
contract fee, which is 1 percent of the estimated value of his property. 
The victim feels protected, as he has been led to believe that, unless 
a sale is forthcoming, this payment will be refunded. The seller 
subsequently ascertains that his property has been listed in one or 
two classified ads in newspapers, or in a catalog put out by the firm, 
Usually, this is the full extent of the advertising. Sales resulting 
from such advertising contracts are less than one-half of 1 percent. 
Rarely, however, is there a refund made to the seller.’ 

To eliminate this vicious racket, Senator Karl E, Mundt introduced 
in the 85th Congress, 2d session, Senate bill No. 3889 on the floor of 
the Senate for himself and Senator John L. McClellan.* This bill is 
not aimed at legitimate advance-fee firms, but is designed to protect 

*EXPLANATION OF FOOTNOTES.—Page numbers in footnotes refer to pages in published record of hearings 
of this subcommittee, entitled ‘“‘Misrepresentations in the Advertising of Properties.” 
; > rear, A. 


+ ah, 
2 Pp. 7, 9, 11, 17. 
* See appendix B, 
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the people from the parasitic groups engaged in this fraudulent 
operation. 

The Federal Trade Commission, which is responsible for preventing 
false and misleading advertisement in interstate commerce, is spend- 
ing much time and money in its efforts to combat this racket. The 
Commission has been successful in issuing cease-and-desist orders. 
However, it has been the Commission’s experience that when one 
such firm is put out of business, a new firm will spring up in its place. 
In many cases, when a firm terminates, a number of its salesmen will 
go into business for themselves, since only a nominal sum of money 
is needed to get started. Thus, the Federal Trade Commission has 
found that as it puts one firm out of business, a mushrooming effect 
takes place and several new firms come into existence. The Com- 
mission is doing an excellent job, but is limited because cease-and- 
desist orders are ineffective in eliminating the racket.® 

The Federal Trade Commission, the National Association of License 
Law Officials, the National Association of Real Estate Boards, better 
business bureaus, and various State attorneys general are uniformly 
in agreement that Federal action is needed to control this type of 
fraudulent operation. These groups feel that this type of advance-fee 
operation is detrimental to the people of the United States, and must 
be stamped out of the American economy. 

This subcommittee acknowledges the fuil cooperation of the above- 
named organizations, as well as that of the Post Office Department 
and the Department of Justice. It also acknowledges the assistance 
rendered by Previews, Inc., a company licensed in 37 States, which 
engages in promotional sales of residential properties not readily 
salable in a local market. 

Public hearings on Senate bill No. 3889 were held by the subcom- 
mittee on July 16 and 17, 1958 with Senator Henry M: Jackson as 
the acting chairman. 

THE RACKET 


The chief victims of the firms are usually small businessmen, such 
as owners of farms, ranches, hardware stores, taverns, and the like. 
It has been estimated that only 5 eis of the victims are owners 

ll 


of homes and realty. The small businessman is easily reached by 
mail because mailing lists are readily available and inexpensive to 
acquire. The businessmen who are to be victimized are also selected 
from business directories, telephone directories, newspaper advertis- 
ing in business opportunity and real estate sections, and, in some 
cases, by canvassing of the salesmen.* 

It is important to remember that these firms merely advertise the 
businesses or properties. They are not real estate brokers. They 
maintain no records as to the amounts of sales. Generally, they take 
from the businessman a fee of 1 percent of the estimated value of his 
pope at the time the contract is made, and, hence, they have 

ecome known as “‘advance-fee operators.” 7 

“Advance fee firm,” “advance fee salesman,” and “advance fee 
operators” are all terms used to describe those unlicensed individuals 
and firms who are engaged in this racket. While such nomenclature 
has been used to describe the persons and firms engaged in this 

5 Pp. 4, 5, 20, 21, 23. 


* Pp. 4, 12, 13, 32. 
1 Pp. 29, 33, 64, 71, 74; exhibits 10, 11, 
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scheme, it should not be assumed that an advance fee is always received 
in connection with each transaction. As the operation has developed 
over the years, some of the firms use a more subtle approach, taking 
no advance fee, but, at a later date, suing on the contract. It should 
be noted that not all firms who receive advance fees in connection 
with their promotional business are illegitimate.* 

When the future victims have been selected by the companies, high- 
powered literature is sent to them. This literature contains such 
statements as “Pay no commission,” “Guaranteed bank bond,” 
‘“‘We have thousands of cash buyers for your business,” and ‘‘List 

our business for sale with the world’s largest business brokers.” 
The firms, using letterheads to indicate well-established firms, describe 
themselves as the largest realty and business opportunity advertisers 
in the Nation. They state that they have their own loan and financ- 
ing departments which insure all-cash buyers. Some claim to be 
engaged in the most successful nationwide cooperating-broker plan 
known. They state in their literature that it is of the utmost impor- 
tance to the businessman that the sale of his business be handled in the 
strictest confidence, and that his employees, neighbors, banker, and 
competitors should not know that he wishes to sell, as publicity may 
adversely affect the sale or his present business activity.® 

Along with this battery of high-powered advertising are sent return 

ost cards with printed statements, such as “I would like to sell my 
usiness. Please have your representative call (No obligations).” 
The businessman provides, in the appropriate blanks, the name of the 
business, person to be contacted, a irae. telephone, type of business, 
and price desired.” 

The firms forward the returned post cards to their salesmen in the 
field. The salesmen usually cover a territory and work strictly on a 
commission basis of 30 to 40 percent of the contract price. The post 
cards serve as leads to the salesmen, who in reality are fast-talking 
confidence men. The salesman then contacts the businessmen in his 
area and, during his sales pitch, makes use of any oral misrepresenta- 
tion which comes to his mind and which seems to fit the situation." 

The con-man shows the victim a very impressive, slick covered 
catalog in which there are listings of thousands of business opportuni- 
ties for sale. The businessman is told that his business will be listed 
in the catalog, and that the catalog is distributed on a nationwide 
basis, including 2,000 to 5,000 real estate brokers throughout the 
country. The point of deception is that the book does not receive 
widespread distribution, nor is it sent to 2,000 to 5,000 real estate 
brokers. Even if the catalog did receive the distribution promised, it 
would be a Sineteeyd ineffective means of obtaining sales. It was 
pointed out during the hearings that catalog advertising on the part 
of legitimate firms represents less than 1 percent of their total promo- 
tional activity. It has been aecaiained. that the catalog is sent to 
some real estate brokers; however, the names of the real estate brokers 
were simply chosen from a real estate directory, or, in some cases, the 
firm had sent a real estate broker a card asking him if he would be 
interested in receiving a free catalog of business properties for sale. 


§ Pp. 16, 62-64, 72; exhibit 10, 
® Pp. 6-8, 69. 
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Some brokers have returned the card, requesting the catalog out of 
mere curiosity. The catalog is valueless to the broker in his business, 
The catalog itself is sometimes advertised in newspapers with a line 
such as, “Send for free booklet on real estate property.” ” 

The catalog which the salesmen show the seller sometimes contains 
letters from dignitaries and prominent people, such as Governors of 
States, Senators, or people well known in the real estate field. Close 
scrutiny of the letters from the dignitaries reveals that they are not 
endorsements of the activities of the company, but are public state- 
ments made in connection with some local promotional endeavor. 
However, the victim is induced to believe that the particular dignitary 
whose letter or photograph appears in the catalog endorsed the 
company.” 

The businessman may be advised that the firm maintains confi- 
dential reports of buyers, which is a list of persons who wish to buy a 
particular type of business in a particular area. If the seller signs the 
contract, a list of these confidential buyers will be forwarded to him, 
The list is composed of fictitious names, or names chosen at random 
from some public lists. The salesman may also falsely state that the 
company has on hand at the very moment ready buyers who have 
been screened by the company and are considered qualified buyers. 
Sometimes the salesman will state that the buyer has already seen the 
specific piece of property and desires to purchase it.™ 

Another misrepresentation indicates that the property will be 
advertised nationally in newspapers, magazines, and on the radio and 
television, or that the businessman will receive a full page of national 
advertisement. What occurs here is that the advance-fee firm may 
advertise its own name on a nationwide basis, claiming that this is 
giving the individual seller national coverage. At other times the 
company may buy a full page of advertising in one or two national 
newspapers. However, the full page of advertising may list 400 or 500 
different properties of individual owners. Thus, the seller receives a 
small three-line advertisement in one or two of the major newspapers 
in return for his payment. 

Another misrepresentation is that the firm is affiliated with a large 
number of real estate brokers throughout the United States, and that 
the seller will receive a nonexclusive open listing with these real estate 
brokers. The seller is shown a list of the real estate brokers; however, 
the names of the legitimate real estate brokers appearing on the list 
have been obtained, without their knowledge, from some real estate 
broker’s list. 

One of the more effective oral misrepresentations used freely is that 
the victim is asking too low a selling price, and that it should be raised. 
Here, the salesman, knowing that the businessman may be asking 
$20,000 for the business, may suggest a figure of $2,000 or $3,000 above 
that. The salesman realizes that he cannot go too much higher than 
the actual selling price, as the victim would become suspicious. The 
raising of the price not only encourages the victim to sign the contract, 
but it also increases the contract price, and, in turn, raises the sales- 

2 Pp. 7, 72, 8 
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man’s commission. The inflated selling price serves as a deterrent 
to any possible sale." 

Another effective gimmick used by the salesman is an assurance 
that the property will be sold within a definite period of time. The 
salesman assures the victim that 95 percent of the business properties 
listed with the firm have been sold, and, if his property is not sold, 
the advance fee will be returned. Sometimes the victim is assured 
that the advance fee is only a deposit to insure that the seller will not 
change his mind about selling when a buyer is produced.” 

Some of the salesmen have been known to misrepresent that the firm 
will provide financial assistance to the buyer. They have also mis- 
represented the facts by telling the seller that, upon the consummation 
of the sale of his business, if he is interested in buying another busi- 
ness, the firm will also grant him financial assistance.” 

The salesman advises the seller that the firm will furnish qualified 
expert appraisers to evaluate the property, and that it is to the seller’s 
advantage to have the property sold to a buyer in another section of 
the country who will pay more than the local market. This pitch, 
cloaked in an air of secrecy, convinces the seller that if it became known 
that his business was being listed for sale, he might lose his employees 
who would feel insecure at the thought of a new owner. He is also 
told that many of his customers will feel that they cannot further rely 
on him and will take their business elsewhere.” 

The operators are able to talk the victims into parting with any- 
where from $125 to $3,000, and, in most cases, the sum is paid in 
advance. A close examination of the contract signed by the victim 
usually discloses that the organization guarantees only to advertise 
the property. If the victim feats from the firm at all, it is generally 
to notify him of one or two classified ads in newspapers, or of a mere 
listing in a catalog put out by the company. Sales resulting from the 
advertising are less than one-half of 1 percent.” 

The racketeer salesmen do not hesitate to contact anyone, regard- 
less of their circumstances. A few cases involving the more pathetic 
type of victims are typified by the following: In Connecticut there 
was an elderly couple who owned a hotel which had practically no 
economic value at all. The husband was in the hospital, dying of 
cancer. The wife, desperately anxious to dispose of the business, 
fell prey to the racket.” 

In a New York case, an elderly farmer, who was so infirmed that 
he was unable to shave, was victimized for $150. The farm which 
he owned had little economic value.” 

A blind farmer in the State of Michigan was victimized, as was a 
blind, small businessman in the State of Wisconsin. The record is 
replete with such cases.” 


A SALESMAN’S TESTIMONY 


While the foregoing demonstrates a general pattern of misrepre- 
sentations employed by the advance fee firms, a more specific example 
"Pp. 9, 39 
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may be set out in the case of William Parker, who testified before the 
subcommittee on July 16, 1958. Parker, an ex-convict, was em- 
ployed as a salesman by Business Mart of America, Inc., from Sep- 
tember 1956 to November 1957. Business Mart of America, Inc., 
formerly was Charles Ford & Associates of the East, Inc.** 

Parker secured his employment with this firm as a result of an 
adverisement in a New York newspaper which read: “Wanted— 
master salesman in negative selling.” Parker received a 3-day trainin 
period, during which he was given a general idea of the operations of 
the firm and on acquainted with the literature which was to be 
supplied to the salesmen as sales aids. There were no misrepresenta- 
tions made during the training period. Parker pointed out that the 
average salesman lasts less than 1 week, and that only 1 out of 500 
men could sell the “deal.” * 

After completion of the training, Parker was furnished a brochure 
and leads in the eastern part of the country. The leads were return 
postcards which had been sent in by prospective sellers. Eighty 
percent of the prospects were small-business people. However, the 
company would handle real estate, such as homes and lots, as they 
never turned down any leads.” 

Parker’s first step was to acquaint himself surreptitiously with the 
business property by a visit to the premises. Later, during the sales 
pitch, he could caaieg reference to some particular point, indicating 
that the company was interested in the business and had already made 
a general survey of it. Some of the salesmen were equipped with 
Polaroid Land cameras so that during their sales talk they could flash 
the pictures they had previously taken of the property, again with the 
idea that the company had an express interest in this particular 
business. After surveying the premises, Parker would telephonically 
contact the prospect, and, during the conversation, determine if the 

arty with whom he was speaking was the one who had the actual 
interest in the property, and if he genuinely wished to sell his business, 
Secrecy was an important part of the contact. The salesman bossed 
the job from the very beginning. If the prospect made an appointment 
for 7 o’clock, the salesman would change it to 8. Parker would make 
sure that all partners would be present during the interview. The 
contract had to be signed and the advance fee received at the initial 
meeting. During the interview, Parker advised the seller that his 
company wanted a certain number of businesses in the particular area, 
and that he was merely an appraiser for the company. Further, that 
the final decision as to ohana: or not the company would take this 
business as a listing rested with the home office. This is referred to as 
the negative pitch. That is, it was created in the mind of the seller 
that the firm will sell his business but the company is very selective, 
and if the business does not meet the company’s standards it will be 


rejected. Parker’s brochure contained avenennetty 30 letters to 


persons rejected by Business Mart of America, Inc. The real reason 
these other businesses were rejected was because there was not a cash 
balance to meet the amount of the check, which fact was unknown to 
the prospective seller.” 
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Early in the interview, Parker would ascertain whether the seller 
reviously had given other companies or his own company any money. 
f he had given another company money, he would be considered a 

very “hot prospect.” Parker could then work on the sales talk that 

the other company was dishonest and that his company was an honest 
one. This was a bit of a psychological gimmick, justifying the man’s 
decision to advertise with an advance-fee firm.” 

The next step was to determine, through indirect questions, the 
amount of the seller’s cash bank balance. There was no use in setting 
a fee higher than the amount of ready cash on hand.” 

After these basic points had been established, Parker would then 
proceed with his sales pitch. He would advise the seller that he would 
submit a survey sheet to his home office, where a survey board, utiliz- 
ing a group of experts and mechanical tabulating machines, would 
decide whether or not the business would fit his company’s plan. 
Parker would explain that the tabulating machine would match the 
information on the survey sheet with the name of a potential buyer, 
and if there was not a ready buyer available, the contract would be 
rejected and the advance fee returned.” 

Parker made extensive use of the brochure furnished by Business 
Mart of America, Inc. In the brochure was a copy of an article en- 
titled, “How to Buy or Sell a Business,” which appeared in a 1952 edi- 
tion of the Kiplinger magazine, “(Changing Times.” This magazine 
article was one of Parker’s best selling aids. The magazine has re- 
tracted this article and has attempted to prevent its use by any 
company.”! 

Parker’s approach was to get the businessman concerned about the 
appraisal of be business and the possibility of being selected by the 
firm for a listing before there was any mention of a retainer. Im- 
pressions were created by inferences and the ambiguous literature.” 

Other credentials contained in the sales kit included a sheet of 
paper upon which was printed “BMA, authorized representative, 
bonded in the amount of $2,500 by the Home Indemnity Co., William 
Parker,” dated April 3, 1953. It is pointed out that Parker did not 
become employed by Business Mart of America, Inc., until 1956, and 
as an ex-convict, he was not bondable. The Home Indemnity Co. 
advised that there was no such authorization by that company. 
Parker also had in his possession membership cards for the Business 
Mart of America, Inc., in the Los Angeles Chamber of Commerce, the 
Illinois State Chamber of Commerce, Chamber of Commerce of the 
United States, and the Chicago Association of Commerce and Industry. 
The possession of these cards by Parker was unauthorized by the 
organizations. He also had a card which read, ‘‘For use only at the 
ofice of Dun & Bradstreet, Inc., subscriber’s representative, intro- 
ducing William Parker, representing Business Mart of America, Inc.” 
There was no authorization to issue such cards to the salesmen.* 

A gimmick which Parker used very successfully was to inform the 
seller that if the seller signed the contract, the company would, at its 
expense, have a buyer ta some distant area immediately trans- 
38 Pp. 38, 59. 
® Pp. 38, 39, 
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ported by airplane to the site of the seller’s business. Here, Parker 
made extensive use of a buyers’ list ** which was published monthly by 
Business Mart of America, Inc. In this list were headings of prac- 
tically every type of business in existence. Under the headings were 
names of potential buyers. He would show this list to the business- 
man. Invariably, the seller would sign the contract. At this time 
the salesman went immediately to the Saiik to cash the check. If the 
bank wished to consult with the seller before cashing the check, the 
salesman was instructed to advise the bank that it was dealing with 
Business Mart of America’s money, and that if the bank did not 
release the funds, Business Mart of America would immediately call 
the State bank examiners. Parker stated he always got the money.* 


THE CONTRACT 


The salesman’s objective in each case is to induce the businessman 
to sign the contract. The companies engaged in these nefarious 
activities generally collect the fee when the contract is signed. Some 
firms, however, collect nothing when the instrument is signed, but at a 
later date sue on the contract. This latter contract is known in the 
confidence field as a ‘‘suit contract.” * 

The contract would be ineffective without the glowing pitch of the 
confidence man. The oral misrepresentations made by the salesmen 
and the wording of the contract are not in the least related. The 
salesmen promise sale of the business. The contracts vary in lan- 
guage with each firm, but basically they all call for advertising. The 
contain such phrases as ‘‘Advertisement agreement with money-bac 
guarantee,” “This is a nonexclusive agreement,” ‘“The above business 
and/or property for sale for the purpose of procuring a buyer,” “The 


ere maintains the right to cancel this contract and to refund 


the full amount of the deposited fee,” and ‘Guaranty bond will be 
issued after acceptance of the listing.”’ 

The contracts usually contain disclaimer clauses which release the 
company from any statements made by their salesmen. In some 
cases, the firm requires the salesmen to sign a contract exonerating it 
from any responsibility for anything said by the salesman.” 

The companies which use the more insidious technique of the suit 
contract instill confidence as the businessman is under the impression 
that he pays nothing until the property is sold. Actually, this type 
of contract is tricky because its import is not understood. e 
contract contains an agreement to publish advertising of the seller’s 
business in the company’s media. The company’s representatives 
assure the seller that the concern has many prospective purchasers 
for this particular property, and that the payment for this advertise- 
ment can be made after the business is sold. The contract is fully 
printed—every phase of it—even the price. This presumably pro- 
tects the customer against any alterations by the salesmen, should 
they be so disposed. The fee, which is printed, appears to be based 
on the asking price of the business and the amount of advertising 
involved. Such fees range from a minimum of $125 up to $3,000. 
The contract is so phrased that it is not completed at the point of 


“on oTE.—*(2) Firms maintain confidential report of buyers falsely representing a list of ready buyers.” 
3 Pp. 49, 56. 
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contact with the seller. In this connection, the seller specifically 
agrees “I will pay you the sum of X dollars at Chicago, Ill., 3 months 
from the date of your acceptance of this advertising agreement.” 
Elsewhere in the contract are the words ‘‘This agreement shall become 
effective only when accepted by our office in Chicago, Ill,” All such 
statements are over the signature of the prospective seller who 
incidentally, is designated in the contract as the advertiser. The full 
import of these terms are not generally understood by prospective 
sellers, nor even by many attorneys. They permit the firm to obtain 
a confession of judgment in Chicago courts, which judgment can 
then be registered with the recorder’s office of the county seat for the 
county where the defendant’s property is located, for the purpose of 
having that property attached by the ace sheriff. There have been 
several hundred such judgments obtained in the Chicago courts. In 
one case, when a victim was asked if the advance-fee firm had sold 
his property, he replied affirmatively, stating that the firm obtained 
a lien upon his property and his property was sold to satisfy the lien.™ 

nother type of contract which is used by Trans-Continental Clear- 
ing House contains a clause which states in substance that the property 
must be sold or a refund made within the terms of the contract. The 
agreement the seller signs contains five specific clauses with which he 
must conform and which competent real estate brokers advise are 
practically impossible to perform. These requirements are numbered 
A to Z in the company’s contract, and are not only confusing, but 
permit a wide interpretation of the adequacies of the information the 
seller is required to submit in order to get a refund.” 

The contract obligations on the part of the advance-fee operators 
are technically performed. The courts look at the contract and find 
that the firm did advertise and a judgment is issued against the busi- 
nessman. The contract is practically a confession of judgment which 
will be enforced in the courts. It could be stated that it is in the 
category of a promissory note.” 


THE BOND 





As soon as the contract is received by the home office, a performance 
bond is immediately mailed to the businessman. The guarantee 
service bond, used by the companies, contains trick phrases that 
render it worthless insofar as a guarantee is colnarntlt: The first 
time the victim sees the bond he realizes that instead of getting a true 
bond, which guarantees the sale of his business as he was led to be- 
lieve by the salesman, he is receiving only a guarantee that the firm 
will furnish some advertising. Practically all the bonds used by the 
companies are the same.“ 


STATE EFFORTS TO CONTROL 


During the past 10 years, several thousand Cr ae against 
unlicensed advance-fee operators have been received by the Federal 
Trade Commission; the U.S. Post Office Department; the Attorneys 
General; the real estate commissioners of the various States; local 
* Pp. 16, 63, 64. 
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district attorneys; National, State and local real estate boards; 
better business bureaus; legal aid foundations; and by private attor- 
neys who have been consulted by their clients in connection with suits 
brought by these unlicensed alvaniele firms to enforce collection 
of the amounts stipulated in their advance-fee contracts. 
running into many millions of dollars are reported by the victims of 
the advance-fee operators. 

There is no way of knowing the number of people who are caught 
in this type of operation, because the records contain only com- 
plainants who wake known the fact that they were misled. From 
experience over many years, the better business bureaus realize that 
individuals generally are hesitant in admitting they were “suckers.” 
They are embarrassed by the fact that they fell prey to a confidence 
game. 

The growth of the advance-fee racket may be illustrated by the 
experiences of the Chicago Better Business Bureau, which began 
receiving complaints in 1950 regarding representatives of one pioneer 
company. At the present time there are 23 such firms in C icago, 
Ill., on which that bureau has received hundreds of complaints. 

Recognizing the extent of the problem, five States enacted specific 
advance-fee laws requiring these operators to be licensed. any 
other States claim that their existing real estate laws cover this type 
of operation, and they have tried to regulate the advance-fee firms 
under them.“ 

The States which have enacted advance-fee legislation have met 
with resistance from the advance-fee operators. In Connecticut, the 
State’s advance-fee law was held unconstitutional. In California, 
one of the advance-fee firms has enjoined the real estate commissioner 
and the attorney general from initiating criminal prosecutions for 
unlicensed activity until it has been determined whether the law is 
constitutional. ‘This case is now tentatively set for trial on a date 
nearly 3 years after original filing.“ 

The activities of these salesmen are usually interstate in character 
and often one salesman has operated in many States. The salesmen 
for these firms float from State to State. This frequent movin 
creates difficulty in the efforts of law-enforcement officials to apprehen 
and convict known violators.“ 

Law-enforcement agencies, after months of preparing cases against 
an advance-fee firm, frequently find the company has gone out of 
business. It is later learned the firm has started a new company 
with practically the same method of operation.” 
| Local district attorneys could prosecute those engaged in this busi- 
ness for either grand theft, criminal conspiracy, or false advertising 
under existing laws in the various States, but generally local district 
attorneys are not cognizant of the ramifications that attend a com- 
plaint brought to them by a victimized customer. Further, local 
district attorneys are hampered by limited county jurisdiction and 
by a lack of facilities to investigate the complex operations of such 
firms.” 

# P. 65. 
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The National Association of License Law Officials, representing real 
estate and business opportunity administrators in 47 of the 48 States, 
has on two occasions expressed itself as believing that Federal legisla- 
tion is necessary to regulate the activities of those engaged in the 
advance-fee operations throughout the United States. 

It has expressed itself in this way because it feels— 

1. Existing State license laws pertaining! to real estate and 
business opportunity have not proven effective in controlling the 
operations of the advance-fee firms for the reasons that— 

(a) In those States where laws exist, such laws have been 
challenged as being unconstitutional. 

(6) They have been challenged in that they attempt to 
encompass within their provisions those who are engaged in 
advertising real estate and businesses for sale. 

(c) It is claimed that existing laws which undertake to 
regulate the activities of those engaged in the real estate and 
business Gppor taney fields cannot cover their activities inas- 
much as they are engaged solely in the advertising field. 

2. The great majority of those engaged in this type of business 
do not confine their activities to a single State, but are engaged 
in interstate commerce and, therefore, State laws are not compe- 
tent to control these activities. 

The Conference of Western Attorneys General at Portland, Oreg., 
Ape 13-15, 1958, adopted a resolution recognizing the existence of the 

vance fee racket and the need to eliminate it. 

The experience of the National Association of Real Estate Boards 
(NAREB) substantiates testimony concerning the advance-fee racket 
as brought out during the hearings. N REB regrets that the 
tremendous progress of the real estate business has been marred by 
this type of operation. Its experience has been that the perpetrators 
of the advance-fee racket are unlicensed real estate brokers whose 
interstate operations have been permitted to flourish, notwithstanding 
the versace and efforts of local real estate boards and State licensing 
law officials.” 

NAREB, through editorials and other media, has fought to alert 
realtors to the problem, and has urged their cooperation with real 
estate commissions and other law enforcement officials in exposing it. 
NAREB emphasizes it is not attacking the principle of paying an 
advance fee for the sale of real estate. Some of the most reputable 
organizations in the real estate business, such as Previews, Inc., and 
the National Real Estate Clearing House, who engage in the interstate 
sale of real estate, charge an advance fee because of the nationwide 
promotional activity in which these organizations engage. 

While NAREB de lores the necessity for Fodeta) eettiation to curb 
this racket, it nasdietealenk concedes that State criminal and licensing 
laws are inadequate to cope with the problem because of its interstate 
character.” 

They also concede that the civil penalties of the Federal Trade 
Commission are inadequate because a cease-and-desist order almost 
invariably results in the dissolution of the offending operation and its 
reappearance in another State under another name. 

Exhibit 10, 
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FEDERAL EFFORTS TO CONTROL 


The Federal Trade Commission first became interested in the 
advance fee racket in the early part of 1955, when it had received 
a number of complaints, primarily from small businessmen. The 
Commission has jurisdiction in this matter because the advertisin 
contracts are all transmitted in interstate shipment. The Federa 
Trade Commission has issued cease-and-desist orders against 5 firms, 
has complaints outstanding against another 5 firms, and is entering 
upon investigation of 20 other groups of operators.*! 

The Postal Inspection Service is charged with the responsibility of 
investigating alleged violations of section 1341, title 18, United States 
Code, which prohibits use of the mails in furtherance of schemes to 
defraud. In the discharge of this responsibility, inspectors have in- 
vestigated numerous complaints relating to the activities of the 
advance fee real estate operators.” 

During the past 5 years, a total of 112 investigations relating to 
advance fee promotions have been authorized. As of July 1958, 19 
cases have been presented to U.S. attorneys for consideration of 
prosecutive action. Prosecution was declined in 9 of these cases, and 
10 are still pending. Investigation in many of the cases is still in 
progress.** 

The Post Office Department has commented that the primary 
difficulty in prosecution of these cases lies in proving that the salesman 
actually misrepresented the services which would be furnished, and, 
further, that, if misrepresentations were in fact made, the brokerage 
firm or principal had knowledge of or responsibility therefor.* 

The postal authorities have stated that a reading of S. 3889 indi- 
cates that it may not overcome the difficulties inherent in obtaining 
prosecution in these cases.*? 

The Department of Justice, by letter dated August 1, 1958, advised 
the subcommittee it was of the opinion that existing Federal statutes, 
such as 18 U.S.C. 1341 (mail fraud), 18 U.S.C. 1343 (fraud by wire), 
and 18 U.S.C. 2314, cover fraud of the general type contemplated by 
S. 3889, and, therefore, this bill would be unnecessary. 


CONCLUSIONS 


(1) A substantial number of businessmen are being defrauded of 
millions of dollars annually by advance fee firms which enter into con- 
tracts with them to advertise their businesses on a national scale. 
The salesmen for these firms make use of all types of oral deception, 
and are able to convince the victim that if he signs the contract his 
business will be sold in a very short period of time. The oral mis- 
representations made by the salesmen and the wording of the contract 
are not in the least related. The business is merely listed in one or 
two classified ads in newspapers, or in a catalog put out by the firm. 
Resulting sales are less than one-half of 1 percent. 

(2) The Federal Trade Commission is spending much time and 
money in its efforts to combat the advance fee racket. The Com- 
mission has been doing an excellent job and has been successful in 
issuing cease-and-desist orders. However, its effectiveness is limited 
because its civil remedy may eliminate one company, only to have 


| Appendix O. 
® Appendix D. 
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five others come into existence. The Federal Trade Commission 
does not have criminal jurisdiction. 

(3) During the past 10 years, thousands of complaints against un- 
licensed advance fee operators have been received by the real estate 
commissioners of the various States, local district attorneys, State 
and local real estate boards, better business bureaus, and legal aid 
foundations. These State agencies have had little success in combat- 
ing the racket and feel that strong Federal legislation is needed. 

(4) The Postal Inspection Service, under title 18, United States 
Code, section 1314 (mail fraud), has conducted numerous investiga- 
tions into the advance fee field but. has not been able to obtain prose- 
cutions because of the extreme difficulty of obtaining proof. The 
Post Office Department feels that the same inherent difficulty of 
proof may be present in S. 3889. 

(5) The Department of Justice is of the opinion that the existing 
Federal statutes covering fraud of the general type contemplated by 
the bill are adequate, and that there is no need for S. 3889. 


RECOMMENDATIONS 


The subcommittee makes the following recommendations: 

(1) The Federal Trade Commission continue its efforts in combating 
the fraudulent advance fee operators. 

(2) The Post Office Department put into effect a prime program 
under the mail. fraud.statute. with. the objective of eliminating. the 
advance fee racket. The subcommittee recognizes the difficulty of 
obtaining proof in this type of fraud. It feels that special emphasis 
in this field by the Post Office Department and the Department of 
Justice may result in an extermination of the racket. 


(3) The subcommittee feels that legislation is necessary to control 
the operations of advance fee firms. In view of the opinion of the 
Department of Justice that existing Federal fraud statutes are ade- 
quate, future hearings should be held to determine the effectiveness 
of the present statutes with a view to formulating new legislation. 
It is felt that some type of stronger Federal control, such as Federal 
licensing of such firms, is perhaps needed. 


The members of the Committee on Government Operations, except 
those who are members of the Senate Permanent Subcommittee on 
Investigations, did not sit in on the hearings on which the above 
report was prepared. Under these circumstances, they have taken 
no part in the preparation and submission of the report, except to 
authorize its filing as a report made by the subcommittee. 


59001°—59 8. Rept., 86-1, vol. 1——18 








APPENDIXES 


APPENDIX A 


‘In 1958 the National Association of License Law Officials conducted 
a national survey of advance-fee firms. The following list is composed 
of advance-fee against which complaints have been registered 
with NALLO.' 

Affiliated Brokers, Inc., 176 West Adams Street, Chicago, IIl., also 
known as Business Co-Op Inc. 

All-State Brokerage Corp., 79 West Monroe Street, Chicago, Ill., also 
known as All-States Business Brokers. 

— Business Exchange, 111 North Wabash Avenue, Chicago, 


American Buyers & Sellers, Hollywood; Calif. 
American Commercial & Industrial Systems, 1260 North Dearborn 
Street, Chicago, Ill. 
American Equitable Corp., 35 East Wacker Drive, Chicago, Ill. 
Associated Buyers & Sellers, 1721 North Cherokee Avenue, Holly- 
wood, Calif., also known as Frederick F. Paul Letters. 
Atlantic Sales Co., New York, N.Y. 
Bond & Co., 3504 East Colfax, Denver, Colo. 
Brokers Locater Corp., 347 Fifth Avenue, New York, N.Y. 
Bush Business Exchange, Kansas City, Mo. 
a Mart of America, Inc., 5723 Melrose Street, Los Angeles, 
alif. : 
30 North La Salle Street, Chicago, Ill. 
795 Peachtree Boulevard, Atlanta, Ga. 
23 West 47th Street, New York, N.Y. 
Business Opportunities Co., 115 RR Avenue, Toledo, Ohio: 
Evanston, Ill. 
Buyers & Sellers Blackboard, also known as Eastern Buyers Exchange 
Buyers & Sellers Service of America, 6546 Hollywood Boulevard, 
suite 204, Hollywood, Calif. 
Business Sales, Inc., Chicago, Iil. 
C. A. Tex, Inc., 1213 Capital Avenue, Houston, Tex. 
Cash Finders, Kansas City, Mo. 
Central States Associates, 30 North La Salle Street, Chicago, Il. 
Charles Ford & Associates of the East, Inc., New York, N.Y. 
ee a Associates of Midwest, Inc., 10 North Clark Street, 
icago, Ill. 
Charles Ford & Associates of the South, Inc., 87 Walton Street NW., 
Atlanta, Ga. 


1 Pp, 25, 26, 27; exhibit 10. 
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Charles Ford & Associates of the West, Inc., 6425 Hollywood Boule- 
vard, Hollywood, Calif. 
Coat to Coast Brokerage Corp., 6 North Michigan Avenue, Chicago, 


10 North Clark Street, Chicago, Ill. 
Continental Business Buyers, Inc., 804 Grand Avenue, Kansas City, 


Mo. 
ae ees Clearing House, 333 North Michigan Avenue, Chicago, 


Dudley & Associates, Chicago, Ill. 

Eastern Real Estate Sales, Inc., New York, N.Y. 

Executive Sales, Inc., New York, N.Y. 

Federal Sales, Inc., New York, N.Y. 

First American Brokers Service, Salt Lake City, Utah. 

Interstate Brokerage Co., 30 North La Salle Street, Chicago, Ill. 
Interstate Exchange Corp., 30 North La Salle Street, Chicago, IIl. 
Kash Finders, 230 North Market Street, Wichita, Kans. 

Lenders Service Corp., 5723 Melrose Avenue, Los Angeles, Calif. 

~— _e Financial Advertising, 210 Fifth Avenue, New York, 


Mutual Business Sales, Inc., Delaware. 
Mideast od Report, 424 Book Building, Detroit, Mich., also 
known as T. Wayne Winn Co. 
Nation Wide Business Brokers, Inc., 176 West Adams, Chicago, IIl. 
National Business & Property Exchange, Inc., 5400 Wilshire Boule- 
vard, Los Angeles, Calif. 
National Business & Property Exchange of Illinois, Inc., Illinois. 
National Business Service, Inc., 901 Bitting Building, Wichita, Kans. 
Nichols & Associates, Inc., 130 North Wells Street, Chicago, Ill. 
Nichols & Associates, Inc., 100 West. Monroe Street, Chicege Ill. 
Pacific Empire, 369 West Portal Avenue, San Francisco, C if. 
Pioneer Investment Co:, 2166 Market Street, San Francisco, Calif. 
Pioneer Business Service, Council Bluff, lowa 
Lee Purrvin, 640 West Addison, Chicago, Ill. 
Registered Brokerage Corp., 176 West Adams, Chicago, Ill. 
Rendlog Sales Co., 1780 Broadway, New York, N.Y. 
1775 Broadway, New. York, N.Y. : 
a System, Inc., Victor Building, 6 West 10th Street, Kansas City, 
0. 
J. E. Shotland Co., 2909 West Cary Street, Richmond, Va. 
T. Wayne Winn Co., 424 Book Building, Detroit, Mich. 
Trans Brokerage Co., 1260 North Dearborn, Chicago, IIl. 
Transcontinental Clearing House, Inc., 5735 Vinsena Avenue S., 
Minneapolis, Minn. 
1260 North Dearborn Street, Chicago, Ill. 
ben Consultants of America, Inc., 15 West 44th Street, New York, 


347 Fifth Avenue, New York, N.Y. 
Trade Locaters, 712 East 31st Street, Kansas City, Mo. 
Troban, Inc., 1139 South Wabash Avenue, ceeenans Ill. 
Union Interchange, Inc., of California, 5617 Hollywood Boulevard, 
Los Angeles, Calif. ; 
Union Interchange, Inc., of Colorado, Guarantee Bank, 1321 Lincoln 
Street, Denver, Colo. 
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United Business Exchange, Albee Building, suite 412, 15 G Street, 
Washington, D.C. 
— Interchange, Inc., of Idaho, 1 North La Salle Street, Chicago, 
United Interchange, Inc., of Massachusetts, Massachusetts. 
United Interchange, Inc., 114 East 32d Street, New York, N.Y. 
Unitet Interchange, Inc., of Texas, 4232 Herschel Avenue, Dallas, 
ex. 
Universal Business Services, Inc., suite 410-11, Jefferson Tower, 
Dallas, Tex. 
Universal Interchange, Inc., 114 East 32d Street, New York, N.Y.: 
Los Angeles, Calif. 
U.S. Buyers Report, Inc., 5410 Wilshire Boulevard, Los Angeles, Calif. 
Ward Hall & Associates, Chicago, Ill. 
World Wide Brokerage Corp., 100 West Monroe, Chicago, IIl.: 
40 North La Salle, Street, Chicago, Ill 








































Apprnpix B 


tor Cononzee S. 3889 


IN THE SENATE OF THE UNITED STATES 
May 22, 1958 





Mr. Munoprt (for himself and Mr, McCueiuan) introduced the following bill 
A BILL 


To amend chapter 47 of title 18 of the United States Code to prohibit 
the receipt of fees in connection with the execution of contracts 
for the rendition of certain services connected with the sale of 
real property in interstate or foreign commerce which have been 
induced by fraudulent misrepresentations, and for other purposes. 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) chapter 47 of title 
18 of the United States Code (entitled “Fraud and False Statements”) 
is amended by adding at the end thereof the following new section: 
“‘§ 1027. False representations incident to certain sales. 

“‘(a) Whoever, being a person engaged or purporting to be engaged, 
on his own account or for or on behalf of any other person, in the 
business of obtaining listings, selling advertising, or rendering any 
other service incident to the sale of property to purchasers asining 
in any State other than the State in which such property is situate 
or in any foreign country— 

“‘(1) for the purpose of inducing the owner of any interest in 
real property to enter into any contract authorizing such per- 
son to render any such service incident to the sale of such interest, 
makes or procures the making of any oral or written false repre- 
sentation to such owner with respect to the nature or extent of 
the services to be rendered by any such person under such con- 
tract, with knowledge that such representation is false or mis- 

leading, or with intent to deceive or defraud such owner; 
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(2) executes, for himself or for or on behalf of any other per- 
son, a contract under which any such person is authorized by 
the owner of such interest to render any such service incident to 
the sale of such interest; and 

(3) receives, for himself or for or on behalf of any other per- 
son, from such owner for or in connection with the execution of 
such contract, any money or any other thing of value, shall be 
fined not more than $5,000, or imprisoned not more than five 

ears or both. 
«) As used in this section— 

“(1) The term ‘State’ means any State or Territory of the 
United States, the District of Columbia, the Panama Canal Zone, 
or the Commonwealth of Puerto Rico. 

“(2) The term ‘person’ means any individual, partnership, 
corporation, association, other legal entity.” 

(b) The analysis of such chapter is amended by adding at the end 
thereof the following new item: 


“1027. False representations incident to certain sales.” 


Apprenpix C 


FEepERAL TRADE COMMISSION, 
Washington 25, July 14, 1958. 


Hon. Henry M. Jackson, 
Acting Chairman, Permanent Subcommittee on Investigations, Commit- 
tee on Government Operations, U.S. Senate, Washington, D.C. 
Dear Mr. Cuarrman: This is in reply to your request of June 


25, 1958, for comment upon S. 3889, 85th Congress, 2d session, a 
bill to amend chapter 47 of title 18 of the United States Code to 
prohibit the receipt of fees in connection with the execution of con- 
tracts for the rendition of certain services connected with the sale 
of real property in interstate or foreign commerce which have been 
induced by fraudulent misrepresentations, and for other purposes. 

The purpose of this bill, as you note in your letter, is to eliminate 
the illegitimate advance-fee operators, in interstate real property 
transactions. This is proposed to be affected by providing that 
under certain circumstances receipt of fees by those subject to the 
law shall be subject to a maximum penalty of a fine of $5,000 and 
imprisonment for 5 years. The persons subject to the law would be 
those engaged in the business of obtaining ow selling advertising 
or rendering any other service incident to the sale of property located 
in one State to purchasers residing in another State or a foreign 
country. The action to be rendered unlawful would be the making 
or procuring of the making of an oral or written false representation 
concerning the nature or extent of such services to be rendered, made 
to induce the owner of an interest in real property to execute a con- 
tract authorizing services incident to sale thereof, when such a contract 
actually is executed and payment thereunder is made. 

You are correct in your understanding that the Commission, as 
early as 1955, began action against enterprises using false and deceptive 
representations of this type in the course of their operations in inter- 
state and foreign commerce. An account of this action and its current 
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rogress may be of interest to your committee in its consideration of 
. 3889. 

The Commission’s investigations have led, so far, to the initiation 
of formal proceedings against 10 enterprises of this type, by complaint 
alleging their practices to be violations of the Federal Trade Commis- 
sion Act. Five of these cases have reached decision, without contest, 
and orders to cease and desist have been issued. Another is now be- 
fore the Commission for decision upon a hearing examiner’s recom- 
mendation for the issuance of an appropriate cease-and-desist order 
also without contest by the respondents. In three more cases couns 
ae are working toward a similar disposition. The remaining 
case is being contested, and the litigation is in the stage of taking 
evidence before a hearing examiner. 

The first complaint was issued March 23, 1956, and the most recent 
on May 8, 1958. The first order to cease and desist was issued on 
August 3, 1956, and the most recent on April 29, 1958. Investiga- 
tions currently are in progress into the activities of about 20 other 
groups of operators, and it appears that most of these will be com- 
pleted, to the point at which decision can soon be made as to the 
appropriateness of formal complaint. It is, of course, not possible 
now to predict with any reasonable degree of accuracy how many of 
these investigated operations will result in the issuance of formal 
complaint alleging violation. 

The method of operation involved in these cases appears to have 
been developed by a few operators, in the. early years of this decade. 
Its novelty and success attracted imitators, and employees of the 
early successful operators started their own enterprises after learning 
the technique. As a result the number of groups and the area of their 
operations began to increase rapidly at about the time the activities 
had come to the Commission’s attention and investigation had been 
started. Most of the enterprises which have been the subject of order 
or complaint or are under investigation involve several corporations 
or individuals, so that the effective scope of each order is several 
times the number of cases. For example, the 5 complaints now in 
process involve 11 corporations and 22 individuals. The approxi- 
mately 20 enterprises now under investigation should involve about 
the same ratio. 

The Commission’s powers of remedial action are far broader in scope 
than the proposed legislation. For example, the orders issued to date 
in this type of case have prohibited false and deceptive representations 
in soliciting for sale not only real property but also businesses, and 
have applied not only to situations in which the enterprise renders 
services incident to sale, but also to enterprises not rendering the 
services but only falsely representing themselves as doing so, and not 
only to enterprises involving purchasers, but also those where no 
purchaser exists, and not only to cases in which property and purchaser 
are in different States, but also to all such false representations in the 
course of operations in interstate commerce, whether or not the pur- 
chaser, if any, and the property are in different States. This broad 
scope of remedial action is possible because the Federal Trade Com- 
mission Act is in general terms and therefore is applicable to all the 
many variations of a basic scheme, such as the varied ones being used 
by the different operators in this field. 

The bill, if enacted, would not affect the duties or functions of the 
Commission. Enforcement of its provisions would be within the 
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responsibility of the Department of Justice. The Commission, 
therefore, does not oppose enactment. 
By direction of the Commission, 
Joun W. Gwynne, 
Chairman, 


Apprnpix D 


SraTeMENT OF CurEeF Postat Inspector D. H. StepHens PREPARED 
FOR SENATE CoMMITTEE ON GOVERNMENT OPERATIONS IN Con- 
NECTION WitH HeEarinGs on S. 3889 


The Postal Inspection Service is charged with the responsibility of 
investigating alleged violations of section 1341, title 18, United States 
Code, which prohibits use of the mails in furtherance of schemes to 
defraud. In the discharge of this responsibility, inspectors have in- 
wetignier numerous complaints relating to the activities of the 
so-called advance fee real estate operators. 

It is believed that .a brief resume of the modus operandi of these 
promoters may be helpful to the committee in its consideration of 
the need for additional legislation to cope with the problems presented 
by these schemes, 

MODUS OPERANDI 


A. Leads.—Circular letters, which include a business reply card, 
are mailed out with attractive wording indicating that now is the time 
to sell businesses. (This circular is calculated to appeal to people 
who have business or property for sale and who are desirous of ob- 


taining a better price than they can get locally.) 
B. Followup.—Answers to the circular letters are followed up with 
form letters indicating that a qualified ert representative, or 


survey representative, will call shortly to 
of the property. 

C. Action by survey representative —The survey representative signs 
up the prospective seller to a contract containing a statement that the 
company will not be bound by anything except the terms of the con- 
tract and that the contract may be rejected within a certain number 
of days and the advance-fee deposit refunded. The advance fee, 
collected at the time the contract is signed, usually amounts to 1 per- 
cent of the total sales asking price, and it is indicated that in the event 
of sale approximately 10 percent commission will be due, minus the 
amount of the advance fee. Complainants are universal in claiming 
that they paid the advance fee because the survey representative was 
insistent that it represented earnest money to insure that they would 
not back out of the or sale when a prospect was brought around, 
Very little is said about the advertising for which the contract indi- 
cates the advance fee is collected, and many complainants claim to 
have been assured the fee would be returned if no sale was made during 
the term of the contract. 

D. Advertising —The volume of advertising seldom approximates, 
or exceeds, the amount spent for salesmen’s commissions, and it is 
obviously aimed at securing more victims for the concern, the secur- 
ing of prospective purchasers taking a secondary place. 


iscuss the proposed sale 
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E. Sales.—These companies are very reluctant to give any state- 
ment showing the proportion of sales to the proportion of contracts 
entered into and are evasive concerning the contracts turned down 
within the time limit specified in the contract. However, it is 
indicated that the sales made by one concern, Charles Ford & Asso- 
ciates of the West, approximate only about 6 percent of the contracts 
entered into on which advance fees were collected. 

F. Prospective purchasers.—It is apparent that these companies 
make no investigation of people who indicate a desire to purchase 
property to determine their ability to do so, but most of them scatter 
these names around among patrons who complain in an effort to 
convince them that a sincere effort is being made to sell their property. 

G. Associated brokers —These brokers are obtained by mailing out 
to brokers all over the country attractive circulars containing business 
reply cards to be filled out and returned. When a business reply card 
is received in the home office of the company, the prospective asso- 
ciated broker is mailed a contract which requires no active perform- 
ance on his part, but which he may sign and return after which he 
receives certain insignia to put in his office window showing that he 
is an authorized associated broker and can act for the parent company. 
When analyzed as to the commission features, these contracts provide 
so little to the associated broker that he does not undertake to actively 
sell any of the property about which he is notified, since his expenses 
in doing so would exceed the amount of his portion of commission on 
the property. 

H Qualifications of survey representative——Although these people 
are invariably presented to the victim as appraisal experts, or survey 
representatives, it has been ascertained they are simply high-pressure 
salesmen, most of whom have had no previous real estate experience, 
but who are solely interested in signing up these contracts to secure 
the 35 percent commission earned thereby. In proceedings before 
the Licensing Commission, State of New York, a salesman named 
Kitzman testified that he had secured 100 listings and advance fees 
in 1952 and 100 advance fees in 1953, realizing a sum in excess of 
$27,000 in commissions. This one salesman, therefore, during a 
2-year period mulcted the public in excess of $27,000 in advance fees. 
meen d not assure the commission that any of these properties were 
sold. 

It may be stated that it is indicated these promoters have spent a 
great deal of money in legal fees in an effort to justify their retention 
of licenses in a number of States. Various and sundry of them have 
also spent considerable money for legal talent in defending individual 
salesmen caught operating illegally in various States, and have actu- 
ally refunded money to complainants in some States possibly to mini- 
mize the pending criminal prosecution of said salesmen. ‘There seems 
to be a sort of loosely knit connection between them inasmuch as the 
names of the same people have been signed to correspondence emanat- 
ing from different offices. When anyone connected with any of these 
companies is hailed before the bar, the companies have submitted 
elaborate briefs in an effort to convince the authorities that they are 
engaged solely in the sale of advertising and are not real estate brokers 
in the usual sense of the word. 

During the past 5 years, a total of 112 investigations relating to 
advance fee promotions have been authorized. As of this date, 19 
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cases have been presented to United States attorneys for consideration 
of prosecutive action. Prosecution was declined in 9 of these cases 
and 10 are still pending. Investigation in many of the cases is still in 
progress. 

It is difficult to estimate with any degree of accuracy the amount 
of money filched from the public by such promotions, but it is safe to 
say that it will aggregate many millions of dollars. 

Although complainants report numerous misrepresentations made 
to them verbally by sales representatives of advance fee brokerage 
concerns, it has been impossible in most cases to obtain sufficient 
evidence to show that the promoters of the brokerage companies 
sanctioned or acquiesced in such misrepresentations. A studied 
effort apparently is made to make it appear that the operations of the 
field representatives are without the sanction of the home office. 

The primary difficulty in prosecution of these cases is to prove 
that the salesman actually misrepresented the services which would 
be furnished and, further, that if misrepresentations were in fact 
made, the brokerage firm or principal had knowledge of or respon- 
sibility therefor. The contract which is executed on behalf of the 
brokerage concern generally provides simply for advertising the prop- 
erty and makes no mention of the availability of a buyer, etc. Since 
the brokerage concerns do advertise the property, it generally is 
made to appear that the owner of the business to be sold has received 
everything which the contract provided for. 

In closing, it may be said that a reading of S. 3889, the bill under 
consideration, indicates that it may not overcome the difficulties 
inherent in obtaining prosecution in these cases. It would seem that 
the same problems encountered in obtaining prosecution in 18 U.S.C. 
1341, as previously noted, will still obtain. 


O 
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86TH CONGRESS ' SENATE 
1st Session 


ANNUAL REPORT 


Fesrvary 2, 1959.—Ordered to be printed 


Mr. McCuettan, from the Committee on Government Operations, 
submitted the following 


REPORT 


INTRODUCTION 


Pursuant to the Legislative Reorganization Act of 1946 and rule 
XXV of the Standing Rules of the Senate, the Senate Permanent Sub- 
committee on Investigations of the Committee on Government Oper- 
ations is given the duty of studying the operation of Government 
activities at all levels, with a view to determining its efficiency and 
economy.! The executive branch of the Government of the United 
States today represents the largest business enterprise in the country. 
The several hundred departments, agencies, and independent offices 
of this mammoth organization are composed of 4,955,000 employees. 
For the fiscal year 1959, beginning July 1, 1958, Congress appropriated 
$76 billion for the operation of this executive branch. Obviously, the 
efficiency and economy of the operations of the Government on such 
a vast and multileveled scale are not only of great interest to, but 
directly or indirectly affect the welfare of each of its citizens and of 
American enterprise generally. 


1 Legislative Reorganization Act, 1946, Public Law 601, 79th Cong., 2d sess., subsec. (g) of rule XXV of 
the Standing Rules of the Senate: 


“(g)(1) Committee on Government Operations ! to consist of 13 Senators, to which committee shall be 
eee all proposed legislation, messages, petitions, memorials, and other matters relating to the following 
su S: 


“‘(A) Budget and accounting measures, other than ap tions. 
‘*(B) Reorganizations in the executive branch of the ernment, 
“(2) Such committee shall have the duty of— 

“(A) Receiving and examining reports of the Comptroller General of the United States and of sub- 
pers J dap: pan apenas hae emer asin nimamieanirnaed or desirable in connection with the 
su matter of such reports; 

“(B) Stud the operation of Government activities at all levels with a view to determining its 


nent clency; 
Gow valuating the effects of laws enacted to reorganize the legislative and executive branches of the 


vernment; 
“(D) Stud the intergovernmental re! between the United States and municipalit 
and between the United States and ee onl oomanmecs of which the United States is a member.” 


18, Res. 280, «» 20 ; Mar. 3, 1 from Committee on E itures. 
oe eo ome agreed to Mar. 3, 1952, changed name from on Expend 
1 
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The Congress, by virtue of its function of appropriating funds for 
the operation and management of this enormous and complex enter- 
prise, has the additional responsibility of determining whether or not 
the various agencies of the executive branch are being operated in 
accordance with congressional intent and in keeping with budgetary 
representations. This involves the necessity of being kept advised 
as to the consistent exercise of good judgment in each of the various 
departments, to assure intelligent and efficient continuity of operation. 

Periodically the need arises for new legislation to correct various 
inadequacies or for appropriations necessary to implement or modify 
various programs initiated within the several agencies. It is, of 
course, & virtual impossibility for any Member of the Senate or his 
staff to undertake independent inquiry in the various areas involved 
in each such instance, due to the complexity, the size, and the scope 
of the executive branch of the Government. 

This subcommittee, whose jurisdiction and responsibility in effect 
make it a watchdog over the executive branch of the Government, 
was established for the purpose of making specific inquiries of this 
nature for the Congress, with a staff of ale investigators. Through 
its investigations, the subcommittee strives to attain constructive 
results, and its activities are not directed toward exposing irregulari- 
ties or mismanagement in the executive branch of the Government 
for publicity purposes. The paramount consideration is always to 
further assure efficiency and economy of operation. In carrying out 
its duties the subcommittee holds many hearings in executive session, 
particularly where the national security is involved. Public hearings 
are held, of course, in those instances where it is deemed that such 
hearings can be profitably utilized as a medium for enlightening the 
general public as to the subject matter involved in such proceedings, 


It should be pointed out that ——— investigations are not 


trials. Rules of law or evidence followed by the courts are not ap- 
plicable to congressional hearings, although in attempting to protect 
the rights of witnesses, this subcommittee has form adopted var- 
ious rules of procedure which it feels go as far as possible in that diree- 
tion. These rules are as follows: 

(1) No major investigation shall be initiated without approval of 
either a majority of the subcommittee or a majority of the full Com- 
mittee on Government Operations. However, preliminary inquiries 
may be initiated by the subcommittee staff with the approval of the 
chairman of the subcommittee. 

(2) Subpenas for attendance of witnesses and the production of 
memorandums, documents, and records shall be issued by the sub- 
committee chairman or by any other member of the subcommittee 
designated by him. 

(3) The chairman shall have the authority to call meetings of the 
subcommittee. This authority may be delegated by the chairman 
to any other member of the subcommittee when necessary. The 
chairman shall not schedule any hearings or series of hearings outside 
the District of Columbia without giving at least 48 hours’ notice 
thereof to the members of the subcommittee. 

No public hearing shall be held if the minority members unanimously 
object, unless the full Committee on Government Operations by 4 
majority vote approve of such public hearing. 





















REPORT OF COMMITTEE ON GOVERNMENT OPERATIONS 3 






(4) Should a majority of the membership of the subcommittee 
request the chairman in writing to call a meeting of the subcommittee, 
then in the event the chairman should fail, neglect, or refuse to call 
such meeting within 10 days thereafter, such majority of the subcom- 
mittee may call such meeting by filing a written notice thereof with 
the clerk of the subcommittee, who shall promptly notify in writing 
each member of the subcommittee. 

(5) Any two members of the subcommittee shall constitute a 
quorum for the purpose of taking testimony under oath in any given 
case or subject matter before this subcommittee, as authorized by 
Senate Raechution 180, 81st Congress, 2d session. 

(6) All witnesses at public or executive hearings who testify to 
matters of fact shall be sworn. 

(7) Counsel retained by any witness and accompanying such 
witness shall be permitted to be present during the testimony of such 
witness at any public or executive hearing, and to advise such witness, 
while he is testifying, of his legal rights. Provided, however, that any 
Government officer or employee being interrogated by the staff or 
testifying before the committee and electing to have his personal 
counsel present shall not be permitted to select such counsel from the 
employees or officers of any governmental agency. This rule shall 
not be construed to excuse a witness from testifying in the event his 
counsel is ejected for contumacy or disorderly conduct; nor shall this 
rule be construed as authorizing counsel to coach the witness, answer 
for the witness, or put words in the witness’ mouth. The failure of 
any witness to secure counsel shall not excuse such witness from attend- 
ance in response to subpena. 

(8) Any witness desiring to read a prepared or written statement in 
executive or public hearings shall file a copy of such statement with 
the counsel or chairman of the subcommittee 24 hours in advance 
of the hearings at which the statement is to be presented. The 
subcommittee shall determine whether such statement,may be read 
or placed in the record of the hearing. 

(9) A witness may request, on grounds of distraction, harassment, 
or physical discomfort, that during his testimony television, motion 
picture, and other cameras and lights shall not directed at him, 
such request to be ruled on by the subcommittee members present 
at the hearing, 

(10) An accurate stenographic record shall be kept of the testimony 
of all witnesses in executive and public hearings. The record of his 
own testimony whether in public or executive session shall be made 
available for inspection by witness or his counsel under committee 
supervision; a copy of any testimony given in public session or that 
part of the testimony given by the witness in executive session and 
subsequently quoted or made part of the record in a public session 
shall be made available to any witness at his expense if he so requests. 

(11) Interrogation of witnesses at subcommittee hearings shall be 
conducted on behalf of the subcommittee by members and authorized 
subcommittee staff personnel only. 

(12) Any person who is the subject of an investigation in public 
hearings may submit to the chairman of the subcommittee questions 
in writing for the cross-examination of other witnesses called by the 
subcommittee. With the consent of a majority of the members of 
the subcommittee present and voting, these questions shall be put to 


59001°—59_ §. Rept., 86-1, vol. 1——19 
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the witness by the chairman, by a member of the subcommittee, or 
by counsel of the subcommittee. 

__ (13) Any person. whose name is mentioned or who is specifically 
identified, and who believes that testimony or other evidence presented 
at a public hearing, or comment made by a subcommittee member or 
counsel, tends to defame him or otherwise adversely affect his reputa- 
tion, may (a) request to appear personally before the subcommittee 
to testify in his own behalf, or, in the alternative, (6) file a sworn 
statement of facts relevant to the testimony or other evidence or 
comment complained of. Such request and such statement shall be 
submitted to the subcommittee for its consideration and action. 

(14) All testimony taken in executive session shall be kept secret 
and will not be released for public information without the approval 
of a majority of the subcommittee. 

(15) Nosubcommittee report shall be released to the public without 
the approval of a majority of the subcommittee. 

(16) All staff members shall be confirmed by a majority of the 
subcommittee. After confirmation, the chairman shall certify staff 
appointments to the financial clerk of the Senate in writing. 

(17) The minority shall select for appointment to the subcommittee 
staff a chief counsel for the minority who shall, upon being confirmed, 
work under their supervision and direction; who shall be kept fully 
informed as to investigations and hearings, have access to all material 
in the files of the subcommittee, and when not otherwise engaged, 
shall do other subcommittee work. 

One clerk on the subcommittee staff, acceptable to it, shall be 
assigned to the minority. When not otherwise engaged, such clerk 
shail be assigned other duties for the subcommittee. 

During the past year, the subcommittee’s investigations and hear- 
ings concerned the operations of many governmental agencies includ- 
ing the Department of Defense, the Department of the Army, the 
Department of the Air Force, Department of State, the Department 
of the Post Office, the Federal Trade Commission, and the Interna- 
tional Cooperation Administration. Many of the hearings which are 
briefly summarized in this report were held in executive session and 
no Senate report was ever made. In several cases various deficiencies 
administrative in nature were brought to the attention of the executive 
branch involved for corrective action without hearings. 

On January 30, 1957, the Select Committee on Improper Activities 
in the Labor or Management Field was created by the Senate under 
the chairmanship of Senator John L. McClellan pursuant to Senate 
Resolution 74, and it was continued pursuant to Senate Resolution 
221, dated January 29, 1958. Six professional members of the staff 
of the Senate Permanent Subcommittee on Investigations have been, 
and still are on loan, to the select committee. In addition, one clerk 
from this subcommittee was loaned to the select committee and two 
clerks worked jointly for both committees. Thus approximately 
$98,000 of the $200,000 which was appropriated to the Senate Per- 
manent Subcommittee on Investigations has been expended for pur- 
poses connected with the Select Committee on Improper Activities 
m the Labor or Management Field. 

The subcommittee wishes to extend its sincere appreciation to 
Joseph Campbell, Comptroller General of the United States, for the 
excellent cooperation which he and members of his staff have rendered. 
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We are particularly grateful for the many investigations and reports 
which that agency made at the request of the subcommittee, and for 
the investigator who was loaned to assist the subcommittee staff. 


ARMED SERVICES TECHNICAL INFORMATION AGENCY (ASTIA) 


On April 26, 1958, newspaper publicity revealed that John W. 
Dukeminier, a 24-year-old employee at the Library of Congress, over 
a period of several months had taken, without authorization, several 
hundred classified documents from the Technical Information Di- 
vision, Library of Congress, which also operated as the ASTIA Refer- 
ence Center (ARC) under an agreement with the Armed Services 
Technical Information Agency. On April 24, 1958, he notified the 
National Security Council that he had these documents which he 
thereafter, upon request, gave to representatives of the Office of 
Special Investigations of the Air Force. As a result of this publicity, 
the subcommittee conducted a preliminary inquiry into the security 
measures of ASTIA which resulted in executive sessions before this 
subcommittee on June 6 and 12, 1958, under the acting chairmanship 
ef Senator Henry M. Jackson. ASTIA is an executive agency ad- 
ministratively operated by the Air Force for the purpose of providing 
an effective flow of scientific information to holders of contracts with 
the Department of Defense. It is a triservice organization, having 
hundreds of thousands of classified documents in its possession which 
must be cataloged and then disseminated. 

From 1953 to 1958 the Library of Congress performed cataloging 
and other technical services for ASTIA. In this work it operated 
under Air Force security regulations and not those of the Library. 
It reported various security violations to ASTIA. its employees, 
however, who were cleared by ASTIA, were actually pa‘d by the 
Library of Congress on a reimbursable basis from the Air Force. 

Dukeminier entered on duty with the Library of Congress in Febru- 
ary of 1957 in the Science and ‘Technological Information Division. 
He was not authorized to receive classified information in any form. 
On several occasions he was dispatched to the ASTIA reference center 
section of the Library, which was the restricted area, in order to pick 
up unclassified material for his division. On several occasions he was 
permitted to roam without escort, On these occasions, he selected 
certain classified documents which he surreptitiously removed. 

During the course of his employment, Dukeminier found or took a 
total of 548 classified documents. He testified that his actions were 
motivated by a desire to expose the weak security system and to reveal 
to the public the ready access that unauthorized persons have to 
classified defense information. Ho had placed most of these docu- 
ments in a closet in the room where he lived, which room was cleaned 
yy a maid and which was accessible to other individuals in the building. 

¢ has been dismissed by the Library of Congress. 

In the spring of 1958, the agreement with the Library was mutually 
terminated by the Library and ASTIA. This termination caused to 
be removed to Arlington Hall, Va., all of the documents in the posses- 
sion of the Library. The vast majority of the Library employees on 
the ASTIA project now became employees of ASTIA as such. After 
the move had been completed, Dukeminier found 136 negatives, 
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elassified as ‘“‘secret,”’ in the area formerly used by the ASTIA reference 
center in the Library of Congress. 

Testimony revealed that the guard system at ASTIA was totally 
inadequate. As a practical matter, three guards were on duty until 
midnight. No guards were on duty from midnight until early the 
next morning. No guards were on date on weekends. There was no 
alarm system at ASTIA. This, despite the fact’ that there were 
hundreds of thousands of classified documents in ASTIA’s possession, 
There was, however, a barbed wire fence with perimeter guards pro- 
tecting the building on its outside. 

Testimony also revealed that there was no system of intras 
accountability of documents at ASTIA, and hence there was no way of 
knowing which documents were actually in the agency at any given 
time. ‘The commander of ASTIA gave an estimate of the number 
of classified documents, stating that it might be accurate within two 
or three hundred thousand. ‘Testimony disclosed that on the basis of 
the information developed, any document in ASTIA could be compro- 
mised by an individual without it ever being known. Thus, if an 
individual would steal documents and destroy them, and subsequently 
admit his wrongdoing, ASTIA would be unable to advise what docu- 
ments had been taken. 

The subcommittee was greatly concerned about these inadequacies 
and insisted that action be taken immediately to correct these delin- 
quencies in this highly classified agency. A short time after the 
hearings, the subcommittee was advised that the guard system had 
been increased from 3 to 21, and that plans had been formulated 
for an intraaccountability system of all classified documents, 


RELATIONSHIP OF AIR FORCE TO CIVIL AIR PATROL 


In May 1958 stories appeared in the public press that the New 
York Wing of the Civil Air Patrol had solicited donations of pleasure 
yachts from wealthy taxpayers throughout. the eoupery ts e news 

y the 


articles stated that the yachts had thereafter been so organi« 
zation and part of the proceeds invested in private enterprises. Asa 
result of these articles, this subcommittee commenced a preliminary 
inquiry into the matter, 
he Civil Air Patrol was created on December 1, 1941, within the 

establishment of the Office of Civilian Defense, During World 
War II, the organization was active in antisubmarine warfare along 
the eastern and southeastern shorelines. In April 1943 by Executive 
Order 9339 command jurisdiction was transferred to the War Depart- 
ment from the Office of Civilian Defense.. The responsibility for 
supervising and directing operations of the organization was assign 
to the Army Air Force. On July 1, 1946, Public Law 476 of the 79th 
Congress incorporated the Civil Air Patrol as a benevolent nonprofit 
organization. It ceased to receive financial assistance from the 
Government. After the Air Force was established as a separate arm 
of the Defense Department in October 1947, apes was passed in 
1948 creating the Civil Air Patrol as an Air Force auxiliary (Public 
Law 447, 80th Cong., 2d sess.). 

While, by legislation, the Civil Air Patrol is officially an auxiliary 
of the U.S. Air Force, it is actually no more than a private corpora- 
tion chartered by an act of Congress. It functions without the 
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benefit of any appropriated Federal funds. It secures the necessary 
funds for its operations from private individuals and organizations. 

Our inquiry revealed, however, that the Department of the Air 
Force, under appropriate legislation, is presently donating on a 

referential basis to the Civil Air Patrol, property, including aircraft, 
in excess of its needs, at a cost value of about $6 million por year. 
Additionally, it was ascertained that approximately 400 militery and 
civil service Air Force employees are currently engaged solely in 
Civil Air Patrol activities. Included in this group are a major general, 
7 colonels, 82 lieutenant colonels and majors, and 15 subordinate 
officers. There are a total of 197 enlisted personnel, the majority of 
whom are in the top 2 pay grades. Space in Federal buildings snd 
at numerous Air Force facilities throughout the Unitcd States and 
Territories is available to and utilized by the Civil Air Patrol. 

By regulations promulgated by the Secretary of the Air Forco, with 
concurrence of the principal officers of the corporation, the senior Air 
Force officer assigned to the Civil Air Patrol, a major general, is 
automatically designated the national commander of that organiza- 
tion. In this capacity he has been described as ‘wearing two hats.” 
As senior Air Force officer he is commanding officer of all military 
personnel assigned to the Civil Air Patrol program, and, as such, 
performs all the necessary duties as head of any organization within 
the military. As national commander of the Civil Air Patrol, he 
wears his “other hat,” and acts in a civilian capacity as a member 
ex officio of the national executive board, a member of the board of 
directors of the corporation, and does the administrative housekeeping. 
All civilian promotions, demotions, and administrative matters are 
done in his name. 

The national headquarters of the Civil Air Patrol is located at 
Bolling Air Force Base in Washington, D.C. It is completely staffed 
by Air Force personnel, both military and civilian: Liaison offices 
are maintained at 60 locations throughout the United States and its 
Territories. Each of these 60 offices is staffed by 1 or 2 officers, 
enlisted personnel, and civilian Air Force employees. Additionally, 
each has a U.S, Air Force aircraft available which can be utilized by 
the various civilian commanders on official Civil Air Patrol business, 
piloted by qualified Air Force personnel. 

Under the acting chairmanship of Senator Henry M. Jackson, the 
subcommittee met in executive session on July 30 and 31, 1958, and 
heard testimony of several witnesses, including officers in the Civil 
Air Patrol; Gen. Carl Spaatz, USAF (retired), chairman of the board 
of the corporation; and Maj. Gen. Walter Agee, the Air Force officer 
who acts in the dual capacity as the national commander of the 
organization. At these hearings evidence was introduced showing 
that during the period June 1954 through March 1957 eight large 

achts and certain smaller vosscls were donated to the New York 
Wing of the Civil Air Patrol and that the donors took credit on their 
income tax returns for charitable contributions in an amount of 
approximately $500,000. However, upon the sale of these boats by 
the organization, which generally took place shortly after the dona- 
tion was completed, less than one-half of this amount was realized. 

The entire scheme of soliciting these donations, operating the boats 
while they were held by the organization, and ultimately disposing 
of them, was done through one man, the air inspector of the New 
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York Wing of the Civil Air Patrol, Lt. Col. Hugh M. Pierce, Jr., a 
civilian. Without the knowledge of his commanding officer or those 
Air Force officers at national headquarters in Washington, D.C., 
who administer the corporation, he opened two bank accounts and 
improperly used part of these funds for personal purchases. During 
the operation, a small amount of the proceeds was actually given to 
and used by the New York Wing. Pierce invested the remainder in 
his own name in a friend’s business, and purchased personal aircraft, 
an antique Rolls Royce, and a Duryea automobile. 

The donation operation continued to grow and in 1956 came to 
the attention of officials of the Miami, Fla., group of the Civil Air 
Patrol. Prior to this, the Miami group had no knowledge of what 
the air inspector of the New York wing was doing. They made 
inquiries at national headquarters. The national commander, acting 
in his civilian capacity, directed the acting commander of the New 
York wing, Lt. Col. Alfred W. Sutter, a civilian, to conduct an in+ 
vestigation and report the facts to him. After a cursory investiga- 
tion, Sutter determined that Pierce had misused at least $34,350 of 
Civil Air Patrol money and Sutter demanded the return of this sum 
early in June 1957. Pierce complied and immediately presented a 
bank draft to Sutter for the full amount demanded, and, in accord- 
ance with Sutter’s request, made it payable to Sutter. Instead of 
properly accounting for this money, Sutter placed it in his personal 
bank account and dissipated it in the ensuing 90 days by paying & 
number of outstanding personal and business obligations. 

After a more detailed examination, Sutter determined that an addi- 
tional $23,175 was due from Pierce. This sum was demanded in 
December 1957 and immediate restitution was made. The checks 
were payable to the New York wing and deposited in the wing’s 
account. Through complicated manipulations of the New York 
wing’s bank accounts, Sutter was successful in misleading national 
officers of the organization as to the amount recovered. "tt appears 
that he would have been successful in his attempts to misappropriate 
the original $34,350 had our investigation not been made. Upon 
uncovering these facts, demands were made by this subcommittee 
and by national officers of the organization for the return of the 
misappropriated money. A few days before he testified, which was 
13 months sfter he had received the $34,350 from Pierce, Sutter 
returned approximately $20,000 of that amount. When he appeared 
as a witness he testified that he had the additional $14,350 in cash 
in his safe in New York where, he said, it had been for the past 
13 months. Significantly, while testifying under oath, he persistently 
refused to permit a staff member or General Agee or even General 
Spaatz to accompany him to New York and see the money. Two 
— after the hearing, he returned the $14,350 to the Civil Air 

atrol. 

A few days prior to the subcommittee’s hearings, Generals Spaatz 
and Agee were advised by the subcommittee staff members of Pierce’s 
and Sutter’s actions. The latter were both immediately suspended 
from the Civil Air Patrol. In August 1958 they were dismissed by 
action of the national executive board of that organization. 

The hearings revealed further that Colonel Sutter and Lieutenant 
Colonel Pierce both had previous criminal convictions for felonies and 
that Sutter was, and is, preseutly on probation from the Court of 
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General Sessions in New York County. In 1955 he had presented 
forged notes totaling approximately $25,000 to a bank for discount- 
ing. He pleaded guilty to grand larceny and received a 6-year sus- 
pended sentence to expire in 1961. He has been making restitution 
through his probation officer. In 1946, Pierce, while an officer in the 
Army Air Corps, stole a car. Later that year, after his release from 
the Army, while attending college, he broke into an electronics store 
in Ann Arbor, Mich., and stole considerable equipment. He was still 
driving the stolen car. He pleaded guilty to breaking and entering 
in the nighttime and received a suspended sentence and 6 months’ 
probation. Four years later, in 1950, he was involved in the theft of 
a new Cadillac in Scarsdale, N.Y., but there was no prosecution. 

It had originally been the policy of the Civil Air Patrol to submit 
to the Federal Bureau of Investigation the fingerprints of all appli- 
cants to the organization. This policy had been dropped for a period 
of time, but has been reinstated as a result of our investigation. It 
is interesting to note that the required check had been made on Pierce. 
His criminal record and conviction were submitted to the Civil Air 
Patrol but apparently no action whatever was taken on it. There is 
no evidence that Sutter’s fingerprints had ever been submitted, and 
even if they had been, they would not have barred Sutter from mem- 
bership, since he had not been convicted of any felony until he had 
been a member of the organization for a number of years and had 
risen to a position that placed him on the national board, the supreme 
governing body of the Civil Air Patrol. 

At these executive sessions, the subcommittee heard testimony from 
Carl Spaatz, chairman of the board of the Civil Air Patrol, who is a 
retired general and former Chief of Staff of the U.S. Air Force, and 
also from Major General Agee, USAF, the national commander. It 
was ascertained that the authority and responsibility for investigative 
work is vested in the civilian component of the group which, because 
of its voluntary nature, does not have, nor could it be expected to 
have, a functioning investigative force. On the other hand, while 
the Air Force performs many administrative functions for the group, 
it has no authority or responsibility in the investigative field. How- 
ever, the Air Force has a readymade organization which could perform 
this necessary function. It maintains at National Civil Air Patrol 
Headquarters an Office of Inspector General, staffed by two senior 
officers and enlisted men trained in investigative work. 

By regulation, the rank structure of the civilian members of the 
Civil Air Patrol is identical with the Air Force. Senior members are 
commissioned in various grades from warrant officer through colonel. 
Its official letterhead, quite similar to that of the Air Force, clearly 
identifies the organization as an “auxiliary of the U.S. Air Force.” 
The addresses of a good number of the field organizations are active 
Air Force bases. The civilian officers wear a uniform identical in cut, 
color, and rank insignia. While there are some slight differences, 
such as modified button design and a small patch worn on the breast, 
it is almost impossible to distinguish between a Civil Air Patrol officer 
and an Air Force officer. A great number of the Civil Air Patrol 
officers have never seen any active military service. 

The subcommittee was deeply concerned that the Air Force found 
itself in a position whereby its name, equipment, facilities, and prestige 
were fully used by an organization over which the Air Force could 
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exercise no real authority. There is no question that the Civil Air 
Patrol is a needed organization. Its principal aim is to instill air 
consciousness in the youth of our country. Additionally, it serves a 
most important function in assisting the Air Force in a great number 
of search and rescue missions. It is an important segment of our civil 
defense program and maintains an extensive network of shortwave 
radio stations throughout the country. It is not the desire of the 
subcommittee to detract, in any aan te m these important functions, 
nor to change the necessary “‘voluntary” character of the group. In 
an organization of its size, there are bound to be instances when a 
member is motivated more by personal gain than by the aims of the 
organization. 

As a result of the executive session, it was decided that certain 
administrative changes could be made by the Civil Air Patrol which 
would do much to prevent the reoccurrence of similar instances, but 
which would not require new legislation. These proposed changes 
were discussed informally with the Bureau of the Budget, the General 
Accounting Office, and the Department of Defense. No objections 
were received. Consequently, at meetings of the national executive 
board of the Civil Air Patrol on August 5 and 6, 1958, resolutions were 
adopted to allow the Air Force to audit the corporate accounts and to 
make such inspections of Civil Air Patrol activities as the Air Force 
may deem necessary to insure that assistance furnished to the corpora- 
tion by it is being properly utilized. 

Throughout the investigation of this matter, the subcommittee staff 
kept the Internal Revenue Service and the district attorney’s office in 
New York County advised of developments. All appropriate docu- 
mentary evidence was made available to each agency for whatever 
action it may deem necessary. 

The subcommittee has been informally advised by Internal Revenue 
that action will be taken to attempt to lessen the tax deduction taken 
by each donor of a yacht, so that it will bear a realistic relationship 
to the actual value of the yacht, as is best evidenced by its sale price. 
Additionally; during the course of the investigation it appeared that 
the commander of the New York wing, Colonel Sutter, had failed 
to file any personal or business income tax returns for at least the past 
5 years. The Internal Revenue Service will pursue this matter further. 

The distriet attorney’s office of New York County is presently 
engaged in an investigation of Pierce and Sutter, looking toward 
possible indictments. 

The certified public accountant retained by the national head- 
quarters of the Civil Air Patrol has utilized the documents in our file 
for the dual purpose of ascertaining possible other fund manipulations 
of the New York group and to assist him in framing a set of regulations 
and accounting practices for the national organization. These pro- 
posals have been prepared, and, when adopted as an official regulation, 
will be promulgated to all subordinate groups as a standard accounting 
procedure. 

We wish to extend our many thanks to Chet Holifield, chairman of 
the House Subcommittee on Military Operations of the Committee 
on Government Operations, and to members of his staff for assistance 
rendered to us during the course of this inquiry. 
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RECEIPT OF GIFTS FROM FOREIGN GOVERNMENTS BY U.S. GOVERNMENT 
EMPLOYEES 


In the fall of 1957, the subcommittee conducted an inquiry concern- 
ing the receipt of gifts by U.S. Government officials from foreign 
governments. ‘There is a constitutional provision prohibiting the 
receipt of such gifts without the consent of Congress, wich is article 1, 
section 9, clause 8, and reads as follows: 


No Title of Nobility shall be granted by the United States: 
And no Person holding any Office of Profit or Trust under 
them, shall without the Consent of the Congress, accept of 
any present, Emolument, Office, or Title, of any kind what- 
ever, from any King, Prince, or foreign State. 


Implementing this constitutional provision is title 5, United States 
Code, section 115, which reads as follows: 


(a) Any present, decoration, or other thing, which shall 
be conferred or presented by any foreign government to any 
officer of the United States, civil, naval, or military, shall be 
tendered through the Department of State, and not to the 
individual in person, but such present, decoration, or other 
thing shall not be delivered by the Department of State 
unless so authorized by act of Congress. 


On September 8, 1902, Acting Attorney General Henry M. Hoyt 
issued a ruling to the Secretary of State which said that the con- 
stitutional provision must be interpreted very strictly. In his ruling 
he stated: 


As this remark suggests generally the character of the gift, 
whether a present or some title of honor (although you do 
not suggest this point), it must be observed that even a 
simple remembrance of courtesy, which from motives of 
delicacy recognizes our policy, like the photographs in this 
case, falls under the inclusion of “‘any present * * * of any 
kind whatever.” {Emphasis supplied.] 


In 1952 the Attorney General made another ruling which was for 
the guidance of the Department of Justice and which was not issued 
to the various executive branches of the Government. This ruling 
was in connection with a recent visit to the United States of the 
grandson of the King of Saudi Arabia who had presented certain gifts 
to various officials and employees of the U.S. Government. This 
ruling of the Attorney General reaffirms his previous ruling of 1902, 
and states that the gifts fall within the constitutional provision and 
cannot be accepted by the donees. 

On November 13, 1957, the Department of State issued a circular 
on the question of gifts from foreign governments to U.S. Government 
employees in which it was stated that the rule “de minimus non curat 
lex,” meaning the law does not concern itself with trifles, was to be 
applied to gifts proffered to State Department employees, and if the 

ft had only minor intrinsic value, such as a photograph or other 
ike memento or souvenir, it may be retained by the employee. In 
case of any question or doubt, a ruling should be obtained from the 
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Office of Protocol. This circular gave to State Department em- 
ployees the right to make individual decisions on the value of a gift. 

At an executive session conducted by the subcommittee, on March 
1, 1958, testimony was received from the Department of State official 
who prepared the circular that this was the first written instruction on 
this particular subject. He had issued the instruction because he felt 
that it was practical even though he knew that it was in opposition to 
the ruling of the Attorney General, which he claimed was advisory only. 
He had also issued this instruction despite the fact that he was cognizant 
the Office of the Solicitor of the Department of State has a memoran- 
dum, dated December 24, 1913, which expresses the opinion that the 
constitutional provision of article 1, section 9, clause 8, applies to a 
sword which was proffered as a gift to a commander in the Navy, and 
held the sword could not be accepted by the commander. He was 
also cognizant of a legal memorandum in the same office, under date 
of January 4, 1919, which concerns photographs of the King and 
Queen of Rumania which were to be delivered to various Army per- 
sonnel in this country. This memorandum concludes that the case 
clearly comes within the constitutional provision, and the Department 
of State should not transmit the photographs to the intended donees. 

A memorandum, under date of February 7, 1957, was introduced 
into the hearings indicating that a State Department stenographer 
phoned a State Department official and advised that the Adminis- 
trator, Bureau of Security and Consular Affairs, desired that the 
following information which was received from the Office of Protocol 
be passed on to employees in his division: 


A policy has been determined that all gifts reccived by 
State Department employees from the Saud or officials of the 
Saud Government should be turned over to Protocol. 


Officials from other executive branches of the Government testified 
that they followed the rulings of the Attorney General’s office and not 
the circular which had been issued by the Department of State. 

It became apparent that there were two different rules of conduct: 
(1) that of an executive agency, wherein an employee could not 
reeeive any gift whatsoever, and (2) that of the Department of State, 
whierein its employees could receive gifts and could be the sole judge 
as to the intrinsic value of the gift. Under the Department of State 
circular, that agency would have no knowledge of the various gifts 
which had been tendered to its employees. Both the intrinsic and 
sentimental value of the gift could not be evaluated by the Depart- 
ment of State. As was pointed out in the hearings, the economic 
status of an individual would have an enormous bearing on the value 
of a gift. Thus, a $500 present to a millionaire might be considered 
of no intrinsic value, while the same gift to a poor man would be of 

eat value. In addition, the sentimental value of the gift is also 
important. The gift of a small rug, which might have no intrinsic 
value, could be very important in the eyes of the Department of State 
employee. 

This lack of uniformity in the application of the principle of the 
constitutional Pee gave the puéommities a great deal of con- 
cern, and, on March 7, 1958, we asked the President of the United 
States to issue an Executive directive clarifying this situation. In a 
letter of December 12, 1958, the subcommittce was advised by the 
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White House that a careful and thorough study was being made 
within the executive branch and it was anticipated that legislative 
proposals would be submitted to the Congress in this session. 


MISREPRESENTATIONS IN THE ADVERTISING OF PROPERTIES 


On May 22, 1958, Senator Karl E. Mundt introduced Senate bill 
S. 3889 in the 85th Congress, 2d session, which was cosponsored by 
Senator John L. McClellan, and which was directed at the elimination 
of a vicious racket by which some 70 firms in the United States have 
been fleecing small businessmen of an estimated $50 million annually. 
These firms enter into contracts with businessmen to advertise for the 
possible sale of the business on 8 national scale when, in fact, the 
salesman has represented to the owner that the business will be sold 
in a short period of time at inflated prices. The bill is aimed only at 
those firms which are engaged in false and fraudulent misrepresenta- 
one e the businessman in connection with advertising his property 
or sale. 

Public hearings were held on July 16 and 17, 1958, with Senator 
Henry M. Jackson as acting chairman.? ‘Testimony disclosed that 
the firms which are engaged in this alleged scheme have their sales- 
men approach owners of commercial properties, farms, and even 
homes, promising fast sales at unrealistic prices through a farflung, 
coast-to-coast service. The salesmen make use of flashy catalogs, 
fancily engraved performance bonds, letters of endorsement, and 
many imaginative sales gimmicks in their attempts to persuade the 
property owners to engage their services. 

The operators are able to talk the victims into parting with any- 
where from $125 to $3,000, and in most cases the sum is obtained in 
advance. The fee is usually based on 1 percent of the estimated 
selling price. A close examination of the contract signed by the 
victim usually discloses that the organization guarantees only to 
advertise the property. If the victim hears from the firm at all, it is 
generally to notify him of one or two classified ads in newspapers or 
of a mere listing in a catalog put out by the company. Sales resulting 
from the advertising are less than one-half of 1 percent. 

Some of the misrepresentations orally made to induce the victim 
to sign the contract are: That the property will definitely be sold 
within a certain period of time; that the firm has qualified buyers on 
hand at the very moment; that the firm is associated with some 2,000 
or more licensed real estate brokers; that the victim is asking too low 
a selling price, and the firm has on hand buyers who will pay much 
more than the original asking price for the business; that a guaran- 
teed service bond protects the seller; that Governors and other in- 
fluential people are connected with their business operations; that 
they are able to provide financial assistance to a prospective pur- 
cbaser for the sale of the property; and that people who have had 
previous listings with the firm sold their property in a short period 
of time. In the usual case, the salesman receives an advance fee 
which he orally states will be returned if the property is not sold. 
Rarely are refunds made. 

In other cases the companies, which operate in many States, do not 
receive an advance fee, but accept the contract at its home office. 


2 Hearings, “‘Misrepresentations in the Advertising of Properties,” July 16 and 17, 1958. 
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The contract, which usually contains a disclaimer clause, is a valid 
contract. The firm can bring court action on the contract to collect 
the fee in the State of its home office, oftentimes many hundred miles 
from the scene of the property, and a judgment will be rendered for 
the firm, as the victim does not contest this suit in view of the expense 
involved, This judgment is then entered in the home State of the 
victim, where it is enforced. The victim cannot legally challenge 
this judgment and must pay. 

The racketeer salesmen do not hesitate to enter into a contract with 
anyone, regardless of his circumstances. A fow cases involving the 
more pathetic types of victims are typified by the following examples: 
In Connecticut there was an elderly couple who owned a hotel which 
had practically no economic value. The husband was in the hospital, 
dying of cancer. The wife, desperately anxious to dispose of the 
business, fell prey to the racket. In a New York case an elderly 
farmer, who was so infirm that he was unable to shave, was victimized 
for $150. The farm which he owned had little economic value. A 
blind farmer in the State of Michigan was victimized, as was a blind, 
small businessman in the State of Wisconsin. The record is replete 
with such cases. 

During recent years various States have attempted to combat these 
operators without success. In Connecticut, for example, specific 
advance fee legislation was held unconstitutional by the supreme court 
of that State on the ground that advance fee firms were in the business 
of advertising and therefore did not come within the purview of the 
real estate regulations. In California one of the advance fee firms 
has been successful in enjoining, for the past 3 years, the real estate 
commissioner and attorney general from initiating criminal prosecu- 
tion for unlicensed activities until the constitutionality of the law is 
settled. Many States claim that their existing real estate laws cover 
this type of operation and have tried to regulate the firms, without 
success. 

The National Association of Licensing Law Officials, the National 
Association of Real Estate Boards, better business bureaus, and various 
State attorneys general are uniformly in agreement that Federal legis- 
lation is needed to control this type of operation. ‘Testimony from 
the groups disclosed they all felt that this type of advance fee is detri- 
mental to the best interests of the people of the United States. 

The Federal Trade Commission under its jurisdiction is responsible 
for preventing false and misleading advertisements in interstate com- 
merce. It is spending much time and money in its efforts to combat 
the advance fee racket. The Commission has been successful in issu- 
ing cease and desist orders; however, it has been its experience that 
when a firm is put out of business a new firm will spring up in its 
place. In many cases, when a firm terminates, a number of the sales- 
men for the now defunct firm will go into business for themselves, as 
only a nominal sum of money is needed to get started. This places 
the Federal Trade Commission in the position of putting one firm out 
of business only to have a mushrooming effect take place and several 
other firms come into existence. 

The Postal Inspection Service, which is charged with the responsi- 
bility of investigating the use of the mails in furtherance of schemes 
to defraud, has jurisdiction in this type of case under section 1341, 
title 18, United States Code. As of fale 1958, only 19 cases had been 
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presented to United States attorneys for prosecutive action. Prose- 
cution was declined in 9 of these cases and 10 are still pending. Testi- 
mony from the Post Office Department disclosed that the primary 
difficulty in these cases is proving that the salesmen actually mis- 
represented the services which could be furnished and that the firm 
had actual knowledge thereof. The postal authorities felt that Senate 
bill 3889, 85th Congress, 2d session, may not overcome these difli- 
culties inherent in obtaining successful prosecution. 

The Department of Justice has advised the subcommittee it is of 
the opinion that existing Federal statutes cover fraud of the general 
type contemplated by Senate bill 3889, and that this bill would be 
unnecessary. 

The subcommittee reached the following conclusions: 

(1) A substantial number of businessmen are being defrauded of 
millions of dollars annually by advance fee firms which enter into 
contracts with them to advertise the sale of their businesses on a 
national scale. The salesmen for these firms make use of all types 
of oral deception, and are able to convince the victim that if he signs: 
the contract his business will be sold in a very short period of time. 

(2) The Federal Trade Commission is spending much time and 
money in its efforts to combat the advance fee racket. The Com- 
mission has been doing an excellent job and has been successful in 
issuing ccase and desist orders. However, its effectiveness is limited 
because its civil remedy may eliminate one company only to have 
fivo others come into existence. The Federal Trade Commission does: 
not have criminal jurisdiction. 

(3) State agencies have had little success in combating the racket 
and fecl that strong Federal legislation is needed. 

(4) The Postal Inspection Service, under 18 U.S.C. 1341 (mail 
fraud), has conducted numerous investigations into the advance fee 
field but has not been able to obtain convictions because of the 
extreme difiiculty of obtaining proof. The Post Office Department 
~ that the same inherent difficulty of proof may be present in 

. 3889. 

(5) The Department of Justice is of the opinion that the: existing 
Federal statutes covering fraud of the general type contemplated by 
the bill are adequate and that there is no need for S. 3889. 

It is recommended that— 

(1) The Federal Trade Commission continue its efforts. in combat- 
ing the fraudulent advance fee operators. 

(2) The Post Office Department put into effect a prime program 
under the mail fraud statute with the objective of eliminating the 
advance fee racket. The subcommittee recognizes. the difficulty of 
obtaining proof in this type of fraud. It feels that special emphasis 
in this field by the Post Office Department and the Department of 
Justice may result in an extermination of the racket. 

(3) The subcommittee feels that legislation is necessary to control 
the operations of advance fee firms. In view of the opinion of the 
Department of Justice that existing Federal fraud statutes are 
adequate, future hearings should be held to determine the effectiveness 
of the present statutes with a view to formulating new legislation. 
It is felt that some type of stronger Federal control, such as Federal. 
licensing of such firms, perhaps is needed. 
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NIKE EXPLOSION AT MIDDLETOWN, N.J. 


On May 22, 1958, an explosion occurred at Battery B of the 526th 
AAA (Nike) Missile Battalion at Middletown, N.J. It caused the 
death of six Army enlisted men of the battery, and four Department of 
Army Ordnance civilians. One warrant officer of the battery and one 
civilian of the Department of Army Ordnance were seriously injured, 
but have since recovered. The launching equipment of one of the 
three sections was damaged, and eight missiles were destroyed. 

On July 30, 1958, this subcommittee held an executive session, with 
Senator Henry M. Jackson as the acting chairman. Maj. Gen. D. E. 
Beach, U.S. Army, Office of the Deputy Chief of Staff for Military 
Operations, and members of his staff were present. The purpose of 
the hearings was to ascertain the cause of the accident and to review 
the existing procedures in connection with safety precautions at the 
various missile bases. 

Testimony revealed that immediately after the explosion, the De- 
partment of the Army dispatched teams to the site to investigate the 
cause of the accident. It was disclosed that there were three separate 
activities taking place in the vicinity of section A at the time of the 
explosion. 

The first activity was that the battery personnel were checking mis- 
siles in preparation for going on a higher state of alert. This check is 
known as command calibration, and is an operation performed rou- 
tinely at least once a week. 

The second activity involved repair of launcher No. 3 in section A 
by an Ordnance team composed of two civilians. This operation con- 
sisted of unbolting the hydraulie erecting arm piston assembly and 
replacing it with a new one. ‘This is a simple operation and requires 
no electrical tools, welding tools, or other heat-producing agents. 
There was no missile on the launcher veing repaired. 

The third activity was an authorized field modification to the mis- 
siles of the battery by another Ordnance team of three civilian em- 
ployees. This modification had already been performed on about 
1,000 missiles throughout the country. 

The Army concluded, after careful consideration of all the evidence, 
that the most probable cause of the explosion was the crushing or rup- 
turing of a detonating cap. There was no evidence of gross careless- 
ness, smoking, inattention to the operations, or any other possible 
cause, such as sabotage. 

The commanding general of the U.S. Army Air Defense Command 
has, since the explosion, issued a revision of his ‘Tactical Standing 
Operating Procedures Guide.” ‘This revision contains instructions 
with regard to missile movement and locations for various operations 
to include practice alerts, inspections, demonstrations, modifications, 
testing, and maintenance. The procedures to be outlined in detail in 
the revised guide provides for— 

(1) Limitations on the number of missiles which may be above 
ground at any one time when conducting section training, training 
evaluation, or command calibration. 

(2) Upon receiving notice of an impending engagement, sufficient 
missiles to meet the immediate threat would be brought above ground. 

(3) There will be only one missile above ground if operations other 
than as specified above are performed on a live missile. 
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Immediately after the explosion occurred, the Department of the 
Army also sent teams to Middletown to assist in processing all claims 
for damages to civilian property resulting from the explosion. It was 
found that all serious damage resulting from the explosion was con- 
fined to the area immiediatel adjacent to the point of the explosion 
and within the battery boundaries. Damage outside the battery was 
limited to broken glass and cracked plaster. As of June 25, 1958, 
there were 98 claims submitted by the residents of the Middletown 
area. Of these 98 claims, 95 had been approved and 3 are pending. 
The total amount of damage for the 98 claims is $13,711.05. 

Testimony disclosed that at the present time the Ajax missile is 
being replaced by the Hercules missile which has a capability of 
carrying either a higher explosive or an atomic warhead. ‘The missile 
bases provide air defense protection to a large number of American 
cities. Testimony also disclosed that the Army, among its safety 
precautions, has a safety committee, composed of military experts in 
the guided missile field, to insure that every precaution is taken to 
prevent the probability of an accident. 

Although this safety committee does exist, the subcommittee sug- 
gested that the Army should consider the advisability of establishing 
an independent safeguard committee, composed of civilian experts, to 
serve as a double check on the entire operation. The very nature of 
the weapons involved demand that every safety precaution that is 
humanly possible be put into effect on a continuing basis. 

Wilber M. Brucker, Secretary of the Army, heartily agreed with the 
subcommittee’s recommendation, and on August 20, 1958, formally 
established such a committee, composed of five distinguished civilian 
experts representing science and industry. Mr. Brucker charged the 
committee with reviewing the adequacy of safety, not only for the 
Nike-Hercules, but for all Army air defense systems in the United 
States, both presently deployed and those to be deployed in the future. 
The findings and recommendations of the committee are to include, 
but not to be limited to— 

(1) Safety features of the warheads. 

(2) Standard operating procedures. 

(3) Procedures employed during transit of missiles and warheads. 
(4) Safety features of the missile systems. 

(5) Command controls. 


PROJECT SEA WEED (U.S. AIR FORCE) 


In March 1958 a subcommittee staff member visited the 314th Air 
Division in Korea and became aware of the condition of Sea Weed 
stockage at U.S. Air Force bases in Korea. Sea Weed is an Air Force 
term applied to the acquisition of war-readiness materiel at Air Force 
bases overseas. Project Sea Weed was conceived to preposition 
essential equipment so as to avoid the necessity for moving it by air 
or surface means in event of deployment of Air Force tactical or 
strategic elements to other than their home bases overseas. Under the 
new concept of nuclear warfare, the supplies and equipment necessary 
for immediate defense and retaliation strikes must be in place at 
wartime operating bases and ready for immediate use on D-day. 
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The Sea Weed program was applied to Air Force bases in Korea in 
the fall of 1956. Under this program certain pieces of war-readiness 
materiel were to be positioned at specific air bases for a theoretical 
D-date of July 1, 1957... Thus, the Air Force in Korea had approxi- 
mately 9 months in which to acquire the required Sea Weed stocks 
for that D-date. 

Under the acting chairmanship of Senator Henry M. Jackson, the 
subcommittce met in executive session on June 6, 1958, at which time 
testimony was taken from representatives of the 314th Air Division 
in Korea and the 5th Air Force Headquarters, U.S. Air Force. 

Testimony disclosed that a major Air Force base in Korea did not 
requisition stocks required under the Sea Weed program until August 
1957, approximately 10 months after the start of the Sea Weed pro- 
gram in that area. The officer responsible for the Sea Weed program 
at that base prior to June 1957 had not established an account on 
which Sea Weed stocks could be requisitioned through base supply. 
His successor, who was unfamiliar with the Sea Weed program, was 
assigned the responsibility for the Sea Weed program in addition to 
many other responsibilities. This officer received no briefing from 
5th Air Force officers concerning the Sea Weed program until February 
1958, although the 5th Air Force in Japan had the responsibility for 
this program. 

Testimony disclosed that very little had been accomplished on the 
Sea Weed project in Korea until January 1958. This was attributed 
to the lack of concern for the project at all levels, coupled with the 
shortage of personnel. 

The conditions existing at the base supply depot had an additional 
effect on Sea Weed stockage. In the early part of 1957, the three Air 
Force supply bases in Korea were consolidated into one overall base 
supply. Prior to that time, this base supply account was having 
troubles of its own in that record cards were only partially accurate 
and much of the materiel within its warehouses was not on record. 
The consolidation of three base supply units into one compounded 
the deficiencies already existing within this base supply account, 
rendering it almost completely useless by September 1957. At that 
time the stock record cards within that account were determined to 
be only 10 percent accurate. As a consequence, Sea Weed stocks 
arriving from prime depots which were to have been segregated were 
commingled with other stocks in the warehouse unknown to the Sea 
Weed officer. During the complete wall-to-wall inventory taken 
at this base supply from January until June 1958, 31 pieces of abso- 
lutely essential Sea Weed equipment were found within the warehouses. 

In March 1958 the responsibility for monitoring the existence and 
condition of all Sea Weed stocks at U.S. Air Force bases in Korea was 
assigned to a lieutenant with 19 months’ active military experience. 
In addition to this responsibility, the lieutenant was serving as & 
squadron adjutant and squadron supply officer. He testified that in 
spite of the importance of the Sea Weed program he considered his 
primary responsibility to be that of squadron supply officer, inasmuch 
as he was financially liable for any shortages developing within the 
squadron supply account. 

The Air Force unit manning documentation pertaining to the Sea 
Weed program called for the assignment of one officer, nine enlisted 
men, and two civilians. At one of the bases only one officer and twe 
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enlisted men were assigned the responsibility for the program, which 
assignment was in addition to other duties. The officer and his men 
devoted approximately one-third of their time to Sea Weed. After 
the staff visit in March of 1958, 1 officer and 12 men were allocated 
for this work at this base. At the time of the executive session in 
June, substantial progress had been made in improving Sea Weed, 
and the percentages of stock had risen tremendously. It is appre- 
ciated that some of the Sea Weed items are in critical short enue on 
a worldwide basis and could not have been obtained under any cir- 
cumstances. It is also appreciated that the airbases in Korea had a 
very low priority in the program. 


ROBERT A. MCDONALD, DEPUTY ASSISTANT SECRETARY OF 
DEFENSE (P. & I.) 


The subcommittee made inquiry into absences of Robert A. 
McDonald from his position as Deputy Assistant Secretary of Defense 
(Properties and Installations). Mr. McDonald took office on July 6, 
1956, and was receiving a salary of $16,000 annually. He resigned on 
February 1, 1958. 

MeDonald advised that prior to his governmental appointment, he 
resigned on May 16, 1956, as chairman of the board of a firm in New 
York City because he could not continue actively to run this company 
and at the same time accept a position with the Government. This 
firm did not have any Government contracts, and therefore there was 
no conflict of interest. However, he continued to maintain his posi- 
tion as majority stockholder in the company. 

Shortly after going to work for the Government, he commenced to 
go to New York in connection with the affairs of this firm on an aver- 
age of three times per month on workdays, his visits averaging about 
1% days. During this period of time he did not take any official leave 
from his position with the Department of Defense. He continued 
operating in this fashion until about May of 1957, when he took leave 
without pay. McDonald explained that he was of the impression 
that because of his position it was not necessary to make formal 
application for leave. The subcommittee has no evidence of any 
attempt to defraud the Government. 

The Comptroller General has submitted rulings to the subcommit- 
tee, one of which holds as follows: 


An employee who holds a position subject to the Classifi- 
cation Act of 1949, as amended, such as that held by the 
Deputy Assistant Secretary of Defense, is entitled to com- 
pensation only during periods he is in a duty status or an 
authorized leave-with-pay status. The impropriety of such 
an employee’s absenting himself from his position without 
authority is beyond question. Not only would he be liable 
for the compensation received during such periods but also 
his action might constitute the basis for disciplinary pro- 
ceedings against him. 

An audit conducted by the General Accounting Office showed there 
had been an overpayment to Mr. McDonald of $1,171.20 for havi 
taken leave without being charged for it. This amount has been paid 
to the Government by Mr. McDonald. 


59001°—59_ S8. Rept., 86-1, vol. 1-20 
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INTERNATIONAL COOPERATION ADMINISTRATION—-SHIHMEN DAM 
PROJECT 


In September 1958 the subcommittee initiated a preliminary in- 
quiry into alleged International Cooperation Administration (ICA) 
irregularities in the selection of a contractor to provide construction 
advisory services in connection with the erection of an $80 million 
multiple-purpose dam in Taiwan (Formosa). 

The United States, in assisting the Republic of China in this venture, 
provided grant financing of nearly $8 million to cover the cost of 
equipment, engineering, and construction advisory services, and 
agreed to a loan of $21,500,000 from the Development Loan Fund. 

Invitations to bid, issued by ICA to nine qualified construction 
firms in June 1957, called for cost-plus-fixed-fee proposals for the con- 
struction advisory services, and eight firms responded. On March 
28, 1958, the eight firms were requested to reevaluate or revise their 
proposals. A negotiated contract was then to be undertaken by ICA 
on the basis of all information furnished by the various contractors in 
their proposals. 

The J. A. Jones Co., of Charlotte, N.C., generally regarded as one of 
the 10 outstanding construction firms in the world having considerable 
dam construction experience, submitted the lowest cost and fee pro- 
posal in this instance. Their proposal specified an amount of $1,715,- 
250, including a fee of $309,000. The Contract Relations Office of 
ICA decided that negotiations should be conducted with the J. A. 
Jones Co. and stated: 


It is, therefore, the recommendation of the Office of Con- 
tract Relations to award the contract to the J. A. Jones Co. 
provided that this firm (a@) can demonstrate conclusively 
that the individuals proposed for the positions of general 
superintendent and excavation superintendent are qualified 
for this project or (6) will assign other qualified personnel to 
these positions. These factors will be taken into considera- 
tion during negotiations. I would agree if Jones were unable 
to provide personnel qualified to undertake this assignment, 
then consideration should be given to the other firms sug- 
gested by S/IND. 


The Industrial Engineering Division of ICA, however, favored the 
Morrison-Knudsen Co., a Panamanian corporation, whose fee exceeded 
that of the J. A. Jones Co. by $501,000. Their decision was based 
primarily on a study conducted by Tudor Engineering Co., a con- 
sultant firm to ICA. It is interesting to note that, prior to the 
Tudor Engineering Co.’s study, two other evaluations, unsolicited— 
namely, that of the Shihmen Development Commission and that of 
the project engineers, Tibbits, Abbott, McCarthy & Stratton—were 
made, which also favored the Morrison-Knudsen Co. Mr. Edwin 
Arnold, Deputy Director of ICA, on the basis of these four evalua- 
tions, instructed that the Contract Relations Office begin negotiations 
with the Morrison-Knudsen Co. He indicated that a provision per- 
mitting the J. A. Jones Co. to qualify its personnel or assign others 
to this project was “‘unacceptable.”’ 

From the procedural point of view, the actions taken by ICA in 
this instance appear highly irregular. The ICA invitation to bid on a 
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cost-plus-fixed-fee basis for advisory services is an innovation not 
previously utilized by ICA and is not a matter of general practice 
engaged in by other Government agencies. As a practical matter, 
negotiated contracts are not handled as they were in this case, as the 
Government agency interested in letting the contract usually picks 
three qualified bidders and then begins negotiations with all three. 
It appears that ICA’s actions were responsible for the needless expend- 
iture of significant sums by the bidding firms. As a direct result of 
the controversy occasioned by this action, ICA issued a policy direc- 
tive under date of August 1, 1958, changing its procedures in contracts 
of this type, and issued instructions for negotiations with selected 
contractors. It thereby admitted that its procedures in this instance 
were not sound. 

Preliminary inquiry also disclosed that the Tudor Engineering Co., 
the consultant engineering firm for ICA, had a contract in existence 
whereby the Lynch-Wilde Engineering Co. would handle its adminis- 
trative affairs. The Lynch-Wilde Engineering Co. is the Washington, 
D.C., representative of the Morrison-Knudsen Co., and its president 
is also a stockholder in the Morrison-Knudsen Co. The contract 
which had existed between the Tudor Engineering Co. and the 
Lynch-Wilde Co. was terminated at the suggestion of ICA when this 
matter was brought to their attention, despite general denials of any 
conflict of interest appearing in this situation. This appears highly 
irregular, because, if the Lynch-Wilde Engineering Co. was not 
involved in any conflict of interest, it is difficult to understand why its 
contract was canceled. 

In view of the procedures disclosed in the selection of a contractor 
by ICA in this instance, the subject matter of the subcommittee’s 
inquiry was brought to the attention of the House International 
Operations Subcommittee of the House Committee on Government 
Operations for whatever action appears indicated. That subcom- 
mittee, which is chaired by Congressman Porter Hardy, Jr., had 
rte held extensive hearings in November 1957, March, April, 
May, and June 1958 concerning contract procedures at ICA, and 


issued a report in the 85th Congress, 2d session, being No. 2012, 
captioned ‘Foreign Aid Construction Projects.” 


The members of the Committee on Government Operations, except 
those who are members of the Senate Permanent Subcommittee on 
Investigations, did not sit in on the hearings and executive sessions 
on which the above report was prepared. Under these circumstances, 
they have taken no part in the preparation and submission of the 
report, except to authorize its filing as a report made by the sub- 
committee. 

O 
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Mr. SparkMaAN, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany S. 57] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 57) to extend and amend laws relating to the provision and 
unprovement of housing and the renewal of urban communities, and 


for other purposes, having considered the same, report favorably 
thereon with amendments and recommend that the bill as amended do 
pass. 


INTRODUCTION 


The Committee on Banking and Currency held hearings on, and 
considered in executive session, the following bills: S. 57, S. 65, S. 193, 
S. 194, S. 195, S. 266, S. 271, S. 272, S. 336, 8. 543, S. 612, and S. 655. 
In addition to the bills other proposals and recommendations made 
during the legislative hearings were considered. 

The bills and recommendations presented to the committee have 
dealt with almost every phase of every housing program under the 
jurisdiction of the committee. S. 57, as amended by the committee 
contains, among others, the following major proposals: 

1. A substantial new authorization for mortgage insurance 
programs. 

2. The creation of a new mortgage insurance program for elderly 
persons housing. 

3. Liberalization of equity requirements and cost limits for certain 
FHA rental housing programs. 

4. A long-range extension of the urban renewal program, with 
additional capital grant authorization. 

5. A revision of the public housing program. 
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6. An extension and revision of the ae housing program. These 
major provisions and other features of the bill are discussed more 
completely in the following paragraphs. 


TITLE I—FHA INSURANCE PROGRAMS 


PROPERTY IMPROVEMENT LOANS 


Section 101 provides for a 1-year extension of the title I home 
improvement program, until September 30, 1960. 
he home improvement program has been useful in preventing resi- 
dential deterioration and obsolescence. The committee is hopeful that 
the — will continue to play its part in preventing slums and 
blight through the medium of insuring lenders against losses on loans 
for the repair and rehabilitation of dwellings. 


PAYMENT OF INSURANCE BY FHA (TECHNICAL) 


Section 102 of the bill would make technical amendments relating 
to the handling of acquired property and payment of insurance 
claims by the FHA. The provisions contained in this section have 
already been enacted by the Congress for most of the FHA sales hous- 
ing programs, and would be extended by this section to some FHA 
sales housing programs from which such provisions were inadvert- 
ently omitted. 


INCREASES IN FHA MORTGAGE CEILINGS (1-, 2-, AND 3-FAMILY) 


Section on increases the maximum insurable mortgage amount 
are. to 2-family houses insured by the FHA under section 203 
of the National Housing Act. The new ceiling is $25,000 for a 2-fam- 
ily residence. This change makes the range of maximum mortgage 
amounts, as follows: 1-family, $20,000; 2-family, $25,000; 3-family, 
$27,000; and 4-family, $35,000. 

In providing this higher mortgage amount for FHA’s basic pro- 
gram, the committee has recognized that over the past several years 
there have been substantial increases in the costs of building mate- 
rials, labor, and land. A trend has developed in the direction of pro- 
ducing higher priced houses which the committee feels does not serve 
the mass market for new homes. The committee wishes to express its 
considered judgment that every effort should be made to reverse this 
trend and that builders should be encouraged to direct their efforts to 
providing more house for the money. There should also be a contin- 
ued effort to encourage the homebuilding industry to concentrate on 
lower cost homes, where the demand and need are real and urgent. 


MAXIMUM MORTGAGE FOR NONOWNER-OCCUPANT 


Section 103(b) would make the nonowner-occupant eligible for an 
FHA-insured loan in an amount equivalent to that which an owner- 
occupant may receive. This provision would apply only to homes 
financed under section 203 of the National Housing Act (primarily 
single-family homes). As a condition to receiving the higher loan 
amount, the nonowner-occupant must put into escrow 15 percent of 
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the original principal amount until such time as he sells the property 
to an owner-occupant. If the property has not been sold to an owner- 
occupant at the end of an 18-month period, the funds held in escrow 
would be applied to reduce the loan. 

This provision would be helpful to the homeowner and the indus- 
try in two respects. First, it will avoid the duplication of closing costs 
which may be currently involved as a result of closing the original 
loan in the name of the nonowner-occupant and closing the subsequent 
loan in the name of the owner-occupant. Under this plan, the original 
mortgage would be assigned to the owner-occupant. Second, many 
home purchasers today already own their homes and wish to acquire 
larger or improved dwellings. Since most of these owners have accu- 
mulated equity in their present homes, they must utilize this equity 
as a downpayment on the new home. Thus, real estate dealers and 
builders must accept trade-in homes in many casces in lieu of down- 
payments on new homes. This provision will enable builders and real 
estate dealers to place a mortgage on the old house in the full amount 
available to an owner-occupant and transfer that mortgage to the 
new owner when the house is sold. 


LOW-COST HOUSING IN OUTLYING AREAS 


Section 103(c) increases the maximum insurable mortgage amount 
under section 203(i) from $8,000 to $9,000. 

The special FHA insurance program under section 203(i) is de- 
signed to encourage low-cost housing outside of built-up urban areas. 
Adequate aaiandé are required under the ares but the minimum 
property requirements are not as rigid as those under the regular sec- 
tion 203 program. 

Considerable testimony was heard that the section 203(i) program 
could be made more effective by a modest increase in the permissible 
loan ceiling which, under the present law, is $8,000. It is hoped that 
this increase will encourage the construction of needed housing in 
rural and outlying areas. 


REMOVAL OF MORTGAGE INSURANCE AUTHORIZATION LIMITS 


Section 104 would remove mortgage insurance authorization ceilings 
for housing insured under FHA section 203(i) (low-cost housing in 
rural queeh and section 701 (yield insurance). 

Under present law, the maximum insurance authority under FHA 
section 203(i) is $100 million. However, this maximum is within the 
limits of the general mortgage insurance authority as established 
under section 217 of the National Housing Act. According to testi- 
mony presented to the committee, there is no longer any reason for 
establishing a ceiling on this particular program in view of the 
fact that it is already covered by the general mortgage insurance 
authorization. 

Under present law, the maximum authorization under FHA section 
701 is $1 billion. Title VII of the National Housing Act was enacted 
into law in 1946 as a program of insurance for investments in rental 
housing for families of moderate income—the so-called yield insur- 
ance program. However, there has never been any activity under this 
program and therefore the ceiling is unnecessary. 
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INCLUSION OF CERTAIN COSTS IN FHA DEBENTURES 


Section 105 would amend section 204(k) of the National Housing 
Act to permit FHA to include in the debentures which are paid to 
mortgagees, in cases of default, certain costs which the mortgagees 
must incur in order to enable them to convey good title to the 
Commissioner. 

Under present law, FHA can include a portion of the foreclosure 
cost in de antuve However, costs of acquisition and costs of con- 
veying title of a property to FHA cannot be included in the deben- 
tures. Thus, FHA, in computing debenture claims, requires mort- 
gagees to break down the total costs to separate the two types mentioned 
above. The necessity for this separation creates a material delay in 
processing debenture applications. The dollar amount involved in 
this is relatively small and the main purpose of making the change 
in the law is to eliminate delays in processing debenture applications. 


REGULAR RENTAL HOUSING PROGRAM 


Section 106 deletes from section 207 of the National Housing Act 

a relating to housing for elderly persons. The com- 

mittee bill proposes a new program of mortgage insurance designed 

a — housing for the elderly, which appears in title II of this 
ill. 

Section 106 also increases the insurable loan amounts under FHA 
section 207 (the regular rental housing program). Under existing 
law, mortgage amounts are limited by a per unit ceiling for small 
apartments and by a per room ceiling for large apartments. Addi- 
tional allowances are made for elevator-type apartments and for con- 
struction in high-cost areas. The following table illustrates present 
cost limitations on rental housing as compared with those in S. 57. 





Present law 





8. 57 





Per unit Per unit 
Per room if under Per room if under 





Garden type. .-..----._..- Sm nils dateoie Suan $2, 250 $8, 100 $2, 
Elevator type-__.- 5 ; 


Increase for high-cost areas 


Testimony taken during the hearings indicate that the lack of a 
substantial production of rental housing is becoming more serious. 
Failure to maintain an adequate annual production of rental housing 
may in future years lead to serious consequences. An unforeseen de- 
mand for large numbers of rental units in situations such as those 
which followed World War II and the Korean war could lead to 
shortages, hardship, and possibly rent control. Excessive unmet 
demand also may lead to “crash” programs which tend to be more 
expensive and to produce less desirable housing. 

The following table indicates the total number of units in multi- 
family structures produced during each of the years 1947 through 
1958. Of particular interest is the number of FHA starts, which in 
1956 dwindled to an alltime low of 6,000 units. The increase from 
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6,000 to 25,000 in 1958 is attributable in some part to the urban renewal 
program. 


1 Total for the year not yet available, total for first 9 months, 141,000 units. 


In addition to the production figures which show inadequate levels 
in the production of rental housing, as compared with production in 
the past, another method of demonstrating the need for rental hous- 
ing is the national vacancy rate. In the fourth quarter of 1958, only 
2.9 percent of all units in the United States were available for sale 
or rent. This figure reflects a level of 2.3 percent of standard units 
for rent, and 0.6 percent for sale. Industry representatives have in- 
dicated that the decline in volume of rental housing is attributable to 
the necessity for large equity requirements, limitations upon the in- 
come which may be produced by rental properties, attractiveness of 
other types of investment, and the difficulties of cost certification. 
The bill provides an incentive for production of rental housing by 
increasing the insurable loan amount per room and per unit, as speci- 
fied in the table above. 

This section of the bill also contains an amendment which affects the 
issuance of FHA insurance for trailer courts or parks. At the pres- 


ent time, the loan limits applicable to this program are $1,000 per 
space, and $300,000 per mortgage. These figures are changed by the 
bill to $1,500 per space, and $500,000 per mortgage. 


MAXIMUM INTEREST RATES UNDER CERTAIN FHA PROGRAMS 


Section 107 of the bill would increase the maximum interest rate 
from 414 to 5 percent, with authority for the Commissioner to 
increase the rate to 514 percent if he finds such action necessary to 
meet the mortgage market, on section 207 (regular multifamily hous- 
ing), section 213 (management-type cooperatives), and section 803 
(military housing) mortgages. 

The interest rate established for the new section 231 program 
(elderly persons housing) and the new section 810 program (housing 
for defense-impacted areas) would be established at 5 percent with au- 
thority for the Commissioner to increase the rate to 514 percent if he 
finds such action necessary to meet the mortgage market. 

At present rates, significant discounts are demanded by lenders to 
produce competitive yields. The treatment of discounts in valuation 
procedures raises technical problems which tend to discourage de- 
velopment of multifamily projects during periods of tight money. 

Since rental projects are characteristically undertaken only as a 
business venture, it is reasonable to expect that the entire cost of 
mortgage money will be understood and carefully bargained for by 
prospective project sponsors. Under these circumstances, there ap- 
pears to be no reason why the statute should require interest rates 

35977—59—2 
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for these projects to be fixed by the FHA at levels lower than the 
money market requires and lower than would prevail as a result of 
competitive bargaining in the development of rental projects. 

The bill would not change the basic 5 percent interest rate ceiling 
on section 213 sales housing program. However, it would authorize 
the Commissioner to increase the rate to 6 percent if he finds such 
action is necessary to meet the mortgage market. The committee 
believes that such action is necessary to bring the statutory provisions 
governing this sales housing program in line with other sales housing 
programs contained in the National Housing Act. 

In the event that the FHA Commissioner authorizes higher inter- 
est rates under any of these programs, he should make sure that 
mortgagors and mortgagees involved in pending applications for 
mortgage insurance are not unduly harmed and are not unduly en- 
riched by the manner in which such increases are made effective. 


COOPERATIVE HOUSING 


Section 108(a) brings mortgage loan ratios for cooperative housing 
(sec. 213) generally in line with those already established for single- 
family housing (FHA sec. 203) and parallels the maximum mortgage 
amounts proposed for multifamily rental housing (FHA sec. 207). 
In its desire to encourage the construction of housing by and for co- 
operatives, the Congress has in the past provided special inducements 
in FHA’s cooperative housing program. These inducements have 
generally been more liberal mortgage terms and authority for the 
cere of cooperative housing mortgages by the Federal National 
ortgage Association at par. 

This amendment would bring mortgage loan ratios for FHA sec- 
tion 213 more in line with the corresponding figures in present law 
for FHA section 203. It provides that the cooperative housing loan 
may not exceed 97 percent of the FHA Commissioner’s estimate of 
the replacement cost of the project. 

The cost limits per room and per unit, as well as the allowances 
for elevator-type structures and high-cost areas, are also increased in 
the same amounts as those applicable to FHA’s regular rental housing 

rogram, section 207. 

Section 108(b) would authorize the FHA to include such commu- 
nity and commercial facilities as the Commissioner deems adequate 
to serve the occupants as part of the mortgage security for a coopera- 
tive project. Under existing law, these additional facilities may be 
permitted for management-type cooperatives only. This amendment 
would extend similar benefits to the sales-type cooperative and to the 
investor-sponsored cooperative, 


ELIGIBILITY OF EXISTING STRUCTURES FOR COOPERATIVE HOUSING 


Section 108(c) would make existing construction eligible as security 
under section 213 of the National Housing Act. _Under existing law,,. 
the benefits of the section 213 program (cooperative housing) are 
available only for proposed construction. 

Testimony was presented by organizations sponsoring cooperative 
movements that they are desirous of purchasing and occupying exist- 
ing dwellings under the FHA insurance program. They observed 
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that existing construction may be less expensive than new construction 
and, with proper safeguards made to avoid the cooperative from pay- 
ing an excessive price, the purchase of existing construction would 
fill a real need for lower cost housing. 

A special proviso is included in the amendment to make clear that 
the FHA Commissioner must determine that the interests of the 
members of the cooperative will be protected before approving the 
insurance, and, further, that the amount of the mortgage must. be 
based upon the appraised value of the property rather than any other 
basis of calculating the maximum mortgage. 


MORTGAGE CEILINGS FOR ALASKA, GUAM, AND HAWAII 


Section 109 authorizes the FHA Commissioner to increase mortgage 
ceilings for mortgages insured in Alaska, Guam, and Hawaii. tS 
tion 214 of the National Housing Act presently authorizes the Com- 
missioner to increase mortgage ceilings by 50 percent in Alaska, 
Guam, and Hawaii because of higher costs prevailing in those places. 
It is also possible for the Commissioner to authorize special high- 
cost area increases. However, he may not presently increase by 50 

rcent the high-cost area allowance. This section would permit the 
es to increase high-cost area allowances in these areas by 
an additional 50 percent. 


PAYMENT OF SERVICE CHARGE BY MORTGAGOR IN MORTGAGES ASSIGNED 
TO FHA 


Section 109 also would permit the FHA to assess a service charge 
ganna project mortgagors in default if the mortgage is assigned to 
A. 


Under the present statute, mor enarss have the option of assignin 


mortgages in default and taking a reduced amount of debentures or o 
foreclosing and conveying title to the FHA. If a mortgage is as- 
signed, the mortgagor is no longer obligated to pay a mortgage insur- 
ance premium because, as the mortgage is held by the FHA. Canteie- 
sioner, it isno longer an insured mortgage. 

There have been claims made that some mortgagors have inten- 
tionally gone into default with the expectation that the mortga 
would assign the mortgage, thus relieving the mortgagor of the lia- 
bility for the payment of the one-half-percent mortgage insurance 
premium. The proposed revision would authorize the Commissioner 
in such cases to assess a service charge not exceeding the amount of 
the original mortgage insurance premium as long as he holds the 
mortgage. This amendment would apply uniformly to all FHA 
programs. 


GENERAL MORTAGE INSURANCE AUTHORIZATION 


Section 110 provides an increase, upon enactment, of $5 billion, in 
the general mortgage insurance authorization which covers all FHA 
programs (except the property repair and home improvement pro- 
gram under title I, of the National Housing Act, and the armed 
services rental housing program under title VIII of that act). The 
existing authorization is approximately $29.8 billion. 
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An additional $5 billion would be made available on July 1, 1959. 
This sum would be in addition to authorizations becoming available 
during each year as outstanding insurance and commitments to in- 
sure are reduced through amortization or prepayment of mortgages 
or through expiration to outstanding commitments. However, the 
unused amount of the $5 billion increment made available upon en- 
actment of this bill would lapse on June 30, 1959. 

The committee is aware that starting during the fall of 1958, the 
FHA Commissioner determined that it was necessary to promul- 
gate certain administrative procedures in order to conserve the limited 
balance remaining in the general mortgage insurance authorization 
and to stretch out the agency’s insuring authority as far as possible. 
The committee realizes that the action taken by the Commissioner 
of issuing “agreements to insure” was a device which may have been 
necessary to hold the small balance for those evidencing a clear in- 
tent to close an FHA mortgage. This bill, however, would increase 
the general mortgage insurance authorization by an amount which the 
committee feels is sufficient to meet the needs of all those seeking 
commitments from the FHA under all insurance programs gov- 
erned by the general mortgage insurance authorization. The com- 
mittee, therefore, is of the opinion that by the action taken in this 
bill, the commissioner should discontinue all restrictive procedures 
adopted to conserve the authorization when there was a limited bal- 
ance. 


REPEAL OF OBSOLETE PROVISION 


Section 111 of the bill would repeal section 218 of the National 
Housing Act. This section deals with the transfer of application fees 
from one program, which is now obsolete, to other FHA programs. 
Since there are no fees which can be transferred, section 218 is with- 
out effect. 


HOUSING IN URBAN RENEWAL AREAS 


Section 220 of the National Housing Act was designed to assist in 
providing the financing required for the rehabilitation of existing 
dwellings and the construction of new dwellings where such dwellings 
are located in urban renewal areas. The terms under this section were 
made more liberal than the regular sales housing under section 203 
and the regular rental housing under section 207 in order to aid the 
elimination of slums and blight and the prevention of the deteriora- 
tion of residential property. The dwellings may be for sale or for 
rent. 


Sales housing 


Section 112(a) would increase the maximum insurable loan 
amounts applicable to one-, two-, and three-family residences. The 
new ceilings are $22,500 for a one-family residence, $25,000 for a two- 
family residence, and $30,000 for a three-family residence. This com- 
pares with present ceilings of $20,000, $20,000, and $27,500, respec- 
tively. The $35,000 ceiling for a four-family residence remains un- 
changed. Costs of materials and labor in recent years have forced 
upward the total cost of construction and the committee believes that 
mortgage ceilings should be raised upward consistent with the changes 
in costs. 
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In approving the higher ceilings, the committee expressed the opin- 
ion that every effort should be made by the homebuilding industry 
and the FHA to provide housing in urban renewal areas at a price 
within reach of the moderate-income family. 


Rental Housing 

Section 112(b) would increase maximum insurable loan amounts 
for multifamily housing in urban renewal areas under section 220. 
The new maximum amounts would be the same as those proposed 
for FHA’s section 207 regular rental housing in section 106 of this 
bill. In addition to increasing the maximum insurable loans, section 
112(b) of the bill would revise the maximum permissible loan ratio 
from 90 percent of replacement cost (which may include a 10-per- 
cent allowance for builder’s and sponsor’s risk and profit) to 100 
percent of replacement cost (excluding any allowance for builder’s 
and sponsor’s profit and risk). 

The principal reason for this change is to make more equitable the 
equity requirements for financing multifamily rental housing as be- 
tween a builder-sponsor on the one hand an an investor-sponsor on 
the other. Under present law, a redeveloper may obtain an insured 
loan in an amount equal to 90 percent of the estimated replacement 
cost of new multifamily rental hininine to be constructed in an urban 
renewal area. In order to reduce the cash equity required for such 
projects, the Congress in the Housing Act of 1956 added a provision 
that, in cases where the redeveloper is also the builder, the estimated 
replacement cost must include an allowance for builder’s and sponsor’s 
profit and risk (i.e., invest his time and profit), this reduces the cash 
in such cases where the redeveloper is also the builder, he can avoid 


cash payment of the 10-percent allowance for builder’s and sponsor’s 
profit and risk (104 invest his time and profit), this reduces the cash 


equity required. The practical effect in such cases is that the re- 
developer who is also the builder is able to obtain a mortgage loan ap- 
proximating his actual out-of-pocket cost of construction exclusive of 
any allowance for builder’s and sponsor’s profit and risk. 

However, in those cases where the redeveloper is not also the builder 
(i.e., the redeveloper contracts with an independent general con- 
tractor to construct the housing under a lump sum contract and has 
no identity of interest with such contractor), the situation is different 
and operates to the disadvantage of such a redeveloper. In such case, 
the allowance for builder’s and sponsor’s profit and risk is limited by 
existing law to 10 percent of all costs except land and the amount of 
the general construction cost. Since the percentage allowance is appli- 
cable only to a small portion of total costs, the amount which such a 
redeveloper can reduce the cash equity required by avoiding cash pay- 
ment of the allowance is negligible. The practical effect in such cases 
is that the redeveloper who is not also the builder is not able to obtain 
a loan approximating his actual out-of-pocket cost. of construction. 

The bill, therefore, provides that in the case of new multifamily 
rental housing to be constructed in urban renewal areas under section 
220, the redeveloper may obtain an insured mortgage loan not exceed- 
ing his actual out-of-pocket cost, and the formula would apply to the 
redeveloper who is not the builder as well as to the redeveloper who is 
the builder. 
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It is to be noted that the ibility of a redeveloper obtaining so- 
called windfalls (i.e., insured mortgage loans in excess of actual cost of 
projects, and paying the proceeds of the insured mortgage loan in 
excess of actual cost to themselves) is eliminated by continuing to 
make applicable to these cases the cost certification requirements de- 
veloped by the Congress in 1954 and applied to FHA rental housing 
insurance programs since that time. Thus, while the initial insurance 
commitment would be based on estimated actual out-of-pocket replace- 
ment.cost, at project completion the redeveloper must certify out-of- 
pocket costs actually incurred and, if the out-of-pocket costs actually 
incurred, as certified by the redeveloper and approved by the Commis- 
sioner, are less than the original estimated replacement costs on which 
the mortgage loan was based, the excess mortgage loan proceeds must 
a applied to reduction of the principal amount of the FHA insured 

oan. 

The proposed law permitting FHA insurance for the full amount 
of the out-of-pocket costs of construction is permissive and not manda- 
tory upon FHA. At the present time FHA has an administrative 
requirement that the cash equity shall amount to at least 3 percent 
of replacement cost. The committee had no comment on this amount 
believing that the rebuilding of urban renewal areas is the one big 
challenge left unmet in carrying out the objectives of slum clearance 
and urban renewal and that FHA’s regulations should be sufficiently 
flexible within the law to interest builders and sponsors in construct- 
ing and rehabilitating houses in urban renewal areas. 

tion 112 (b) would amend FHA section 220 to permit the ex- 
clusion of certain land improvements as defined by the FHA Com- 
missioner from the statutory dollar amount limitations per room and 
per unit presently provided in the act. This new authority would 
apply only to multifamily housing projects under section 220 (hous- 
ing in urban renewal areas). It is necessary because the redevelop- 
ment plan for this type of protect frequently restricts land coverage 
to an unusually small percentage of the total area of the property, 
thus leaving a large expanse of land to be suitably landscaped and 
otherwise improved. When the cost of this landscaping and related 
improvements must be included within the dollar limits per room and 
per unit as at present, the sponsor seeks some method to reduce his 
cost through the elimination of otherwise desirable improvements. 
In many cases, landscaping and other exterior improvements are the 
first to be eliminated to the detriment of the appearance of a redevel- 
opment area, This amendment would permit the costs of landscaping 
and related improvements to be included as a part of the mortgage, 
but to be excluded from the statutory dollar amount limits per room 
and per unit. 

This section would make clear that the mortgage security could 
include such community and commercial facilities as the FHA Com- 
missioner deems adequate to serve the occupants. 


ELIGIBILITY OF SINGLE PERSONS FOR FHA SECTION 220 AND 221 HOUSING 


Section 112(c) would extend the benefits of FHA section 220 and 
221 programs to single persons. ‘Under existing law, housing con- 
structed under FHA section 220 is confined to facilities for families. 
No provision is made for the construction of apartments intended for 
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single persons. This provision would authorize the FHA Commis- 
sioner to permit the construction of dwellings intended for occupancy 
by single individuals. 

Likewise, the occupancy of housing insured under section 221 is 
limited to displaced families. According to existing law certificates 
for occupancy of such structures are now issued only to families. 

Witnesses testified that in slum clearance areas there are present a 
large number of individuals who live in dilapidated rooming houses. 
These individuals are desperately in need of decent housing which is 
not now available to them. The needs of such individ has been 
neglected and assistance should be provided to them on the same terms 
as are now provided to families living in such areas. 

The proposed provision would authorize the housing agency to 
issue certificates to individuals on the same basis as they are now 
issued to families. 


RELOCATION HOUSING 


Section 221 of the National Housing Act is designed to help in the 
financing of new or rehabilitated housing for farnilian being displaced 
as a result of governmental action. 
Eligible families 

Under present law, the liberal mortgage insurance provided by 
section 221 housing is available to families located in a community 
with a federally approved “workable program” for community im- 
provement who are displaced as a result of governmental action or 
displaced from an urban renewal area. 

Section 113 would extend the benefits of section 221 to families dis- 
placed through governmental action without regard to the fact that 
these families live in a community which does not have a “workable 
program,” provided that the displacement takes place “in the environs 
of a community” which has such a program. The committee has been 
advised of situations in which displacement has occurred within the 
metropolitan area of a community which has a “workable program.” 
In these instances, the family displaced within the community which 
has a “workable program” is eligible whereas the family displaced in 
adjacent and contiguous communities within the metropolitan area is 
not eligible for the benefits of FHA section 221. The needs of these 
families are as great as the needs of those families displaced within the 
“workable program” area and the committee, therefore, feels that they, 
too, should be entitled to such benefits as are available. The statute 
refers to the “environs of a community” which has a “workable pro- 

am.” The committee proposed no specific definition for the term 

environs” but believed it advisable to leave such determination to the 
Administrator. 

_ Under present law loans may be insured under section 211 for hous- 
Ing in a community having a “workable program” provided that the 
community shall have requested such insurance. tion 113 would 
make loans eligible for section 221 insurance in a community with- 
out an approved “workable program” provided that it is located in 
the environs of a community which has such a program. No change 


is proposed in the requirement that the community must request such 
msurance.. 
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Increase in mortgage ceilings 

Section 114 (a) would increase the maximum insurable loan amount 
from $9,000 to $10,000 in normal cost areas, and from $10,000 to 
$12,000 in high-cost areas for single-family housing insured under 
FHA section 221. 

As the urban renewal program progresses, it becomes evident that 
substantial numbers of persons will be displaced. For the most part, 
these displaced families will be low-income families. They will not 
be in a position to avail themselves of housing produced at normal 
cost levels within their respective communities. It was for this rea- 
son that mortgage ceilings at the comparatively low level of $9,000 
($10,000 in high-cost areas) were established for this program. Con- 
siderable testimony produced over the past 24 months has shown that, 
particularly in larger cities and especially in the northern sections of 
the country, the existing insurable loan amounts for section 221 are 
not adequate to provide housing. While the committee recognizes 
the danger of increasing maximum amounts to the point where hous- 
ing will be produced beyond the income range of displaced families, 
it, nevertheless, recognizes that unless such housing is built it cannot 
be made available for these families. This increase in the maximum 
loan amount should encourage the production of additional relocation 
housing. 


Eligible structures 

Section 114(a) would also make the mortgage insurance programs 
of section 221 applicable to 2-, 3-, and 4-family dwellings. (At the 
present time, only single-family or multifamily rental projects con- 
structed by nonprofit corporations are eligible.) 

This amendment would permit insurance for a 2-, 3-, and 4-family 
dwelling, if the property meets FHA minimum property standards 
and appropriate State and local housing ordinances or regulations. 
Correspondingly higher loan limits are permitted for these dwell- 
ings—$18,000 for a 2-family dwelling ($20,000 in high-cost areas), 
$25,000 for a 3-family dwelling ($27,500 in high-cost areas), and 
$32,000 for a 4-family dwelling ($35,000 in high-cost areas). The 
minimum downpayment for an owner-occupant would be $200 for 
each unit in the dwelling. Where the mortgagor is not the owner- 
occupant, the loan would be limited to 85 percent of appraised value. 
The FHA is authorized to prescribe procedures under which the 
owner of the 2-, 3-, or 4-family dwelling would give a a in rent- 
ing the units not occupied by him to persons displaced by urban 
renewal activity. 

New cost ceiling for multifamily rental housing 

Section 114(b) would increase the maximum loan amount for multi- 
family rental projects from $9,000 to $10,000 per family unit (from 
$10,000 to $12,000 in high-cost areas). The purpose of the change is 
to make maximum cost for rental housing consistent with the higher 
maximum permissible for sales housing. 

Eligible mortgagors 
Section 114(b) would also make section 221 insurance available to 


private builders for the production of rental housing for displaced 
families. The loan amount would be determined on the same basis 
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as under section 220 redevelopment housing; i.e., in the case of new 
construction, the loan could be in an amount equal to the estimated 
replacement cost or actual certified cost (whichever is lower), exclu- 
sive of any allowance for builder’s and sponsor’s profit and risk. In 
the case of repair or rehabilitation, the loan could be in an amount 

ual to the Commissioner’s estimate of the value of the property 
when the proposed repair or rehabilitation is completed. Such mort- 
gagor corporations would also be subject to regulation by the Com- 
missioner as to rents, sales, charges, capital structure, rate of return, 
and methods of operation as in the case of other FHA rental housing 


rograms. 

The possibility of any such corporations obtaining so-called wind- 
falls is eliminated by making the cost certification requirements of 
section 227 applicable to such mortgagor corporations. 


Cost basis for insurance 


Under the present section 221, private nonprofit corporations and 
public agencies are eligible for F insured mortgage loans equal to 
100 percent of the Commissioner’s estimate of the value of relocation 
housing for rent. Section 114(b) would place determination of loan 
amount on a cost instead of a value basis for new construction, but 
leave relocation housing produced by repair or rehabilitation on a 
value basis. This is the pattern fol dae, in section 220 redevelop- 
ment housing and there is no reason why housing for displaced fami- 
lies should be treated differently. 


Technical amendment 


Section 114(b) also would permit the FHA Commissioner to in- 
clude community and commercial facilities built to serve the needs of 
occupants of property insured under FHA section 221 (housing for 
“2 aced families). 

ccording to the FHA Commissioner, the interpretation of the 
present law is questionable regarding this matter. The purpose of 
this amendment, therefore, is to remove uncertainties regarding the 
inclusion of such facilities in the sections 220 and 221 mortgage. 


HOUSING FOR SERVICEMEN 


Section 115(a) would increase the maximum loan amount from 
$17,100 to $20,000 for housing insured under FHA section 222 (mort- 
gage insurance for servicemen). 

Under this section, the FHA is authorized to insure housing for 
occupancy by members of the Armed Forces who have been on active 
duty for at least 2 years and are certified by the Secretary of Defense 
as eligible for the benefits of this program. The principal advantage 
of this program for servicemen is the payment by the Secretary of 
Defense of the FHA mortgage insurance premium, which gives men 
on active duty a benefit afforded veterans through the Servicemen’s 
Readjustment Act of 1944. 

Section 115(b) would permit the benefits of section 222 to be made 
available to servicemen for the purchase of housing insured under 
FHA section 203(f). The insurance under section 203(i) is applica- 
ble to housing outside of built-up urban areas where the Commissioner 
finds it not practicable to obtain conformity with many of the mini- 

35977598 
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mum requirements essential to the insurance of mortgages on housing 
in built-up urban areas. 


COST CERTIFICATION 


Section 116 would amend section 227 of the National Housing Act 
to conform it with amendments made to other sections of the Na- 
tional Housing Act by the bill. Section 227 contains the cost certifica- 
tion requirement for FHA-aided rental housing programs. This bill 
would change existing law on loan-to-value ratios and the basis for 
computing the ratio for sections 220, 221, and 229. Changes made in 
loan-to-value ratios under each of these sections required correspond- 
ing changes in the cost certification section. This section would also 
add a new reference to make the cost certification requirement apply 
to the new armed services housing program proposed by this bill (sec. 
810 of title VIII of the National Housing Act). 


VOLUNTARY TERMINATION OF INSURANCE 


Section 117 adds a new section 229 to the National Housing Act 
which would permit the FHA Cornmissioner to terminate FHA insur- 
ance upon the request of the mortgagor and the mortgagee. In such 
cases, the FHA Commissioner is authorized to collect an adjusted in- 
surance premium. 

The present law contains no provision for the voluntary termina- 
tion of FHA insurance. It is necessary, therefore, in such cases for 
the mortgagor to pay the expenses of refinancing the mortgage for the 
purpose of terminating the insurance. In order that the Toancial po- 
sition of the FHA insurance fund would not be materially affected 
by such action, a provision is made in the law for the payment of an 
adjusted premium charge. Rights and privileges under the insur- 
ance program, such as the privilege of receiving distributive shares 
from the mutual mortgage insurance fund, would be the same as in 
the case of insurance terminations under other provisions of the law. 


AVOIDANCE OF FORECLOSURE 


During the recession of early 1958, there was considerable testi- 
mony about the possible increase in foreclosures among deserving 
homeowners whose home loans were insured by FHA. It came to the 
attention of the committee that the FHA program was lacking in 
pee safeguards to assure that a Sponrving homeowner would not 
ose his home because of temporary unemployment. Upon investi- 
gation, the committee was impressed by the marked difference between 
the FHA and GI loan guarantee programs in this regard. 

Under the GI loan guarantee program, the lender is encouraged to 
extend forebearance and the homeowner is provided several safe- 
guards against immediate foreclosure. For example, under the GI 
loan program, defaulted interest payments are a legitimate part of 
the lender’s claim for guarantee. Howerer, under the FHA program, 
defaulted interest payments are not properly includible in the FHA 
debenture in the event of ultimate foreclosure. 

Section 118 would correct this defect in the FHA program by 
permitting the Commissioner, in case of default and subsequent fore- 
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closure, to include unpaid interest in the debentures issued to the 
mortgagee. The committee believes that this provision would in- 
crease the incentive on the part of the lender to forestall foreclosure. 

The proposed amendment would also authorize the FHA Com- 
missioner to extend the time for curing the default and also, as a last 
resort to avoid foreclosure, would authorize the Commissioner to ac- 
quire the mortgage in return for debentures. This last authority is 
intended to be exercised only when the lender is either unwilling or 
unable to cooperate in curing a default. Similar authority has been 
present in the GI loan program since its inception which has been 
successfully administered. 

Both of these measures are designed to avoid foreclosure and would 
be discretionary with the FHA Commissioner. The committee recog- 
nizes that each case must be judged on its own merits and therefore 
would not want to impose mandatory requirements upon the Commis- 
sioner. However, it is believed that this authority given to the Com- 
missioner may be a necessary tool to avert large numbers of foreclo- 
sures during any future period of recession. 


TECHNICAL AMENDMENT 


Section 119 would provide that notification by the FHA Commis- 
sioner to persons being denied future benefits of participating in 
FHA programs would fulfill the requirements of the law if the notice 
is properly mailed to the last known address. 

HA may deny benefits of participating in the FHA programs 
to individuals who knowingly violate the act or related laws and 
regulations. Under present law, the Commissioner must notify the 
effected persons in writing. The amendment would permit the Com- 
missioner to fulfill the legal requirements of law by mailing the notifi- 
cation to the last known address of the person concerned. 


OCCUPANCY OF FHA HOUSING PROJECTS BY TRANSIENTS IN ALASKA 


Section 120 would remove the limitation applying to FHA sections 
207 and 608 projects to permit occupancy by transients provided that 
such projects have adverse vacancy history. Representatives from 
Alaska reported to the committee that there now exists in Alaska a 
number of projects insured under FHA sections 207 and 608 which 
have extremely high vacancy ratios. At the same time, there is a 
critical housing shortage for transients and visitors. It was pointed 
out that because of the recent entry of Alaska into the Union, travel 
in this State has increased severalfold. 

It is predicted that there will be an even greater expansion in the 
number of tourists traveling to Alaska this coming summer. Based 
on last year’s experience, demand for sleeping accommodations will 
exceed the available supply by about 2,500 units daily. It seems 
reasonable that the FHA projects which have such high vacancy 
ratios should be opened for occupancy to these transients for a 
temporary period of time. 

The bill provides that such projects be permitted to take transients 
for a period not to exceed 3 years. It will be the responsibility of the 
FHA Commissioner to certify specific projects which will be eligible 
for the exception contained in this section. 











TITLE II—HOUSING FOR THE ELDERLY 


Section 201 adds a new section 231 to the National Housing Act. 
This would establish a program of mortgage insurance for rental 
housing for elderly persons (defined as “any person, married or single, 
who is 60 years of age or over”). Although there have been efforts 
to provide a program of housing for elderly rsons in each of the 

ast 3 years, these efforts have not resulted in substantial success. 

xisting provisions of law are contained in section 207, FHA’s regu- 
lar rental wv program, and provide only a slight modification 
from the standard provisions of that section. (These existing provi- 
sions are deleted from the statute by section 106 of the bill.) In an 
effort to provide an effective rental housing program for elderly per- 
sons the committee recommends an entirely new section under which 
it anticipates that a substantial number of suitable dwelling units will 
be produced. 

The FHA Commissioner advised the committee that he had found 
widespread approval and interest in the development of a program of 
this type. He pointed out that limitations in existing law had pre- 
vented a more productive program. ‘The new section would increase 
the dollar limit on the maximum amount of the loan for housing for 
the elderly to $9,000 per unit for garden-type structures, $9,400 per 
unit for lelvator-Eype structures, with a permissible increase of $1,250 
per room for high-cost areas. 

Loans would be insured up to 100 percent of replacement cost for 
nonprofit corporations, and up to 100 percent of replacement cost, less 
any allowance for builder’s and sponsor’s profit and risk, for other 
than nonprofit corporations. The maximum interest rate would be 5 
percent with authority for the Commissioner to raise the rate to 514 
percent if necessary to meet conditions of the mortgage market. 

The new section 231 would provide that at least 50 percent of the 
units in a project be specifically designed for elderly persons and that 
elderly persons be given a preference or priority of opportunity to 
rent any unit in the project. The new section would also omit the 
requirement of “economic soundness” for FHA underwriting pur- 
poses. This requirement is not well adapted to projects of special 
design having a specialized purpose and which will not serve the gen- 
eral rental market. 

FHA would be permitted, but not required, to establish rental ceil- 
ings. In actual practice, these ceilings would serve no purpose for 

rojects owned and operated by nonprofit organizations. On the other 
han, FHA would be enabled to control rents on projects owned and 
operated by other than nonprofit organizations. 

The ee wage requirements of the Davis-Bacon Act would 
be applicable to both profitmaking and nonprofit mortgagors. How- 
ever, it is possible that some organizations may be able to utilize, at 
least in part, the labor and skills of persons sympathetic to the purposes 
of the organizations who may wish to render services wholly or par- 
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tially without compensation. In order to permit this to be done, the 
committee bill provides that organizations which produce housing 
for the elderly would be smitnen to accept voluntary gifts of services 
in whole or in part without necessity of fulfilling the minimum wage 
requirement of the Davis-Bacon Act. 


NURSING HOMES 


The new section 231 also initiates a new system of FHA mortgage 
insurance designed to facilitate construction of nursing homes. 

The term “nursing home” is defined as “a proprietary facility, 
licensed or regulated by the State (or, if there is no State law provid- 
ing for such licensing and regulation by the State, by the men ys 
or other political subdivision in which the facility 1s located), for the 
accomodation of convalescents or other persons who are not acutely 
ill and not in need of hospital care but who require skilled nursing 
care and related medical services, in which such nursing care and medi- 
cal services are prescribed by, or are performed under the general 
direction of, persons licensed to provide such care or services in accord- 
ance with the laws of the State where the facility is located.” The 
committee noted the testimony of the American Nursing Home Asso- 
ciation in support of legislation to provide FHA insurance for nursing 
homes. The table which appears subsequently in this section indicates 
the number of nursing homes by class and the number of beds in these 
homes, in total and by State, as of August 28, 1957. 

To create a conservation program and in order to avoid the danger 
of attracting undesirable Cente into the operation of proprietary 
nursing homes, the bill authorizes the FHA Commissioner to insure 
mortgages subject to the following conditions: (1) The mortgage shall 
be held by a mortgagor approved by the Commissioner, and the mort- 
gagor may be restricted as to charges and methods of operation, capi- 
tal structure, and rate of return; (2) the mortga chal involve a 
principal amount not in excess of $12,500,000 and not to exceed 75 
percent of the estimated value of the property when completed; (3) 
all of the standard provisions of the FHA may be made applicable 
to the insurance of loans oe petoreey nursing homes, an (4) the 
maximum interest rate would be 5 percent with authority for the 
Commissioner to raise the rate to 6 percent. Witnesses testifying on 
this subject stated that a 6 percent interest rate would be fair and 
reasonable. 

The Commissioner shall not insure any mortgage under this section 
unless he has received, from the State agency designated in accord- 
ance with section 612(a)(1) of the Public Health Service Act for 
the State in which is located the nursing home covered by the mort- 
gage, a certification that (1) there is a need for such nursing home, 
and (2) there are in force in such State or other political jurisdiction 
of the State in which the proposed nursing home would be located 
reasonable minimum standards of licensure and methods of operation 
for nursing homes. No mortgage shall be insured under this section 
unless the Commissioner has received such assurance as he may deem 
satisfactory from any such State agency that such standards will be 
applied and enforced with respect to any nursing home located in the 

tate for which mortgage insurance is provided under this section. 
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Survey made by the American Nursing Home Association of available nursing and 
convalescent homes as of Aug. 28, 1957 









Proprietary Nonprofit City, county, 
homes homes or State insti- 
State tutions 


Total Total 
number | number 
of beds | of homes 
in State | in State 


reported | reported 
Homes| Beds Homes * 


Alabama...-....--.-.-.--....- 91 1, 923 Shi: seia Les wcie 2, 163 
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We ON inn cabin cockbosccwss 384 7, 185 79 38 16, 477 501 
ne | 40 366 2 9 733 51 
District of Columbia........-- 20 Tee ak Oo, ids cedeoneeabhbeade 1, 764 20 
Virgin Islands 2__..........-..- Tee a ee ehh ci deaielantide Seat bet babii Laden ciegmen 
POM bbb cc nchecdescacsus 15, 530 263, 471 1, 429 496 | 49, 846 392, 303 17, 455 








1 Not reported in 1957. Data from 1954 report was used. 

2 None on islands. 

In using this table, please note: 

1. Not all licensing laws are the same from State to State. 

2. In some States complete data was not available as asked for by the survey. 

3. In some States nonprofit and county, city, and State institutions are the same. 

4. Many States are in the process of revising State licensing laws. 

5. Some States distinguish between homes for the aged and nursing homes. When possible, they have 
been treated as 1 in this survey. 

6. State mental hospitals and schools for the feebleminded are not included. 

7. Pennsylvania has commercial boarding homes which were counted under proprietary homes. 

8. Virginia licenses nursing homes for 2 or more patients. Homes for the aged must have 4 or more 
patients. This varies from State to State. 
b 9. Minnesota includes homes for chronic and convalescent patients as nursing homes or boarding-care 

omes. 


10. Missouri did not type nursing homes. They are in the process of putting into force a new nursing 
home-licensure law. 








TITLE ITI—URBAN RENEWAL 
STATEWIDE PLANNING 


Section 301 directs the HHFA Administrator to particularly en- 
courage the utilization of local public agencies established by the 
States to operate on a statewide basis in behalf of smaller communities 
undertaking urban renewal programs, 

Most small cities have neither the trained staff nor the financial sup- 
port to hire a staff to initiate and carry through an urban renewal 
project. A trained staff at the State level can be of great assistance 

y helping smaller communities initiate and complete urban renewal 
projects. 


TECHNICAL AMENDMENT ON CERTAIN FINANCING AUTHORITY 


Section 302 is a technical amendment to avoid a possible misinter- 
pretation of statutory language affecting certain private financing for 
an urban renewal project. Where a local public agency enters into 
long-term leases of the land in an urban renewal project, the Urban 
Renewal Administrator enters into a long-term or definitive loan 
agreement with the local agency. Because of existing statutory lan- 
guage, certain bond counsel have expressed some doubt as to whether 
a definitive loan agreement of the Federal Government can be used as 
a pledge to cover the interest, as well as the principal. This doubt is 
expressed because the second sentence of section 102(a) of the Hous- 
ing Act of 1949 provides that the loan agreement of the Federal Gov- 
ernment shall be in an amount not exceeding the estimated expendi- 
tures to be made by the local public agency “as part of the gross 
project cost.” The term “gross project cost” is defined in section 
110(e) of that act as the sum of the actual expenditures of the local 
public agency necessary to the project undertaking and the amount 
of noncash local grants-in-aid made in connection with the project. 
It is contended that therefore the loan agreement must not only be 
within the amount of these expenditures and grants-in-aid work but 
that it may be used only for them. Under this possible interpretation, 
the loan agreement could not be used in any case as a pledge for in- 
terest payments on a private obligation, as they are not part of gross 
sha cost. 

he Housing Agency does not construe section 102(a) in the above 
manner but follows the generally accepted view that the pertinent 
language in that section limits the amount of the Government loan 
agreement and not its purpose. It is desirable, however, to remove 
the possibility of any misinterpretation by bond counsel which could 
hinder financing. Accordingly, section 302 of the bill would preclude 
any interpretation that such language limits the purpose of the loan 
agreement. 
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EARLY LAND ACQUISITION 


Section 303 of the bill authorizes the Administrator of the HHFA 
to (1) expedite urban renewal projects by permitting him to omit or 
to simplify present detailed requirements for urban renewal plans, 
and (2) where State law permits, allow land acquisition prior to 
signing a loan and grant contract. 

ater present law, a local planning agency cannot acquire property, 
begin relocation, or commence the demolition of a slum until the 
final plans are approved. In many instances, localities find that it 
takes several years from the time preliminary plans are aes a until 
the approval of final plans. The preparation of final plans is a task 
requiring the making of lengthy surveys, long and detailed plans 
and specifications, and extensive negotiations and clearances with local 
governing bodies, as well as with Federal officials. 

Since it is general knowledge that the area has been designated for 
clearance and renewal, the area delineated goes through a period 
of transition. In many instances, families move out of rental 
lodgings, landlords find they cannot rerent, and the area, for all 
practical purposes, goes into greater deterioration. 

By permitting the local public agency to acquire property, start 
relocation, and commence demolition in the area upon approval of 
the preliminary plan, many problems which arise because oF the lo 
delay in final approval would be abated. The local agency woul 
be prohibited from acquiring property without the approval of the 
local governing body; and land could not be sold until approval of 
the final urban renewal plan. 

The committee wishes to emphasize that loans made to finance 
early land acquisition must be repaid to the Federal Government; 
and that the making of such loans shall not be construed to estop the 
Federal agency from disapproving any urban renewal plan which 
may be submitted subsequently. 


URBAN RENEWAL LOAN AUTHORIZATION 


Section 304 would permit the Administrator to obligate and to bor- 
row from the Treasury for urban renewal loan purposes in excess of 
the $1 billion statutory ceiling, at the discretion of the President. 

In addition, the proposed section would redefine the obligations in- 
curred against the borrowing authorization. This is largely a tech- 
nical matter required for budgetary purposes only. Under the lan- 
guage of the proposed section, the obligations incurred against bor- 
rowing authority would be defined as the sum of the amount actuall 
borrowed from the Treasury, plus the amount the Administrator esti- 
mates would be the maximum requirement under existing contracts 
to be borrowed from the Treasury as of any one time. It is unlikely 
that within the foreseeable future the billion dollars would be ex- 
ceeded. However, the language of the proposed amendment would 
permit the obligations to exceed the billion dollars at the discretion 
of the President. 

GRANT AUTHORIZATION 


The Housing Act of 1949, as expanded by the Housing Act of 1954, 
assigns to the Federal Government a major role in the nationwide task 
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of preserving our urban areas. The slum-clearance and urban-renewal 
rogram is a Federal-local partnership of planning and cost sharing. 
he Federal Government extends amma assistance in the form of 
loans, advances, and capital grants to local agencies responsible for 
initiating and executing local urban renewal programs. 

Section 305 of the bill would increase the present $1,350 million 
capital grant authorization by $350 million a year for each of the 
next 6 years beginning in the fiscal year 1959. This amount could 
be further increased by $150 million in any one year upon a determi- 
nation by the Administrator, with the approval of the President, that 
the additional amounts are necessary to carry out the urban renewal 
objectives. The total additional authorization could not exceed $2.1 
billion for the 6-year period. The new authorization plus the existing 
authorization would aggregate a total capital grant authorization of 
$3,450 million during the 15-year period from July 1, 1949, to July 1, 
1964. 

As of December 31, 1958, approximately $1,326 million of the 
$1,350 million capital grant authorization had been reserved for 648 
projects in 386 communities. Activity under this program has in- 
creased sharply during the last few years, with applications being 
submitted to the Urban Renewal Administration for amounts far in 
excess of the available capital grant funds. A backlog of applica- 
tions began to appear in 1957 and has continued to grow ever since. 

The Housing ket of 1957 authorized $350 million of capital grant 
money but only $300 million was made available by the Administra- 
tion up to June 30, 1958. Against this amount reserved, the URA 
had requests for $680 million. 

The backlog on July 1, 1958, amounted to $334 million. Because 
the authorization was not increased in 1958, the Administration re- 
leased $100 million held by the President which, combined with $54 
million withheld by the Budget Bureau, provided $154 million to take 
care of requirements for fiscal 1959. Starting in September 1959, the 
URA issued a formula for rationing the limited funds. The results 
of this formula have been to cut back many local projects and arti- 
ficially reduce the backlog. As of December 31, 1958, the URA claims 
a backlog of only $185 million of applications pending. Testimony 
received during the hearings, however, indicated that the real backlog 
demand for capital grant authorization is several times this figure. 

Activity of the program in the last 5 years is indicated by the fol- 
lowing data: 

Capital grant activity over last 5 years 


{In millions] 

Fiscal year Amount Amount 

reserved disbursed 
Bo recanncietiiennandcbeceinniedenmcaduncaiwedawiap madam tcimntataaddantal $72.0 $33. 5 
Wop oncnisccncceatnnddénbhtheeddnsascatetitnson nit diadscsaumlaanaesee 212.3 13.6 
I d:nevénctimhibsttcniamenennatatdiaianiiminantitiieiaimnd di imemadapanin daminenbe 237.9 29.6 
SO n chisshinconnpditnbtbhionetthliatuhecliinn cule hadeedahddetapghbatnandbicdurcmteredbibiih 300. 0 35.2 
TORE Cet 6 WORE) 6 ob buk Cah dd din cdlohinh dectbebdbduikredectidlambutagadbwen 130. 6 24.5 
RA RE EE EE Roe 1, 326. 2 155. 8 


35977—59——4 
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Project activity over last 5 years 





Fiscal Year Planning Execution | Projects 
approved approved | completed 


Se, Sibi 6b hbt- Sb. s densbdaphoe~ chet 4ckabennienese~chdiny. 61 24 


0 
trad 6d chns <tr anbienn dak tebsh ose doe asdeaeeet eased 80 27 1 
Fe drakida bbs ce bhddn~ tbe dodsncbithiinbknaoddenatbooddd 59 65 2 
i en am wiibneinn 118 105 7 
BOSS ene 6 ON ak Seine dn nt chbb bce cchdbtdne dbedesawade 94 5 0 
BOSSE D8 OF TOG, Sh. BIE. cckncvt cancescesbescussbossneibi oie 332 281 10 


Status of capital grant fund 


Amount authorized by Congress__._._.---._-.-..-..----------- * $1, 350, 000, 000 
Moneved ty DRA coi a i re cae 1, 326, 000, 000 
Balance o6:0f. Dec. 81. TOG oi tein editions 24, 000, 000 


2 Includes $100 million released by President in September 1958. 


In arriving at the amount of new capital grant authorization, the 
committee was impressed by the testimony of witnesses, includin 
many mayors of cities with active urban renewal programs, who urg' 
the continuation and expansion of the program. These witnesses 
pointed out that an urban renewal program cannot operate on a spo- 
radic basis and urged that the new authorization should be sufficient 
to insure continuity. 

Another consideration taken into account in estimating future needs 
was testimony to the effect that the program will grow, not only by 
an expansion within cities already participating, but also by an ex- 
tension of the program to new cities. Of the total of 1,233 cities in 
the United States (having populations of 10,000 or more in 1950), only 
223 had urban renewal projects as of December 31,1957. As the pro- 
gram progresses, more of the nonparticipating cities, particularly 
those with less than 100,000 population, are likely to request author- 
ization for capital grant funds. 

In making the recommendation for a 6-year capital grant authori- 
zation, the committee had in mind the extent of the job yet to be done 
in clearing cities of slums and blight and the involved and time-con- 
suming work required to develop plans for urban renewal projects. 
Long-range planning is an shiciode necessity to the success of this 
program. Officials of local communities believe it imperative that 
the Federal Government be committed to a continuous and adequate 
urban renewal program to assure the local communities of Federal 
support as local plans are developed. It was claimed that without 
Federal assistance, local communities would be financially unable to 
carry out the redevelopment program and most communities would 
not even begin planning unless they were reasonably assured of avail- 
able Federal assistance when plans are ready. 6-year program 
would provide localities with an assurance of continued Federal sup- 
port for their urban renewal programs. 


REPAYMENT OF UNCOLLECTIBLE ADVANCES 


Section 306 would authorize the Administrator to pay out of ap- 
propriated capital-grant funds amounts equal to sums he has bor- 
rowed from the Treasury and loaned to local public agencies as ad- 
vances for urban renewal planning, if these advances have become 
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uncollectible. To obtain funds for advances for urban renewal plan- 
ning, the Administrator issues notes to the Secretary of the Treasury. 
From the funds thus obtained, the Administrator advances funds to 
the local public agency for such planning. These advances are repay: 
able by the local public agency as moneys become available for the 
undertaking of actual urban renewal projects. However, where the 
planning work is not completed or projects are not undertaken, these 
advances become uncollectible. This amendment would permit the 
HHFA Administrator to repay the Secretary of the Treasury for 
these planning advances including interest, and eliminate the neces- 
sity of having these debts carried on the books and accumulating 
interest indefinitely. It would not affect the obligation of the local 
public agency to repay the Federal Government if funds should be- 
come available through subsequent activation of one of the projects 
involved. 


COMMUNITY RENEWAL PROGRAM 


At present, the Administrator may make advances of funds to local 
public agencies for (1) surveys and plans for specific urban renewal 
projects, (2) general neighborhood renewal planning, and (3) studies 
to determine the feasibility of proposed urban renewal projects. 
These advances cover the entire cost of planning work and are repay- 
able solely from money becoming available when the contract is signed 
for a capital grant to the community. 

Section 307 would add a new purpose for the use of capital grants, 
namely, for the preparation or completion of “community renewal 
programs.” Such programs would include (1) the identification of 
slum areas or blighted, deteriorated, or deteriorating areas in the com- 
munity, (2) the measurement of the nature and degree of blight and 
blighting factors within such area, (3) determination of the financial, 
relocation, and other resources needed and available to renew such 
areas, (4) the identification of potential project areas and, where 
feasible, ty of urban renewal action contemplated within such 
areas, and (5) scheduling and programing such urban renewal activ- 
ities. 

Federal assistance under this program would be limited to two- 
thirds of the cost of the preparation or completion of the community 
renewal program. The program must conform to the general plan 
of the locality as a whole and the ap lication must be sppeored by 
the local gorsrning body. Reasona le requirements governing the 
scope and nature of the program may be established by the Adminis- 
trator to carry out the purposes of the program. These requirements 
are necessary because a survey of a community’s total urban renewal 
needs could be extensive and involved. Without some general dimen- 
sions of the proposed work and some general plan of procedure it 
would be imprudent for the Administrator to approve a capital grant. 

The new “community renewal” planning would be financed through 
a “grant” rather than by an “advance” as is the case with other 
planning funds. The Federal share would be two-thirds of the total 
cost in keeping with the existing capital grant formula. The use of 
grants rather than advances would avoid the necessity of charging to 
one urban renewal project the cost of planning work which might be 
applicable to several projects. 
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Testimony received from city officials and others supported the pro- 
posal for expanding the use of planning assistance for the purpose 
of surveying the entire community and preparing plans for a long- 
range program of urban renewal for the community asa whole. For 
some communities this would be an ideal way of proceeding before 
undertaking a specific project. 

For other communities, however, there are reasons why citywide 
planning is not practicable and the community therefore would prefer 
to survey and develop plans for general neighborhood renewal, as 
provided in existing law. A community may also find it more prac- 
tical to use planning advances to determine whether the undertaking 
of aspecific urban renewal project is feasible. 


TECHNICAL AMENDMENT 


Section 308 authorizes a Federal agency or the District of Columbia 
to obligate itself and to agree to the statutory requirements appli- 
cable to redevelopers when purchasing urban renewal land. Every 
purchaser of urban renewal Seamer tnan a local public agency must 
agree (1) to devote the property to the uses specified in the urban 
renewal plan, (2) to begin within a Saas any improve- 
ment of the property required by the plan, and (3) to comply with 
such other conditions as the Housing Administrator specifies. In 
several instances where the District of Columbia or a Federal agency 
has erage’ to acquire such urban renewal land, it has been found that 
they lacked the statutory authority necessary to make the above agree- 
ments. This amendment would permit the District of Columbia or a 
Federal agency to make these required agreements. However, under 
the proposed amendment, neither the District of Columbia nor a Fed- 
eral agency would be able to agree to item (2), above, only to the ex- 
ont bm it is authorized to construct improvements and has avail- 
able , 


REMOVAL OF LIMITATION ON URBAN RENEWAL LOAN FUNDS IN ANY ONE 
STATE 


Section 309 would remove the provision now in the law that not 
more than 1214 percent of Federal funds for urban renewal assist- 
ance may be loaned in any one State. Present law contains a limita- 
tion of 1214 percent on the use of both loan and grant funds in an 
one State. Since the limitation upon grants is the ultimate control, 
this double restriction is unnecessary. The committee believes that 
the limitation on grant funds is adequate to insure a proper distribu- 
tion of Federal assistance for urban renewal aid among all the States. 


RELOCATION PAYMENTS 


Section 310(a) would permit relocation payments to families and 
businesses ees as a result of any governmental activity in an 
urban renewal area, or as a result of a program of voluntary repair 
and rehabilitation in connection with an urban renewal project. This 
provision would authorize payments by the local public agency out 
of capital-grant funds to families or business establishments displaced 
within an urban renewal area by such governmental activity as code 
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enforcement and the construction of public roads, streets, buildings, 
or public works, even though they are not carried out in connection 
with the urban renewal project. 

Under existing law, individuals, families and businesses displaced 
from an urban renewal area are not eligible for relocation a. 
where their displacement results from the activity of a public body 
other than the local public agency (for example where acquisition of 
a highway right-of-way within an urban renewal area is by the high- 
way agency) or where displacement results from voluntary repair or 
rehabilitation in the urban renewal area. 

This has created situations in a few communities where some dis- 
placees within an urban renewal area are receiving relocation pay- 
ments and their neighbors across the street are not. To correct thi 
inequity, the committee approved the extension of eligibility for re- 
location payments to all individuals, families, and businesses displaced 
by governmental activity from an urban renewal area. 

This section also would increase the present $100 maximum reloca- 
tion eee for families and individuals to $200. It would also in- 
crease the present maximum relocation payment for displaced business 
concerns from $2,500 to $3,000. These payments are for the purpose 
of compensating the displaced family or the displaced business for 
reasonable and necessary moving expenses and any direct loss of prop- 
erty except goodwill or profit resulting from displacement. 

Evidence was presented to the committee which showed that the 
present ceiling of $100 for individuals and families is not adequate to 
meet the actual costs of moving in some cities. This is also true re- 

ding the moving expenses for business establishments in some 
ocalities. 

Section 310(b) would give business concerns which are displaced 
from urban renewal areas a priority of opportunity to purchase or 
lease commercial or industrial facilities to become available after rede- 
velopment. 

Under existing law, a business concern displaced from an urban 
renewal area often suffers a loss of goodwill by being forced to vacate 
long-established premises in one neighborhood and to move into an- 
other where the concern may be completely unknown. This is most 
often true of small-business concerns which depend on neighborhood 
customers. 

The provisions of this section would afford such an establishment a 

riority to locate in the project area, provided that the local governing 
y determines such location to be practicable and desirable. Noth- 
ing in this section should be construed as requiring any different plan- 
ning for the project area than would otherwise conform to the general 
plan for the Reatlonamiat of the area in accordance with the objectives 
of the urban renewal plan. Likewise, this provision should not be 
administered in a way which would unduly delay completion of a 
project or occupancy of facilities. 


PRIORITY TO STATES CONTRIBUTING TO LOCAL SHARE 


Section 311 would give priority to urban renewal projects in States 
where the State contributes at least one-half of the required local 
grant-in-aid. The purpose of this provision is to encourage State 
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participation in urban renewal programs. It is believed that by 
establishing a priority incentive, more States will come into the pro- 
gram and the financial burden upon the Federal Government be 
reduced. 


NATURE OF URBAN RENEWAL PLAN 


Many complaints were made by witnesses that urban renewal is too 
complex and cumbersome and overburdened with too much redta 
and detailed review by the Urban Renewal Administration in Wash- 
ington. The typical time to complete a project is from 3 to 5 years. 
Some projects started in 1950 are still incomplete. 

To help reduce the time required to complete a project, section 312 
would permit the Administrator to omit or simptity certain planning 
requirements which are unrealistic or which cause unnecessary delay. 
The urban renewal plan must still be found to be sufficiently complete 
to indicate the general nature of such redevelopment, improvements, 
and rehabilitation as may be proposed in the urban renewal area, 
including the general land uses and general nature of building re- 
quirements snd density standards, 

The proposed language for the statute eliminates a number of 
specific detailed requirements and mentions only general requirements 
which may be broadly interpreted by the Administrator. 


NONRESIDENTIAL DEVELOPMENT 


Under existing law, urban renewal projects assisted by the Federal 
Government must be predominantly residential, either before or after 
redevelopment. An exception to this requirement, up to 10 percent of 
the capital grant authorization, is allowed for nonresidential projects 
where the site includes a substantial number of slum or blighted 
dwellings. 

Section 313 of the bill would change the exception to the predomi- 
nantly residential rule by increasing Jone 10 to 20 percent the amount 
of urban renewal grant authorization that can be used for nonresi- 
dential purposes. The exception would only be permitted in areas 
where the governing body of the locality determines that the rede- 
velopment of such an area for predominantly nonresidential use is 
necessary for the proper development of the community. 

The present requirement that the site for nonresidential develop- 
ment must include a substantial number of slum or blighted dwellings 
would be eliminated. (“Substantial” has been interpreted adminis- 
tratively as 20 percent of the project.) 

The committee heard testimony from official representatives of 
many cities that there are substantial blighted areas which contain 
few if any substandard dwelling units. ese are the areas of struc- 
turally deteriorated and functionally obsolete factories, stores, and 
warehouses. They drain the economic resources of cities and hinder 
the establishment of decent living and working environments. 

The initial recognition of the need to expand the urban renewal 
program to clear out and eliminate commercial and industrial blight 
was made in 1954 when the exception was first written into the law 
permitting the use of 10 percent of total capital grant funds for this 
purpose. Since that time, applications for this type of development 
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have been numerous. Many have been rejected because of failure to 
meet the “substantial” test; in addition many other applications were 
never filed because the sites were and should continue to be used for 
nonresidential purposes. The experience to date under this provision 
is as follows: 


Capital grant funds for projects under the 10-percent exception (as of 
Dec. 31, 1958) 
{In millions of dollars] 
Maximum available (10 percent of total grant money released to URA)-__. 135.0 





Applications approved for grant reservation (33 projects) ...._.._..____ 105. 3 
NE a ies ps hesitant hep cciaheiapeclptdhe ered ante ted bbaiacbglps eansiill 29, 7 
The committee that the basic objective of the program is to 


eliminate slums and blighted homes but also recognizes that no com- 
munity can survive without an orderly plan for renewing its com- 
mercial and industrial areas. Urban renewal in its broadest sense 
would renew the entire living environment of the community includ- 
ing its commercial areas where families must shop and its industrial 
areas where families must work, as well as its residential areas where 
families live. It is appropriate, therefore, that a reasonable percent- 
age of Federal assistance should be used to assist a community in 
renewing nonresidential as well as residential areas. 


NONCASH GRANTS-IN-AID 


Section 314(a) would permit the acceptance, as a noncash grant-in- 
aid, of local public improvements provided that the loan and grant 
contract for the project is signed not more than 5 years after the com- 
mencement of the local public improvements and provided that the 
local improvements fulfill the requirements of the act regarding their 
eligibility as a local grant-in-aid. 

Under present law, credit for a public improvement related to an 
urban renewal project is not permitted unless the construction is 
started at a date subsequent to Federal recognition of the project. 
According to testimony submitted to the committee, many communi- 
ties have lost credit for certain public iniprovements because they are 
unable to delay the start of such improvement until the start of the 
urban renewal project. It seems reasonable that any public improve- 
ments which are necessary for carrying out the objectives of the urban 
renewal plan for a specific urban renewal project should be credited 
toward the local grant-in-aid for that project, if the improvements 
are started within a reasonable time prior to the loan and grant con- 
tract date. Five years was selected as a reasonable time because many 
projects require 5 oe to develop from initial planning to final plan- 
ning and approval. 


PUBLIC IMPROVEMENTS SERVING URBAN RENEWAL AREAS 


Section 314(b) would permit the cost of a public improvement 
serving an urban renewal area to be credited as a local grant-in-aid 
when financed by revenue bonds payable from service charges against 
the users. Under existing law, local grants-in-aid are not acceptable 
in lieu of the local community’s one-third share if the public improve- 
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ments are wholly financed with local bonds or obligations payable 
solely out of revenues derived from service charges. However, such 
public improvements are acceptable if they are financed by general 
obligation bonds payable from ad valorem taxes assessed against all 
real property in the municipality. ‘This distinction seems to have no 
justification. 

The proposed revision would credit such public improvements, pro- 
vided the cost is borne by bonds or other obligations which are charged 
against all the taxpayers of the community. There would be no 

nge in existing law regarding public improvements financed by 
assessments against property solely within the urban renewal area. 
The cost of public improvements which are financed by charges solely 
against properties within the urban renewal area is denied as a local 
cash grant-in-aid because otherwise such action would depress the 
resale value of cleared land and would constitute a double credit by 
the Federal Government. 


CREDIT FOR LOCAL INTEREST PAYMENTS 


Section 315 would authorize the Housing and Home Finance 
Agency to include interest on advances by a city to the local urban 
renewal agency (local public funds) as an item of gross project. cost 
for an urban renewal project. In most instances, the local urban 
renewal agency borrows funds from the Federal Government to under- 
take an urban renewal project. Interest on such loans obtained from 
the Federal Government is considered a proper project cost by the 
Housing and Home Finance Agency. 

There are certain exceptions; for example, New York City, where 
the city has advanced its own funds to cover the original costs of the 
urban renewal project and has included interest on these funds as a 
proper cost in determining “gross project cost.” 

The Housing and Home Finance Agency has questioned the city’s 
claim to present these interest charges as a proper charge, and the 
General Accounting Office has rendered an opinion to the HHFA 
opposing inclusion of these charges without further legislative clarifi- 
cation and authority. The amendment contained in this section is 
intended to provide such legislative clarification and authority. 


UNIFORM DATE FOR INTEREST RATE DETERMINATION 


The definition of “going Federal rate” in the Housing Act of 1949 is 
used as a basis for determining the interest rate on loans and advances 
for urban renewal projects, The committee has found that existing 
law inconsistently determines the applicable rate at different times for 
different types of contracts. One date (date contract is “approved” 
by HHFA Administrator) is provided for contracts executed after the 
enactment of the Housing Act of 1954; another date (date contract is 
“made”) applies to contracts executed prior to the enactment of the 
1954 act; and still a third date (date contract is “revised or super- 
seded”) is used for amendatory contracts. 

Section 316 of the committee bill would provide a single uniform 
date for the determination of the applicable going Federal interest 
rate. This amendment would fix the date for determining the appli- 
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cable rate for all contracts as the date the contract, or amendator 
contract, is “authorized” by the Administrator of the HHFA. Suc 
authorization is evidenced by an internal allovation order, which allo- 
cates capital grant funds for the particular project. This allocation 
order would serve as a uniform and convenient date for ae 
the applicable interest rate. This change is merely technical an 


would not tend to either increase or decrease aggregate interest pay- 
ments by localities. 


CREDIT FOR LOCAL PUBLIC IMPROVEMENTS 


Section 318 of the bill would waive the requirement in section 
110(d) of the Housing Act of 1949 for communities whose urban 
renewal projects could not obtain Federal recognition during the 
period from January 1, 1957, through December 31, 1958, solely be- 
cause of inability of the HHFA Administrator to make capital grants 
or to reserve funds at certain times during that period. Under exist- 
ing law, prior Federal recognition is required to enable the local com- 
munity to include assistance given by a State, municipality, or other 
public body as a noneash grant-in-aid. 

It was brought to the attention of the committee that several com- 
munities were denied credit for public improvements within a re- 
newal area as noncash ts-in-aid because the public improvements 
were started poe to the date the Administrator had given official 
recognition of the urban. renewal Le a It was further pointed out 
that the recognition was delayed solely because of existing limitations 
on the authority of the HHFA Administrator to reserve capital grant 
funds. The communities claimed that the public improvements were 
vitally needed and could not have been delayed until the project was 
recognized by the Administrator. This section would correct an in- 
equitable situation. 

This section would further extend the program to include individ- 
ual counties or groups of counties as eligible for planning 
grants. In recommending this extension, the committee made it clear 
that the grants would continue to be made through State planning 
agencies. 

Under existing law, the Administrator is authorized to make grants 
to State planning agencies for the provision of planning assistance 
to cities and other municipalities having populations of less than 
25,000, “Municipalities” has been interpreted to include only incor- 
porated communities and excludes numerous small places which have 
equally serious urban planning problems but which are not incor- 
porated. This section would extend the benefits of the urban plan- 
ning assistance program to groups of small places regardless of in- 


corporation, provided that such small places have common or related 
urban planning problems. 


URBAN RENEWAL AREAS INVOLVING COLLEGES OR UNIVERSITIES 


Section 319 would revise the present requirement regarding local 
noncash grants-in-aid to permit expenditures by colleges and universi- 
ties (for acquisition oak demolition of land and buildings within, 
adjacent to, or in the immediate vicinity of the urban renewal area) 

35977—59——_5 
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to be credited toward the locality’s one-third share. This credit 
would be permitted even though the expenditure was made 5 years 
prior to the approval of the loan and grant contract. This credit 
would be allowed, provided that the local public agency certifies that 
the development of a project in an area involving an educational insti- 
tution would, in addition to the elimination of slums and. blight, fur- 
ther promote the public welfare and the proper development of the 
community. 

“Educational institution” is defined for purposes of, this section as 
any nonprofit educational institution of higher learning, including 
both public and private institutions, 

This section also would remove the. predominantly residential re- 
quirement for urban renewal project areas involving educational 
institutions. This provision, therefore, would permit urban renewal 
development in such areas, provided there are a substantial number of 
slum or blighted buildings, which would be eliminated by the urban 
renewal undertaking. 


URBAN PLANNING 


Section 320 of the bill would increase the present authorization for 
grants to assist urban planning (sec. 701 program) from $10 million 
to$20 million. 

The section 701 program is designed especially to facilitate urban 
planning for smaller communities lacking adequate planning re- 
sources. Grants made under the program are for 50 percent of the 
estimated cost of the planning work. Grants are made to State plan- 
ning agencies or to metropolitan or regional planning agencies recog- 
nized by the State to accomplish such planning as surveys, land use 
studies, urban renewal plans, and technical services, but excluding 
plans for specific public works. 

When this program was enacted in 1954, only eight States had par- 
tially adequate enabling laws which would permit the States to use 
this Federal program. In five of the eight States, perfecting legisla- 
tion was required. Since 1954, however, 29 States have adopted the 
necessary legislation. As a result, activity under the program has 
been steadily increasing. Funds appropriated prior to fiscal 1959 
($5,775,000) were exhausted (except for some $3,661) with the ap- 
proval of applications received through mid-December 1957. The 
Agency has indicated that applications received for fiscal 1958 
amounted to slightly less than $4 million, and that applications on 
hand at September 17, 1958, totaled more than $2,900,000. Applica- 
tions for grants were coming to the agency at the rate of $825,000 per 
month prior to September 17. The Agency has indicated that the total 
appropriation for fiscal year 1959 will be used up prior to June 30, 
1959, and, if so, it will leave only $975,000 to be appropriated for the 
program. 

The table below shows the amount of applications approved and 
the amount committed by fiscal years. 
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Total authorization, $10,000,000 


Amount Applications Cost of 
appropriated | approved applications 
by Congress 





$OEG Lon) snmsanaaonshd- chine add caweaeti inte Dissheehs hOckel $1, 000, 000 4 $103, 312 
Donn were nnnceceni-dedioedin-d-ipcckihal)iieeabide. tard 2, 000, 000 26 877, 904 
$087. i. 6c c-$4s-Sgddiedddicdisnidd <oGlonnbulbe usr Bid 1, 500,000 | |. 1, 786, 168 
We nada ¥o-ende--b Eo skoos 1 in Miia iin ceased 1, 275, 000 77 3,023, 955 
WUD. id odoe nk Dds cLabSh ccs caededactabredace aett ahead 3, 250, 000 1 37 1 834. 597 

ON Sis ie nner tars odeiectereoaniak 9, 025, 000 192 6, 605, 936 





1 Figures represent the first 6 months of fiscal year 1959, or as of Dec. 31, 1958; Agency had on hand as of 
Dec. 31, 1959, some 65 pending applications, aggregating $1,616,894. 


The committee believes that this program should be continued and 
the bill proposes an increase of $10 million in authorization. 

Section 320 also would extend the scope of the urban planning 
grant program to include any group of adjacent communities, having 
a total population of less than 50,000, and having common or related 
urban planning problems resulting from rapid urbanization. 


INVESTMENT BY BANKS IN LONG-TERM OBLIGATIONS OF LOCAL PUBLIC 
AGENCIES 


Under existing law, national banks and State member banks of the 
Federal Reserve System are permitted to purchase short-term (18 
months or less) obligations of local public agencies if such obligations 
are backed up by a loan agreement with the Urban Renewal Admin- 
istration. Section 321 would amend existing law to enable such banks 
to purchase both short-term and long-term obligations of a local pub- 
lic agency issued in connection with an urban renewal project where 
all installments, when due, of both principal and interest on such 
obligations are secured by an unconditional agreement by the Federal 
Government as now authorized under sections 102(a) and 102(c) of 
title I of the Housing Act of 1949. 


RATIONING OF URBAN RENEWAL CAPITAL GRANTS 


Many witnesses complained bitterly about the current practice of 
the Urban Renewal Administration in rationing capital grant reser- 
vations. When the Housing Act of 1958 failed to pass, the Urban 
Renewal Administration found that it had only $154 million of capital 
grant funds to meet a backlog demand of over $300 million in applica- 
tions. In order to spread out the limited funds over as many cities 
as possible, the Urban Renewal Administration developed a rationing 
formula on September 8, 1958. The effect of the rationing formula 
was to cut back the size of projects, many of which already had been 
planned by the local communities. The Urban Renewal Administra- 
tion turned back a number of projects and asked that the communities 
reduce the sizes of projects to figures which would come within the 
formula applicable to each particular city. Many projects were 
nw cut and in some instances the size of the projects were cut 
in half. 

The committee was impressed that the effect of the rationing for- 
mula is to reduce and cut back the urban renewal program. In many 
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cases it resulted in an inefficient Sonetaentst of aneas by requiring a 
project much too small to be efficient. e committee believes that the 
rationing program is uncalled for and that the best interests of the 
urban renewal program will be served by returning to the practice of 
issuing capital grant reservations on a first-come, first-served basis. 
There seemed to be almost unanimous agreement that this would be 
the better procedure among the communities perenne in the pro- 
gram. It is intended that by the passage of this bill the Urban Re- 
newal Administration will have adequate funds to ca out the 


program without the necessity of rationing as begun in September 
1958, 





TITLE IV—LOW-RENT HOUSING 


BACKGROUND 


The committee-has. received extensive testimony, from hearings in 
Washi n and in the field, on the difficulties confronting the low- 
rent public housing program. For example, the 70,000 additional 
units authorized by the Hons Act of 1956, to be made available at 
the rate of 35,000 units a year, have not yet been constructed ; in fact, 
only 30,000 units have been placed under annual contributions 
contract. 

This slowdown in the program has occurred during a period when 
the need for low-rent housing has not lessened. The need has become 
more acute as a result of an increasing volume of family displacements 
caused by stepped-up programs of urban renewal, highway construc- 
tion, and other public activities. Evidence submitted by the Housin 
and Home Finance Administrator shows that apeeneeeeny half 
of the families so displaced are eligible for public housing because of 
their low incomes. is evidence 1s shown by the following table: 


8-year (fiscal 1958, 1959, and 1960) estimate of families to be displaced by 
governmental action 








Eligible for public housing 


Urban renewal (title I 
Highway programs 
Other governmen 


1 Includes estimated number of single-person Devesbolée of elderly individuals (65 years of age and over). 


. . — of 70,000 furnished by the Bureau of Public Roads and adjusted to include elderly single-person 
ouseho! 


3 Such as public construction, code enforcement, eviction of overincome tenants in public housing, dem- 
olition of - “ housing, etc. 
Source: . 


Low-rent public ene an important source of supply for meet- 
ing these relocation needs. Therefore, the committee recommends 
some changes in the low-rent program as necessary to meet these needs. 
The committee has been impressed by testimony pointing out the 
concentration of control of local projects in the hands of Federal 
officials. The committee believes that this is contrary to the interest 
of the program. It is the committee’s intent and expectation that 
greater responstbility at the local level, together with the full cooper- 
ation and assistance of the Federal Public Housing Administration, 
will enable the pro; to make a sound contribution toward meeting 
the Nation’s needs for low-rent housing. 
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DECLARATION OF POLICY 


Section 401 of the committee bill would amend section 1 of the U.S. 
Housing Act of 1937 by adding to the declaration of policy a number 
of new policy objectives. In the operation of low-rent housing it 
would be the policy (1). to vest full responsibility in the local housing 
authorities for establishing rents and eligibility requirements (subject 
to proposed statutory ceilings), (2) to provide for large families and 
for elderly persons, and (3) to acquire existing dwellings for public 
housing use. 

The committee deleted from the bill certain provisions relating to 
the preparation of budgets and the auditing of local public agencies. 
This action was taken in the understanding that the same objectives 
could be accomplished by changes in administrative procedures and 
practices. In this connection there is quoted below a letter dated 
January 28, 1959, from the Commissioner of the Public Housing 
Administration : 

Pusiic Houstne ADMINISTRATION, 
Houstne anD Home Finance AGENCY, 
Washington, D.C., January 28, 1959. 
Hon. Joun J. SPARKMAN, 
U.S. Senate, Washington, D.C. 


Dear Senator SparKMAN: Please accept my. regrets that illness 
prevented me from meeting with you Tuesday morning, January 27, 
and accept my thanks for the courtesies you extended to my represent- 
atives. 

The modification of present Federal practice with respect to fiscal 
auditing, and budgetary review and approval desired by local housing 
authorities can best be accomplished, in my judgment, administratively 
under a new policy mandate established by the Congress. This pro- 
cedure would have advantage both to the Federal and local interest in 
the administration of the low-rent housing program. 

With respect to fiscal audits, the provision which now precludes a 
local housing authority from securing an independent audit from a 
qualified public accountant is contained not in the statute but in sec- 
tion 311 b of the standard form of annual contributions contract be- 
tween the Public Housing Administration and local housing authori- 
ties: This section can be waived so as to permit a local housing au- 
thority should it so desire to obtain its own audit and treat the cost 
thereof as an eligible operating expense. By retaining administra- 
tive flexibility, we could satisfy the desires of local housing authori- 
ties and at the same time not interfere with the staffing and program- 
ing of PHA fiscal audits as would result were each local housing au- 
thority in a position to elect shortly before the beginning of each 
fiscal year to have a private or PHA fiscal audit. With administra- 
tive flexibility, the amount of advance notice required of local housing 
authorities could be varied from time to time so that the joint objec- 
tive of local option and an orderly PHA audit program could be 
achieved. r ‘al 

With respect to budgetary review and approval, this also is a re- 
quirement of the annual contributions contract and not a specific 
provision of the law. Last year PHA adopted a completely modi- 
fied and improved budget system. Many local housing authorities 
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‘Have’ expressed ‘their’ satisfaction ‘with it ahd we’ have’ beer com- 
mended for its ‘installation. Indeed, when I-met with cémmitteées of 
local housing authority commissioners throughout the country ddr- 
ing 1958, I discussed with them the desirability'of PELA’s relinquish- 
a Sm approval ‘of local housing authority operating budgets. 

here were differing viewpoints. Some commissioners felt that 
properly they should have and would welcome full responsibility and 
authority over their operating budgets. Others, however, felt that 
they needed and welcomed PHA’s review and comments. 

gain, these viewpoints can be reconciled administratively. Local 
housing authorities could file their budgets with PHA. This is re- 
quired so that PHA can prepare intelligent forecasts of annual con- 
tributions requirements. The PHA staff could then review and fur- 
nish the local housing authority commissioners with comments and 
suggestions on the local housing authority’s operating plans and ‘costs. 

The local housing authority commissioners would then be in a posi- 
tion to consider the proposals of their own staff, the PHA comments 
and make their own decision. This would provide both local inde- 
pendence and discretion and Federal advice and assistance. 

To my mind, this administrative practice would be preferable to 
legislative changes in the statute, coupled with a directive to change 
all existing annual contributions contracts to incorporate them, for 
one very cogent reason. This procedure is experimental. If insti- 
tuted by precise legislative requirements and contract modification, 
should the Congress subsequently become dissatisfied with the results, 
it would be unable to restore the status quo since local housing authori- 
ties would be protected by contract even against the power of the Con- 

ess. On the other hand, should this innovation in Federal practice 

e instituted administratively under congressional mandate, coupled 
with the requirement to report the results back to the Congress after 
an experimental period, say of 2 years’ duration, there would be no 
contractual barrier to the Congress exercising, its judgment and au- 
thority as it deems best. suited to the public interest. 

Further, by following the administrative route, should any particu- 
lar situation arise which calls for prompt action in the interest of the 
low-rent housing program, these waivers could be withdrawn in the 
specific situation. It is unlikely that such a situation would occur but 
freedom to move might be essential under what are now unforeseeable 
circumstances. 

To effectuate this arrangement, we would suggest the inclusion in 
legislation of language in the United States Henbihe Act directing 
the Public Housing Commissioner to vest the power in local housing 
authority commissioners to exercise their judgment with respect to 
the operations of the low-rent housing program to the maximum ex- 
tent compatible with the accomplishment of the objectives and pro- 
visions of the statute. This legislative change, coupled with a state- 
ment in the committee report setting forth the above outlined admin- 
istrative modifications in PHA procedure and practice, would assure 
the institution of the changes and give the Congress an opportunity 
to evaluate the results. 
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Should these suggestions commend themselves to you, we should be 
happy to meet with your staff to work out the tochnidal details 
invo ve ' 
incerely yours, 
Cuarues E. Suisser, Commissioner. 


The legislative change suggested by the Commissioner appears in 
section 401 of the bill. This change 1s intended to relieve the Public 
Housing Administration of much of the detail of policing and super- 
vising local management operations and of placing responsibility for 
these matters on the local public agencies. The committee believes 
these responsibilities should extend to the control of management 
budgets and to the general auditing processes of the program. The 
Public Housing Commissioner advised the committee that he is will- 
ing to authorize local public agencies on an optional basis to under- 
take their own auditing and to compile and approve their own operat- 
ing budgets. The committee understands that this will be done 
upon an experimental basis and the results thereof will be duly re- 
ported to the Congress within 2 years. The committee understands 
that (1) the Public Housing Administration will receive the budgets 
of the local public agencies prior to their adoption by the local public 
agency and will provide an advisory service in connection with the 
contents of these budgets, (2) the Public Housing Administration 
and the Comptroller Geena will continue to make postaudits on the 
operation of the local public agency, and (8) in the event of dis- 
closure of any abuse, the Public Housing Administration will promptly 
withdraw the waiver vesting these responsibilities in the particular 
local public agency. 


INCOME LIMITS AND RENTS 


Section 402 would amend several sections of the U.S. Housing Act 
of 1937, in order to permit local authorities to set rents and income 
limits for projects in accordance with local needs, subject to a stat- 
utory ceiling. Under existing law the PHA, by virtue of its powers 
of prior approval, sets both the income limits and the rents which 
local housing authorities must observe. Local authorities are in an 
excellent position to make these determinations themselves in view 
of their knowledge of local conditions. 

The committee proposes a maximum ceiling on income limits which 
is the same (except in the case of displaced families) as the present 
statutory ceiling which governs Federal approvals. In establishing 
this ceiling a determination is made of the lowest gross rent being 
achieved by private enterprise for a substantial supply of standard 
dwellings of different sizes. This factual determination would be 
subject to Federal approval. For families needing a dwelling of a 
given size, the ceiling on income limits is determined by deducting 20 
percent from the private rent determination and then multiplying by 
a ratio of 5 (based upon the assumption that housing expense should 
approximate one-fifth of income). These are the same percentages 
and ratios as in the present act. The committee proposes that the 20- 
percent gap be waived for families displaced by urban renewal or 
other governmental action in order to prevent hardship to such fami- 
lies who cannot afford decent private housing. 
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In determining eligibility for admission to public housing, the com- 
mittee bill would continue the present exemption of up to $600 of 
the income of each member of the family other than the principal 
income recipient. The committee corer to continue the other 
exemptions now permitted, except that it would delete the present 
$100 exemption for minors and dependent adults. 

The committee proposes that the setting of rents be left solely to 
local authorities, which would be free to establish rents in accord- 
ance with the needs of low-income families in their localities. Under 
such a flexible policy the local authorities could establish lower rent- 
income ratios for large families than for small families in order 
to help large families meet their budgetary needs. 

The local authorities would, of Soatee: have to establish rents high 
enough to meet the current operating expenses of their projects. 

The delegation to local housing authorities of the power to establish 
rents should not tempt such authorities to charge higher rents than 
are necessary to peep their projects solvent. Local housing authorities 
are under considerable local pressure to serve families with the great- 
est housing need and at rents within their ability to pay. 

Section 403 amends section (@)> of the Housing Act of 1937, as 
amended, to permit a local public housing agency, in any case where 
the local public housing agency and the local urban renewal agency 
operate through a combined central office administrative staff, to in- 
clude as a development cost of its low-rent housing projects the con- 
struction ed on or off the site of its low-rent housing projects) of a 
central office building with sufficient space for the central offices of 
both the local public housing agency and the local urban renewal 
agency, and to rent space therein to the local urban renewal agency. 

e law now permits joint use of such space where the two local 
activities have'a common legal identity. This provision merely ex- 
tends the authority to cover situations where the two activities have 
separate legal status. 


USE OF EXISTING DWELLINGS 


Section 404 provides that where a local public housing agency deter- 
mines and certifies to the Public Housing Commissioner and to the 
Housing and Home Finance Administrator that the acquisition and 
repair, rehabilitation, or remodeling of existing dwellings for use as 
a low-rent housing project, the Commissioner and the Administrator 
shall employ the powers, functions, and duties vested in them by the 
United States Housing Act of 1937, as amended, or any other act in 
such manner as shall facilitate and encourage the undertaking and 
carrying out of such low-rent housing project by such local public 
housing agency, and the annual report of the Administrator shall in- 
clude information on the number of such cases and the manner in which 
such functions, powers, and duties were so employed and exercised in 
such cases. 

It has come to the attention of the committee that the costs of new 
construction of low-rent housing units have risen in some cities to 
unjustifiably high res. Asa partial answer to this, proposals have 
been made that the objectives of the low-rent public housing law would 

met by permitting the use of existing structures to house low-income 
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families. Testimony was submitted that considerable savings could be 
effected by purchasing and rehabilitating existing structures, provided 
that extreme care was exercised in selecting structures that were of 
sound construction and which could be efficiently used for this purpose. 

The purposes of this provision are to remove any legal doubt about 
the authority of the Commissioner in this regard, and to provide en- 
couragement for such undertakings when the Tocal public agency certi- 
fies that such acquisition is in the best interest of the program. 


ADDITIONAL AUTHORIZATIONS 


Section 405 would amend section 10(i) of the United States Hous- 
me Fie of 1937 by increasing the authorization for new annual con- 
tributions contracts by 35,000 units to become available on July 1, 
1959. Asa result of increasing the responsibility of local communities 
for the operation of their public housing, there should be a substantial 
demand for additional low-rent housing units, particularly in con- 
nection with urban renewal programs. The bill, therefore, provides 
an authorization for an additional 35,000 units, as well as an extension 
of availability of existing authorizations for 1 year. This would 
provide for a program extending through June 30, 1968. Such an 
extension is essential for adequate community planning. 

The effect of the new provision is (1) to restore, until July 31, 
1960, the 10,024 units lost to the program by expiration of authority on 
July 31, 1958, (2) to extend the balance of existing authority under 
the 1956 act of approximately 30,000 units to June 30, 1961, and (3) 
to authorize an additional 35,000 units, beginning July 1, 1959, 
through June 30, 1963. 

The status of authorization under the Housing Act of 1956 is as 
follows: 

Dwelling unite 








Number authorized by Housing Act of 1956 (as of Dec. 31, 1958)__-- 70,000 

1st-year program (Aug. 1, 1956—July 31, 1958) : 
rember! : author cesses cin 4: Lede hice —ceedvieneui- is 35, 000 
PUI AION I iki aa aerial Tania cc amiga haan bitnigeneh 24, 960 
en SOD, GO OGIO Sie i ce cin ee cee nen ecmeee _.. 10,040 
SSSS==aa—a 

2d-year program (July 1, 1957—June 30, 1959) : 
Mamber. ovtionued.i. ied ahaa i did 35, 000 
Diu ber BUT CORGROS isss hic ciae sb dedneles a pibechdagkioglanese 4, 991 

(as of Dec. 31, 1958) : 

Number available until June 30, 1959....._______--__--______-___- 30, 009 


Pending applications: 
RR COTA SI io. ces in ni wiht eae tem tegen aa 34, 327 
OO BIE I a crs reaikivnaminns sh neice acdk ereradeimaninm mess 


, 





Metab te yrieses se i ee ee a eee a eg iL 51, 993 


Nore.—The Housing Act of 1956 authorized a maximum of 35,000 
units to be put under contract from August 1, 1956, to July 31, 1958, 
and another 35,000 units from July 1, 1957, to June 30, 1959. 

As of July 31, 1958, only 24,960 units were put under contract; the 
remaining 10,040 units authorized by law were lost to the program. 
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Of the 35,000 units authorized through June 30, 1959, 4,991 have 
been put under contract, leaving a balance of 30,009 units. Aecord- 
ing to PHA, the pipeline consists of the 17,666 units in the applica- 
tion process and the 34,327 units reserved, making a total of 51,993. 


OVERINCOME TENANTS 


Seetion 406, would amend several sections of the U.S.. Housing 
Act of 1937 to permit families, whose incomes increase beyond the 
maximum limits for continued occupancy, to acquire their homes. 
Under present law, families whose incomes increase beyond the maxi- 
mum limits for continued occupancy must be evicted from their 
homes. This constant threat has been a continuing management prob- 
lem. After very careful consideration the committee recommends 
that where practicable such families be permitted to acquire their 
homes. This should be relatively simple in the case of projects with 
detached’ dwellings or row houses. Admittedly it will be more diffi- 
cult in the case of projects with larger buildings, where some kind of 
cooperative ownership would probably be necessary. 

Under the committee’s proposals, occupants could enter into a pur- 
chase contract for their dwelling. They would pay full local taxes, 
amortize the purchase price of their dwellings in 40 years, and pay 
interest at the cost of money to the local authority. Such families 
would, therefore, not receive any direct Federal or local subsidies. 
The bill makes it clear that the purchaser would reimburse the local 
authority for a pro rata share of the cost of any services furnished to 
him. In the case of units owned cooperatively in a large project the 
local authority might, for example, provide management services or 
furnish heat or other utilities and would be reimbursed for such costs. 
However, in detached units or row houses, the occupants would be free 
to undertake the complete maintenance of their dwellings and furnish 
their own utilities. 

It will probably not be possible to apply this plan to existing proj- 
ects on which bonds are outstanding, except in the event of refinanc- 
ing. On new projects and those not yet permanently financed, bond 
counsel has assured the committee that the proposed amendments will 
not detract from the security of local housing authority bonds, nor 
adversely affect their marketability or interest rates. 

The committee wishes to make it clear that these sale provisions are 
permissive. Any local authority that finds such sales not feasible 
would be authorized to permit overincome families to remain in occu- 
pancy, on a finding made each year that decent private housing is not 
available to them on either a purchase or rental basis at a cost they 
can afford. Such families would be required to pay a rent that involves 
no direct Federal or local subsidy. 

The purpose of the sale provisions is to stabilize communities. The 
committee wishes to make it clear (1) that the sale provision is not 
intended to decrease the supply of low-rent public housing for fami- 
lies displaced from slums, (2) that the local agency would repurchase 
a unit if the tenant failed to carry out the terms of the contract, and 
(3) that this provision cannot be used as a vehicle for rental or sales 
speculation. 

On the basis of its studies, the committee believes that the provi- 
sions of this section will permit overincome families to purchase or 
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continue to rent their homes at unsubsidized housing costs within 
their means, and that the purchase terms and the option afforded the 
local housing authorities for repurchase are fair and equitable to both 
parties. 

REVISION OF CONTRACTS. 


Section 407 would add a new section 30 to the United States Hous- 
ing Act of 1937 to provide for the amendment of ee ane 
contribution contracts upon request to local authorities. 1 au- 
thorities could not take any action which would be prejudicial to third 
parties, such as the holders of temporary notes or bonds. This author- 
ity will enable the reopening of existing contracts for conforming 
them with changes in basic law. 


PROVISION FOR PUBLIC HOUSING IN URBAN RENEWAL AREAS 


Section 408 would amend section 107 of the Housing Act of 1949 
to facilitate the development of low-rent housing in urban renewal 
areas. In 1949, when the Housing Act of that year was a most 
Members of the Congress felt that public housing would be included, 
to the extent necessary, in urban redevelopment or renewal areas. 
That has not happened. At present, if a public housing project is 
located outside of a renewal area, the only local contribution is a for- 
giveness of a portion of local taxes. But if the project is located 
within such an area, the locality must make two contributions, (1) 
tax exemption, and (2) one-third of the loss incurred in buying, clear- 
ing, and disposing of land in the urban renewal area. This situation 
has caused communities to avoid the use of urban renewal sites for 
public housing. Yet, urban renewal sites are often the most appro- 
priate locations for the rehousing of displaced families of low in- 
come. Such a use can keep these families in the neighborhoods to 
which they are accustomed and which are convenient to their places 
of employment. 

Section 408 would permit the HHFA Administrator to treat the 
local tax contribution as sufficient to satisfy a locality’s one-third 
share of any loss attributable to purchase, clearance, and disposition 
of that portion of the urban renewal area used for a public housing 

roject. 
; For purposes of this section no distinction is made between public 


housing projects enabled by Federal programs, State programs, or citv 
programs. 
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TITLE V—COLLEGE HOUSING 


Section 501 increases the college housing loan fund authorization 
from $925 million to $1,325 million, a total increase of $400 million. 
Within that total, $50 million is reserved for “other educational facili- 
ties” as presently defined, and $50 million is reserved for housing for 
student nurses and interns. The committee was impressed by the 
testimony of witnesses representing the American Council on Educa- 
tion, the Association of American Colleges, the American Association 
of Land-Grant Colleges and State Universities, the Association for 
Higher Education, the American Medical Association, and the Ameri- 
can Hospital Association, all of whom advocated and requested a sub- 
stantial increase in the college housing loan funds. 

The college housing program has been useful to colleges in eve 
section of the Nation, and the aid to educational institutions whic 
this nga has provided and ae to provide justifies the 
confidence placed in the program by the Congress. 

The following table caaiae the status of authorized funds and 
emphasizes the need for the new authorization provided by the com- 
mittee bill: 

College housing loan fund, as of Dec. 31, 1958 


Patal* geeeen 8 Ls RE A AE ET Se $925, 000, 000 
Committed : 
College housing dormitories___...__-_-.---..----.---------. 807, 450, 000 
CORRE NE UII NIN cco cicesitenttdeeensascctiscncemnespenenpe an Tin Lame 98, 366, 000 
Hospital housing for nurses and interns___.-._._--_----__---~- * 15, 966, 000 
"TOR@ELG! SOSA) Sie Sol eee rr See ee od 921, 782, 000 
Bélanmce Dec: 81, 2006 inc er eel es *3, 218, 000 


1 Maximum authorized for college service facilities, $100,000,000, and for hospital nurses 
and intern homes, $25,000,000 


?This money is being held for contingencies for commitments already made. No new 
loans will be made. 


Activity (fiscal 1958 and 1959) 
Loaned or committed : 
July 1, 1957, to Dec. 31, 1957, $134,017,000. 
Jan. 1, 1958, to June 30, 1958, $95,881,000. 
July 1, 1958, to Dec. 31, 1958, $26,083,000. 


Pending applications, Dec. 31, 1958 


Contingent reservations issued___...__.__.__________________--_-__ $23, 679, 000 
Applications being processed__..........-.--------------.-.---- 29, 228, 000 


ert hr eircig-buictsmmiecngesaselt:Abeceaidieiantlat deena Madi 52, 907, 000 
As indicated by the above table, there is a backlog of college hous- 
ing loan applications aggregating some $52.9 million. It is believed 
that many colleges are withholding applications and, in fact, are dis- 
couraged from submitting applications because funds for the program 
are now exhausted. Unless additional authorization is provided, no 
loans can be made, and the urgent need for housing at colleges will 
remain unmet. o 
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LOAN FOR GENERAL EDUCATIONAL PURPOSES 


Section 502 adds new sections 405 and 406 to title IV of the Housing 

Act of 1950 (college housing) to authorize the Administrator to make 
direct loans to or to guarantee loans of educational institutions for 
the construction of new, or the rehabilitation of existing, classrooms, 
laboratories, and related facilities (including initial equipment, ma- 
chinery, and utilities) necessary or appropriate for the instruction of 
students or the administration of the institution. 
_ The term “educational institution” is defined as any educational 
Institution offering at least a 2-year program acceptable for full credit 
for a baccalaureate degree, whether such an institution -be either 
public or private so long as no part of the net earnings of an institu- 
tion inures to the benefit of any private shareholder or individual. 
Educational institutions are eligible for loans under the new program 
if the institution has already entered into a contract for the work 
contemplated by the loan. However, institutions are not eligible if 
the work was commenced prior to the effective date of this bill or was 
completed prior to the filing of an application under the new 
provision. 

The new program would be administered by the Housing and Home 
Finance Agency, with the full consultation of the Office of Education 
of the Department of Health, Education, and Welfare. The com- 
mittee recognizes the fact that the Office of Education is the agency 
best qualified to deal with educational aspects of the college housing 
program and wishes to make clear that it expects full and complete 
cooperation between the HHFA and the Office of Education. A loan 
or guaranty under the new programs should be approved only after 
concurrence by the appropriate official of the Department of Health, 
Education, and Welfare. 

This section would make available $125 million for the new direct 
loan program. Such loans would bear the same interest rate as other 
college housing loans, currently 27% percent per annum, and would 
be made for a term not to exceed 50 years. 

This section would also establish a $125 million revolving fund for 
guaranteeing loans. The loans guaranteed by the Administrator 
would be limited to those bearing the same rate of interest as other 
college housing loans and could not be guaranteed if the term of the 
loan exceeded 50 years. 

These new programs are justified by a clear and present need to pro- 
vide aid to institutions of higher learning. Recent international de- 
velopments have demonstrated the necessity for improved facilities 
at our colleges and universities. It is estimated by the American 
Council on Education that during the next 10 years the enrollment in 
our colleges and universities will be increased from about 3 million to 
6 million. By 1968, an estimated $18 billion will be required to pro- 
vide adequate facilities to take care of the increased enrollment. The 
response of practically all of the college officials ap aring before the 
committee indicates an active desire on the part o higher educational 
institutions to improve and enlarge their facilities, and to meet the 
demands that are being placed upon the institutions by ever-increasing 
enrollment. 

Section 502 also makes the prevailing wage scale of the Davis- 
Bacon Act applicable to the college housing programs. 
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It was brought to the attention of the committee that the prevail- 
ing wage scale as determined by the Secretary of Labor is being 
applied administratively to the existing college housing program. 
The urpose of this section is to clarify any doubt that may arise as 
to whales the prevailing wage standard should be applied to all 
the college housing programs covered by title IV of the Housing 
Act, as amended, and as further amended by this bill. 








TITLE VI—ARMED SERVICES HOUSING 
EXTENSION OF PROGRAM TO JUNE 30, 1960 


Section 601(a) would extend the title VIII armed services housing 
mortgage insurance program (Capehart housing) until June 30, 1960. 
The aggregate amount of all loans insured under this section of the 
National Housing Act cannot exceed $2,300 million. The average 
cost per unit of housing constructed pursuant to the program cannot 
exceed $16,500. If the average is applied against the total authoriza- 
tion, slightly over 138,000 housing units could be produced under the 
present authority. 

On January 15, 1959, the Office of the Secretary of Defense had ap- 
proved a total of 234 projects containing 91,367 units for development 
under this program : 


Military housing program status (Jan. 15, 1959) 











Total Army Navy Air Force 
Approved by ASD (P. & I.)_..-.---- 91, 367 (234) 27,075 (96) 11, 318 (31) 52,974 (107) 
fo ia 15,245 (48) 3,616 (17) 3,299 (11) 8,330 (20) 
Ps 2865.0 edo. eke 4,657 (10) 1,104 (4) 1,445 (3) 2,108 (3) 
Bidder accepted...............---- 1,419 (6) 842 (3) 0 577 @ 
Under contract !...............-..-. 70,046 (170) 21,513 (71) 6, 574 (14) 41,959 (85) 


1 Includes 17,766 (50) units in completed projects (Army, 9,120 (33); Navy, 955 (3); Air Force, 7,691 (14). 


Note.—Number of projects shown in parentheses; sum of numbers in various stages may not equal num- 
bers approved due to combination and incrementation of projects for contract purposes. 


The committee is aware of the many difficulties the Department of 
Defense, as well as the various services, experienced in attempting to 
get this program underway. In addition, the committee realizes that 
the planning, the advertising of contracts, the final acceptance of a 
contractor, and many other administrative and regulatory matters 
all are time consuming necessary prerequisites which cause delays in 
obtaining this vital housing. 

In view of the progress made, and in order to insure a successful 
completion of this needed housing program, the committee believes 
it best to extend the program at the present time for 1 year, until 
June 30, 1960. 

Section 601(b) would increase from 25 years to 30 years the maxi- 
mum maturity of section 803 mortgages. Posient to the Emergency 
Housing Act, Public Law 85-364, approved April 1, 1958, the maxi- 
mum statutory interest rate on section 803 mortgages was increased 
from 4 percent to 414 percent. At the present time, the Commissioner 
of the FHA has established a 414-percent interest rate on these mort- 
gages. Payment of principal, interest, and other obligations on Cape- 
hart housing are limited to an average of $90 per month (see sec. 405 
of the Housing Amendments of 1955, Public Law 345, 84th Cong., ap- 
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proved August 11, 1955). Section 107 of the bill would increase the 
maximum statutory interest rate on section 803 mortgages from 414 
to 5 percent, with authority for the Commissioner to increase the rate 
to 514 percent. If the provisions of this bill result in still higher 
interest rates on future projects, the Department of Defense has indi- 
cated that it will not be possible to amortize housing approaching the 
$16,500 per unit average cost limitation within the $90 per month 
average payment limitation unless such amortization is spread over 
a greater number of years. Therefore, in order to provide some 
flexibility in meeting the higher monthly payments required by the 
new interest rates, the committee believes it is necessary to increase 
the maximum maturity to 30 years. 


NONDWELLING FACILITIES 


Section 601(c) of the bill would clarify the authority in existing 
law to permit the FHA Commissioner to include, as a part of the 
mortgage security, such nondwelling facilities as he deems adequate 
to serve occupants of armed services housing units. 

It has been brought to the attention of the committee that some 
military housing projects are constructed at remote places, or at loca- 
tions which are remote from the center of permanent military establish- 
ments, where facilities do not exist for children’s activities. In such 
cases, no nondwelling facilities exist for activities such as scout meet- 
ings, PTA functions, community club meetings, and other activities 
essential to a well-balanced social program for young people. 

In addition, present law is unclear as to whether maintenance and 
administration buildings, as well as protection facilities (such as 
fences, guardhouse, ey may be included in such mortgages. Al- 
though this section gives the FHA Commissioner the discretion to 
determine which nondwelling facilities are adequate to serve the 
occupants’ needs, this section would prohibit the Commissioner from 
including school buildings or classroom facilities within the defini- 
tion of a nondwelling structure. 

This section of the bill would clarify the Commissioner’s authority 
in regard to including such nondwelling facilities as a part of the mort- 
gage security in section 803 mortgages. The committee contemplates 
that the cost. of such nondwelling facilities would be held to an average 
of about $200 per housing unit within the existing $16,500 statutory 
ceiling of military housing mortgages. 


FHA PREMIUM ON WHERRY HOUSING ACQUIRED BY THE SECRETARY OF 
DEFENSE 


Section 601(d) would give the FHA Commissioner authority to 
reduce the insurance premium below one-half of 1 percent per annum 
on Wherry housing projects acquired by the Secretary of Defense, 
thus providing the Ountsinnionse with the same authority as pro- 
vided in existing law with respect to projects financed under the pro- 
gram enacted in 1955. 

The military housing statutes provide that, in cases where the FHA 
Commissioner does not concur in the military housing needs as certi- 
fied by the Secretary of Defense, the Commissioner may require the 
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Secretary to guarantee the FHA against loss with respect to the 
mortgages covering the housing constructed. Since, in most instances, 
the Commissioner requires a full and complete guarantee against 
loss from the Secretary, the Commissioner reduces the insurance 
premium on such ee ie from one-half of 1 percent to one-fourth 
of 1 percent because the FHA liability has been reduced. 

Present law provides that the Commissioner may ask for the same 
guarantee by the Secretary of Defense on Wherry housing which is 
acquired by the Secretary. Under such circumstances, the FHA lia- 
bility is reduced and the bill would permit the Commissioner to reduce 
the insurance premium on Wherry housing projects which have been 
acquired by the Secretary. 


HOUSING FOR DEFENSE-IMPACTED AREAS 


Section 602 would add a new section 810 to title VIIT of the Na- 
tional Housing Act. This new section would authorize the FHA 
Commissioner to insure loans on single-family housing and multi- 
family housing (not to exceed 3,000 units) at or near military installa- 
tions if the Secretary of Defense certifies (1) that the housing covered 
by such mortgage is necessary in the interest of national defense to 
house military personnel or essential civilian employees of the armed 
services or contractors thereof; (2) that there is no present intent to 
curtail the number of such personnel assigned to the installations; 
(3) that adequate housing is not available at reasonable rentals within 
reasonable commuting distance of the installations; and (4) that such 
mortgaged property will not curtail occupancy in any housing existing 
in the vicinity of the installation, if such housing is covered by mort- 

ages insured under other provisions of the National Housing Act. 
Such certification shall be evidence of the need fr using. In addi- 
tion, the new section would waive the requirem 't such housing 
be economically sound, for FHA underwriting p.«poses; and would 
allow the Commissioner of the FHA to require the Secretary of 
Defense to guarantee the FHA against loss, if the Commissioner does 
not feel that such housing is an acceptable risk. 

Priority in the sale or rental of properties covered by this section 
would be given to military personnel and to essential civilian em- 
ployees of the armed services or contractors thereof. All properties 
covered by a mortgage insured hereunder must be held for rental pur- 
poses for a period of not less than 5 years after the project is made 
available for initial occupancy, or until the Secretary of Defense re- 
leases the projects or dwellings from such rental condition. 

Except as to the conditions described above, the provisions of the 
regular FHA sales housing program (sec. 203) and of the regular 
FHA rental housing program (sec. 207) would be adopted in the new 
section and will determine eligibility for mortgage insurance. 

The committee has been advised that, despite the regular housing 
programs of the FHA, there are still many localities which are adja- 
cent to military installation where the need for adequate housing has 
not and is not being met. This is particularly true in cases where, 
because of strategic value, the military installation is located in an 
area remote from communities where adequate housing is available. 
The FHA hesitates to insure loans on housing the need for which has 
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arisen principally because of activities of the Armed Forces. In 
FHA’s opinion, such housing is in excess of the housing needed for 
normal growth of a community and therefore such housing does not 
meget the test of economic soundness. This new program, therefore, is 
an attempt to provide needed housing in iocalities where housing is 
otherwise unavailable at present. 

This new section would also amend the pepecpriate sections of exist- 
ing law in order to make the requirements of cost certification and 
the Davis-Bacon Act applicable, except that cost certification would 
not be applied to sales housing built under this section. It also 
amends section 305(f) of the National Housing Act in order to make 
section 810 mortgages eligible for pureltase by- the FNMA under its 
special assistance functions. 


ACQUISITION OF RENTAL HOUSING PROJECTS 


Section 603 would amend section 404 of the Housing Amendments 
of 1955 to permit the Secretary of Defense to acquire section 207 
rental housing projects (FHA insured), if completed prior to July 1, 
1952, and if such projects were certified by the Department as neces- 
sary for military family housing purposes. This section would also 
make acquisition of FHA section 207 projects mandatory if housing 
construction pursuant to section 303 of title VIII (Capehart housing) 
is built in the area of the section 207 projects soianel tes this section. 

The committee’s attention has been called to a situation which does 
not appear to be equitable and which does not appear to be in the best 
interest of protecting the Federal Government against the liability 
which might occur through an insurance claim against the FHA. The 
facts which have been presented to the committee in connection with 
this matter are briefly as follows: In early 1950 upon inquiry and in- 
terest-evidenced by the Air Force, a 300-unit FHA : section 207 rental 
housing project was planned adjacent to an Air Force base. These 
plans were brought to a point where the sponsors of the project were 
ready to obtain a commitment from the FHA under section 207. Just 
prior to application for the commitment, a Presidential order imposed 
a reduction of 5 percent in the amount of the FHA commitments 
unless such projects were designated by the Secretary of Defense as 
being a “military necessity.” ila a letter was issued by the 
Department of Defense to the FHA in which the subject project was 
‘declared:to be a military housing necessity. Consequently, an FHA 
section 207 commitment was issued to the sponsors of the subject 
prec’ aT) 

nder existing law, it is mandatory that the Department of De- 
fense acquire er ne projects at or near military installa- 
tions where title VIII (Capehart) housing is constructed. The law, 
however, does not poarice for permissive or mandatory acquisition 
of other housing which was constructed on the basis of certifications 
from the Departemnt of Defense that such housing was military 
housing and was needed in the interest of national defense. 

The Department of Defense has scheduled 200 Capehart housing 
units at the military base adjacent to the area where this FHA section 
207 project is located. The owners claim that the Capehart project 
will provide unfair competition and that occupancy of the section 207 
project will be severely curtailed. 
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Sinee this project was originally constructed on the basis of being 
“military housing,” and can be used as such, it is in the best interest 
of the Government for the Department of Defense to acquire. the 

roject. 

. Representatives of the Department of Defense questioned whether 
the square-foot area of the units in this private project. would meet 
the minimum space requirements prescribed for military housing. In 
this connection, section 401(b) of the act entitled “An act to authorize 
certain construction at military installations and for other pu ” 
Public Law 85-241, approved (August 30, 1957), exempts ices 
housing acquired by the Department of Defense from being declared 
“substandard” solely because such housing does not meet the minimum 
space requirements .prescribed for military housing, . Since it rs 
to the committee that the case described herein is analogous to Wherr 

housing, this section of the committee bill also applies section 401 (by 
of Public Law 85-241 to the FHA 207 projects covered by this section 
in order to prevent such housing from being declared “substandard.” 








TITLE VII—MISCELLANEOUS 
FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Section 701(a) of the bill would increase the limit on the amount 
of a loan which can be pure by FNMA under its secondary 
market operations from $15,000 to $20,000 for each Coe unit 
covered by the mortgage. The $15,000 limit would remain applicable 
to loans purchased under the special assistance function. under 
present law, no dollar limit would apply to military housing mort- 
gages insured under section 803 of the National Housing Act or to 
mortgages covering, property located in Alaska, Guam, or Hawaii. 

This change is necessitated by the progressive increases in housing 
costs which have taken place in recent years. As reported by the 
Bureau of Labor Statistics the median sales price has risen from 
$12,300 in 1954 to $13,700 in 1955, and to $14,500 in 1956. For 1957, 
the estimated median sales price was $15,100. Although the Bureau 
does not have figures to show the median sales price of housing for 
1958, evidence presented to the committee reflects that there was a 
leveling off during the year at about the 1957 median sales price. In 
the case of larger families purchasing houses suitable for their needs, 
cost levels would of course be considerably higher. In addition, this 
section would help to meet the special problems faced by purchasers 
living in higher cost areas. By increasing the maximum loan limit to 
0,00 FNMA will serve the needs of families who buy median 


priced housing, particularly if that housing serves larger families or 
1s located in high-cost areas. 


FHA SECTION 220 MAXIMUM MORTGAGES PURCHASABLE BY FNMA 


Section 701(a) also would increase the FHA section 220 maximum 
mortgage amount for multifamily housing purchasable by FNMA 
through its special assistance function from $15,000 to the ceiling for 
such mortgages established by FHA. 

Under existing law, FNMA is limited in its purchase of mortgages 
through its special assistance category to an average per unit figure of 
$15,000. No allowance is permitted for the cost of nondwelling facili- 
ties such as garages or commercial areas. Under FHA, however, the 
maximum mortgage for a section 220 loan is a much higher figure 
and includes the cost of nondwelling facilities. For example, under 
the proposed bill an FHA section 220 mortgage may have a ceiling 
as high as $3,700 a room in high-cost areas. If the room size aver- 
ages five, the FHA ceiling would be $18,500 plus the cost of nondwell- 
ing facilities. 

estimony received from builders of section 220 housing claim that 
the differential ceiling is unfair and has been responsible for the lack 
of activity in this type of construction. 
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The committee believes that housing in urban renewal areas must 
be encouraged or we may find that the entire concept of urban renewal 
will be a failure. The committee therefore recommends that the ceil- 
ing for FNMA be revised upward to be identical with the FHA ceil- 
ing for such housing. 


PAR PURCHASE UNDER FNMA SPECIAL ASSISTANCE FUNCTIONS 


Section 701(b) would amend section 305(b) of the National Hous- 
ing Act in order to restore for 1 year, until August 7, 1960, the re- 
quirement that the FNMA purchase mortgages at par under its spe- 
cial assistance functions. e Housing Act of 1956 established for 1 
year a minimum purchase price of 99 percent of par for mortgages 
purchased under the special assistance functions. The Housing Act 
of 1957 required that. special assistance mortgages be purchased at par 
and, in addition, limited the fees and charges which may be made by 
the FNMA to 114 percent of the face amount of the mortgage. The 
“par purchase” requirement expired on August 7, 1958. 

The charter of the FNMA states that one of the principal functions 
of the association is to provide special assistance for the financing of 
selected types of home mortgages which could not otherwise be pro- 
duced to the extent desirable in the national interest.. There are two 
separate categories of this program, one under an allocation.authority 
of the President and the other under the categories specified by the 
Congress. 

Under special assistance programs authorized by the President, the 
most active is for urban renewal housing (FHA secs. 220 and 221). 
Activity in this program amounted to a. total of $259.7 million up to 
the end of December 1958, of which $50.9 million was disbursed for 
purchase of loans representing about 5,400 units. The remainder of 
the $208.6 million represents commitments issued on sections 220 and 
221 mortgages. Other programs which are designated by the Presi- 
dent for special assistance are (1) housing intended primarily for 
victims of major disasters, (2) housing in Guam, (3) housing in 
Alaska, (4) housing in connection with: defense:and military pro- 
grams, and (5) housing for elderly persons. 

Under existing law, the Congress has designated mortgages cover- 
ing FHA section 803 (armed services housing), section 809 (housing 
for essential civilian employees at specified installations), and FHA 
section 213 (cooperative housing) fo 
below reflects the status of the FNMA special assistance fund : 


or special assistance. The table 
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Status of FNMA special assistance fund (as of Dec. 31, 1958) 
{In millions of dollars} 





eb: ee 3 Committed Balance 
authori- or 

















available 
zation disbursed 
Designated by President: 
BONS. £230 55S i Ld dhs $10.0 $0.7 $9.3 
ES NE wenn erencensicdateeemnnh nnd eminem 7.5 a 7.4 
Wee NEI, Soe er oS he dt Xk oe eeenadee 400.0 259. 7 140.3 
I <a dois case dete Secehdls Sevico-s-guahentr alin Ginnie kaeonnictiggti ndaahatcaedigtpamaialeaaanaee 20. 0 15.8 4.2 
tsi cali dischat e ikscdincidninasipn pinnate aneienetaearan 11.1 11.1 None 
Riderly pernens........sis 42h idk eda 70.0 26.5 43.5 
GING Ho iiimitcncandeamduduatebonwes aanaieneaien 4.0 2.3 He 
ates on). SF ia SE oe ela etn te 522. 6 316. 2 206. 4 
Withheld by Budget Bureau__.......-.....-........-..-- i tctbn da tintes tite tinaiancinenniinin 
Total qutnariget.. )0k65 chee 445665 oe behets ONO bscskacbsita) VES. .cse 
Designated by Congress: 
Cooperative: 

CNOA oh opig Bee seks it de Ae ess 50. 0 13.6 36. 4 
I satin niinit 4 taeedpaleidinthsbelbialie che Bn hadnt 150.0 149.9 1 

Armed services: 
SER. MR 6u-0ss dhet~enwe de ~etitinastina eed aie 441.3 1 17.2 
en aed onal 58.7 18.8 39.9 
Low and moderate cost housing_.................---..-.-- 1, 000. 0 1, 000. 0 None 
EEE. savuwdebs qisdbegipileiuhnininginedinind debetckeiinhadl 1, 700. 0 1, 606, 4 6 


As indicated above, the most active programs of recent months 
under the FNMA special assistance function are mortgages created 
by urban renewal activity. The FHA programs connected with 
urban renewal only come into use during the latter stages of the 
urban renewal process. As more and more urban renewal programs 
advance to the latter stages, these programs will become more and 
more active. 

The committee believes that the objective of the FNMA special as- 
sistance functions would not be achieved and would not be of substan- 
tial benefit to the successful accomplishment of urban renewal activ- 
ities, as well as other vital housing programs, if FNMA were per- 
— to establish prices substantially below par to purchase such 
oans. 

TRANSFER OF MORTGAGES TO FNMA 


Section 701(c) of the bill would permit the Federal National 
Mortgage Association to assume the ownership, servicing, and sale 
of certam mortgages and other obligations acquired or to be acquired 
by the Public Housing Administration in connection with the liquida- 
tion of various Government housing programs. The bulk of such 
mortgages now in the portfolio of the PHA resulted from the sale 
of Lanham Act projects that were constructed to provide housing for 
persons engaged in World War II national defense activities. 

With respect to any mortgages acquired by the FNMA under this 
section, the FNMA would assume only those duties and functions 
which arise under the FNMA Charter Act or the mortgage instru- 
ments themselves. Thus, the PHA would retain all remaining func- 
tions under the Lanham Act respecting the liquidation of properties 
securing the mortgages to be transferred to FNMA. For example, 
the PHA would complete pending land-condemnation proceedings; 
handle complaints and inquiries and assist the Department of Justice 
m handling litigations relating to the development and sale of the 
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housing projects; and carry out other liquidating responsibilities 
arising from the former Federal ownership of the properties-rather 
than from the mortgage instruments. 

The committee feels that it is more practical to transfer the mort- 
gages to FNMA, which has nationwide mortgage servicing facilities 
already established, than to attempt to maintain comparable facil- 
ities in PHA. This section would also permit such transfers by other 
Housing Agency constituents in similar circumstances if the need 
arises. 

AUTHORITY TO INVEST EXCESS FUNDS 


Section 701(d) would amend FNMA’s corporate charter to permit 
some incre latitude in the investment of funds that, from time to 
time, may temporarily be in excess of current operating needs. In- 
vestments are now restricted to Gopernment and Govesteaniniblarenteene 
teed obligations, with respect to which the investment yield may often 
be wholly inadequate to offset to any appreciable degree such cost to 
FNMA of its borrowed operating funds. 

This section would authorize FNMA to invest “in obligations of 
the United States or guaranteed thereby, or in Federal Intermediate 
Credit Bank debentures, Federal Home Loan Bank notes, Federal 
Land Bank bonds, and Banks for Cooperatives debentures.” The 
immediate purpose of the proposal is to qualify for temporary invest- 
ment by FNMA in the so-called Federal agency obligations. These 
obligations carry very high investment ratings—second only to U.S. 
Government obligations. Although these obligations enjoy a high de- 
gree of marketability, FNMA would smntelty acquire only oblige: 
tions having an early maturity conforming with the time when the 
funds will needed for mortgage purchasing or other Saat 
operating requirements. These types of obligations usually afford a 
higher return than Government securities of comparable term. 

The committee feels that by permitting the FNMA to invest ex- 
cess funds in obligations described by this section, it will offset the 


cost to the FNMA of operating funds borrowed from private sources 
from time to time. 


FARM HOUSING RESEARCH 


Section 702(a) would extend the farm housing research program 
for a period of 3 years, beginning July 1, 1959, and ending June 30, 
1962, and would authorize an annual appropriation of $75,000 for the 

rogram. 
Y The objective of this program is to improve farm housing condi- 
tions by developing data and information which will help farmers ob- 
tain better housing at lower costs. The research program authorized 
under this section is to be carried out by land-grant colleges 
under terms, conditions and standards specified by the HHFA 
Administrator. 

For fiscal 1958, $75,000 was appropriated for the program. The 
research authorized to date is being carried on by the Alabama Poly- 
technic Institute, the University of Missouri, and Colorado State 
University. 

The original authorization granted in the Housing Act of 1957 
will expire at the end of fiscal 1959. The committee feels that this 
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additional authorization and the extension of time is necessary to 
carry out this vital research program. 


HOUSING FOR MIGRANT WORKERS 


Section 702(b) expresses the desire of the committee that in under- 
taking any future study or research program, the HHFA Adminis- 
trator is to include the subject of the housing of migratory workers 
in order to determine the character and extent of their housing needs. 


SURVEY OF PUBLIC WORKS PLANNING 


Section 703 would amend section 702 of the Housing Act of 1954 
to permit the Administrator of the HHFA to use $50,000 of funds 
authorized for the program of advances for the planning of public 
works for the pur of obtaining information on the current status 
of State and local public works planning and requirements for such 
public works. A survey of the status and volume of advance public 
works planning was undertaken pursuant to authority granted in the 
Housing Act of 1954. However, that survey is now obsolete and no 
authority exists for additional surveys to be made. 

Pursuant to section 702 of the Housing Act of 1954, the HHFA Ad- 
ministrator is now carrying out a program of advances for the plan- 
ning of public works. This program permits the Administrator to 
make advances to States, through agencies and political subdivisions, 
for the planning of public works (other than housing) which conform 
to an overall State, local, or regional plan approved by a competent 
State, local, or regional authority. When this section was enacted in 
1954, a revolving fund of $10 million was authorized for the operation 
of the program. 

It is contemplated that the information, authorized to be obtained, 
will be compiled rome representative sampling surveys of the more 
than 100,000 State and local governments. The committee believes 
that this would determine the current status and volume of plans for 
public works and the estimated long-range requirements for public 
works. This data, not now available, would provide the means for 
measuring the volume, type, and location of State and local public 
works plans. It would also increase the extent to which such govern- 


ments are meeting or planning to meet the steadily expanding require- 
ments for public facilities. 


VA-SUPERVISED LENDERS 


Section 704(a) would amend section 500(b) of the Servicemen’s 
Readjustment. Act of 1944 to permit the VA to expand the existing 
class of “supervised lenders” to. include a new category of lenders 
which make mortgage loans but which are not classed. as supervised 
lenders and therefore must get prior approval from the VA before 
the loan can be made. Supervised lenders are presently described by 
the statute as “Federal land banks, national banks, State banks, pri- 
vate banks, building and loan associations, insurance companies, 
credit unions, or mortgage and loan companies ,subject to examina- 
tion and supervision by an agency of the United States, or of any 
State or Territory.” The new category of “supervised lenders” would 
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‘be any FHA-approved mortgagee, designated by the FHA as a “certi- 
fied agent” and acceptable to the Administrator of Veterans’ A ffairs. 

“Certified agent” is a relatively new FHA designation and relates 
to mortgagees which are approved by the FHA to operate under the 
certified agency program. Since they must exercise discretion, they 
are examined thoroughly by the FHA before being so designated. 
If, in addition to this specu approval by the FHA, they are also ap- 
proved by the Veterans’ Administration, the committee feels that it 
would be proper to permit them to make VA-guaranteed loans, under 
conditions prescribed by the Veterans’ Administration. 


VA INTEREST RATES 


Section 704(b) of the bill would increase the statutory interest rate 
ceiling on VA-guaranteed and VA-direct home loan mortgages from 
43/4, percent to 514 percent. In addition, this section would repeal 
the provision contained in existing law providing that the VA inter- 
est rate shall be at least one-half of 1 percent below the going rate as 
established by the FHA Commissioner on FHA section 203(b) sales 
housing. 

Testimony presented to the committee by the Veterans’ Administra- 
tion revealed that the home loan guarantee program started to decline 
in the latter part of 1956 and had reached a record low level by the 
end of 1957. For example, the number of appraisal requests—which 
are the most sensitive indicator of loan guarantee activity—had 
dropped from a monthly average of more than 84,000 in 1955 to only 
5,000 in December 1957. 

However, the enactment of the 1958 emergency housing legislation, 
Public Law 85-365, approved April 1, 1958, revived the program. 
This act permitted an increase in the GI interest rate from 414 per- 
cent to 434 percent, removed the mandatory control of discounts on 
GI loans in the secondary market, and gave authority to the Federal 
National Mortgage Association to purchase V A-guaranteed or FHA- 
insured mortgages of up to $13,500 under its special assistance pro- 
gram. These, together with the removal by VA of the regulatory 
2-percent minimum downpayment requirement, combined to stimulate 
activity in GI loans. 

By July of 1958, appraisal requests had increased to 43,100, of which 
28,500 were on proposed homes and 14,600 were on existing houses. 
New dwelling units started under VA inspection, which had averaged 
about 33,000 per month in 1955 and accounted for nearly 30 percent of 
all nonfarm private dwelling units started in the United States during 
that year, dwindled to a low monthly average of 3,300 during the 3 
months preceding the enactment of the 1958 emergency housing legis- 
lation, and accounted for less than 5 percent of the U.S. total starts 
during this quarter. However, during the third quarter of 1958, units 
started with VA-inspection had risen to a monthly average of 12,700 
and accounted for about 1114 percent of the U.S. total starts. 

- By mid-September of 1958, the $1 billion FNMA special assistance 
fund for purchasing FHA and VA mortgages had Coit committed. 

At about this time also there was a reversal in the trend of avail- 
ability of mortgage funds which caused the GI loan to be even less 
attractive to investors. This resulted from the increased yield obtain- 
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able on other’ mortgages «and: other competitive ‘types of capital 
mvestment. sea | ; : cece | . 

Consequently, the supply of mortgage money for oans has con- 
tinued to tighten and had resulted ir marked decline of GI loan 
activity in recent months. Appraisal requests which had reached a 
peak of 43,100 in July of 1958 receded to 21,100 in December and dwell- 
ing units started with VA inspection dropped from a 1958 monthly 
high of 14,700 in‘ October to only a little over 9,000 im December. These 
decreases are considerably in excess of the ustial seasonal pattern. 

All indications point to a further decline in GI home loan activity 
in coming months unless something is done to bring the GI loan into 
a more favorable position with competitive types of capital invest- 
ments. 

Over the last several years, many witnesses, including builders, lend- 
ers, mortgage investors, representatives of veterans’ organizations, and 
officials of the Veterans’ Administration, as well as veterans them- 
selves, have continuously advocated an interest rate for VA home 
loans higher than the'statutory rate established by the Congress. 
There appears to be a preponderance of evidence showing that the 
VA guaranty program, with a statutory interest rate ceiling of 434 

reerit, has not met the housing needs of worthy veterans because the 

xed interest rate does not attract mortgage investment funds. In 
addition, in order to offset the low interest rate, the practice of dis- 
counts in VA guaranteed mortgages has become so prevalent over the 
last several years, that many builders who are forced to absorb these 
discounts have discontinued their operation under the VA guaranty 
program. This has resulted in fewer and fewer homes bemg made 
available to the potential veteran buyer. 

Therefore; in order to rejuvenate the VA guaranty program and to 
assist those veterans who need adequate and decent housing, the com- 
mittee feels that it is necessary to increase the statutory interest rate 
for the VA home loan program. : 


DISQUALIFICATION OF LENDERS OR BUILDERS 


Section 704(c) amends section 504(c) and section 514 of the Serv- 
icemen’s Readjustment Act of 1944. It authorizes the Administrator 
of Veterans’ Affairs to bar builders and lenders from participation in 
the VA home loan programs if such builders or lenders have been 
barred from participating in FHA programs. 

Section 512 of the Natiorial Housing Act provides, in part, that the 
Commissioner of the FHA may refuse the benefits of the FHA insur- 
ance programs to persons or firms who knowingly or willingly violate 
the provisions of title IIL of the Servicemen’s Rebdjesenaan Act of 
1944, or regulations issued thereunder, or who have failed materially 
to carry out contractual obligations with respect to the completion of 
construction, alteration, repair, or improvement work financed with 
assistance under the act. However, there is no reciprocal statutory 
provision authorizing the Administrator of the VA to bar from par- 
ticipation in the VA home loan programs those persons who have been 
disqualified under the FHA programs. 

The committee feels that increased cooperation between the FHA 
and VA is most desirable. The operations of the FHA section 203 
sales housing program and the VA home loan guaranty program are 
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similar in many respects. The committee believes, therefore, that if 
one agency finds good cause to suspend a builder or lender, the other 
agency should be authorized to suspend for the same offense. 


ADDITIONAL VA DIRECT LOAN AUTHORIZATION 


Section 704(d) of the bill would provide an additional $300 million 
for the VA direct home loan program. The VA would be authorized 
to use these funds from the date of enactment. of the Housing Act. of 
1959- until expended, without being limited’ by thie existing statutory 
limitations governing quarterly allocations. The p of this 
special authorization is to provide loans for veterans who are pres- 
ently on VA waiting lists. These veterans reside in areas where pri- 
vate loan funds are not generally available. 

Under existing law, the VA is authorized to make direct loans in 
an amount up to $50 million per quarter subject to an annual ceiling 
of $150 million. As of December 31, 1958, there were more than 
45,000 veterans eligible for direct loans whose applications could not 
be processed because current authorizations were exhausted. An esti- 
mated additional authorization of $300 million would be required to 
dis of this backlog. 

he upsurge in VA loan activity is due in large measure to pt 
visions contained in the 1958 orga ag = A Housing Act (Public Law 
85-364), enacted by the Congress on March 19, 1958, and approved 
by the President on April 1, 1958. 

During the first 9 months of the fiscal year 1958, no funds were 
available for the direct loan program. As a result, funds were vir- 
tually exhausted in all direct loan areas when the new authorization 
became available on April 1. The quarterly allecation for the fourth 
quarter of fiscal year 1958, limited by statute to $50 million, has been 
allotted to VA field offices and falls far short of meeting the demand 
of veterans who are on waiting lists, many of whom have been wait- 
— months. 

he committee is aware that, in order to implement the objectives of 
the Emergency Housing Act of 1958, it was necessary for the VA to 
reserve a certain percentage of the direct loan fund allotments each 
quarter for making commitments to builders. Initially, the VA re- 
served 75 percent of the direct loan fund allotment each quarter for 
making commitments to builders, such reservations prevailing for 2 
months of each quarter, and at the end of such period any portion 
remaining being used to meet individual direct loan applications. In 
January 1959, however, the VA reduced the 75-percent reserve for 
commitments to builders to 50 percent. 

The committee believes that the method adopted by the VA to meet 
the intent of the Emergency Housing Act is satisfactory. However, 
in connection with the additional $300 million direct loan authoriza- 
tion provided in this bill, the ;committee»believes:that first..priority 
should be given to satisfying the some 45,000 individual veterans who 
have applied for, or are now on the VA waiting list for, direct home 
loans. If some portion of the additional funds remain after this 
backlog has been met, this balance could be used in accordance with 
existing regulations. 
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CONSOLIDATION OF LANHAM ACT AND OTHER LOW-RENT PROJECTS 


Section 705 of the bill would permit local housing authorities to 
consolidate Lanham Act and other low-rent housing projects being 
assisted with annual contribution contracts under the Ts. Housing 
Act of 1949. Under present law, Lanham Act war housing projects 
which have been conveyed to local housing authorities for low-rent 
use under section 606 of the Lanham Act cannot be consolidated with 
other low-rent projects. The reason for this is that section 606 re- 
quires the return of residual ocelpts each year to the Government. 
While the U.S. Housing Act provides for the retention of the residual 
receipts by the local housing authority for reduction of the Federal 
annual contribution payable under that act, this section of the bill 
would remove this restriction and permit the commingling of project 
funds and the use of all residual receipts for reduction of any Federal 
annual contribution under the consolidated contract. Since the Lan- 
ham Act prohibits the payment of annual contributions with respect 
to any Lanham Act project:conveyed for low-rent use and since all 
funds and operations would be merged, the amendment to section 
606(b) would remove any implication that the payment of annual con- 
tribution to an eligible project under the consolidated contract is a 
payment with respect to the Lanham Act project. 


DISPOSAL OF HOUSING PROJECTS 


Section 706(a) would amend section 607 of the Lanham Act to 
authorize the HHFA Administrator to modify the terms of a sales 
contract applicable to a project. purchased by a cooperative or other 
mutual group, in order to enable the cooperative purchaser to retain 
possession of the property. The committee is advised that one co- 
operative group is unable to comply with the terms of the sales con- 
tract originally entered into with the Public Housing Administration 
for the purchase of a Lanham Act project. Under ordinary circum- 
stances, such a loan would be in default and the FHA would be com- 
pelled to foreclose. The committee does not believe that such drastic 
action would be necessary, if the sales contract. could be modified, and 
if such action on the part of the PHA Commissioner would be in the 
public interest. This section would permit such action. 

Section 706(b) extends for 2 years the period during which mili- 
tary personnel and civilian employees of the armed services may con- 
tinue to occupy war housing projects in Philadelphia, Pa. Section 
406(c) of the Housing Act of 1956 (Public Law 1020, 84th Cong., 
approved August 7, 1956) provided an exception to section 606 of the 
Lanham Act in order to permit military personnel to continue to 
occupy projects PA-36011 and PA-36012 for a period of 3 years, until 
January 31, 1961. 

The committee was advised that the military personnel and civilian 
employees now occupying these projects still require such quarters and 
that unless this date is extended, these servicemen would be evicted. 
It was originally anticipated that other arrangements would be made 
to house these military personnel prior to the expiration of the 3 years. 
However, the Department of Defense has been unable to provide the 
housing needed by these service personnel, and a 2-year extension until 
1961 is necessary. 
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Section 706(c) would permit. disposal:ef; the three: PW.A: lowenent 
housing projects still remaining in Federal ownership to other than a 
local public agency. The existing law directs the PHA to sell its 
Federal projects or divest itself of their management through leases 
“as soon as practicable,” but only to a “public housing’ agency.” 
Forty-seven PWA projects have been sold and only three remain. 
No sale or lease to a local public agency is possible now in the case of 
the two projects located in Enid and Oklahoma City, Okla., becausé 
there is no enabling State legislation for low-rent public housing, 


and none seems to be in the offing. Neither has the PHA been able to 


negotiate a sale or lease, with a local public agency, of the project in 
Indianapolis, Ind., and, because of local opposition it seems unlikely 
that this can be done in the near future. The committee feels this ac- 
tion is necessary in order to enable the PHA to sell the three projects 
on the private market if the three localities still do not wish to take 
steps to obtain State legislation or municipal approvals which would 
make local public ownership possible. 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Section 707 would extend the voluntary home mortgage credit pro- 
gram until July 31, 1961. Under present law the program would 
cease operations on July 31, 1959. The VHMCP is intended to assist 
home buyers in obtaining residential mortgage loans in small com- 
munities and rural areas where mortgage money is scarce and to assist 
minority groups in general without regard to the size of the communi- 
ties in which they live. 

Since it was established by the Housing Act of 1954, the prograni 
has been successful in assisting the placement of over 35,000 FHA and 
VA loans with private lenders. Det 66 percent of the loans were 
VA-guaranteed loans. Some 23 percent of the total were for homes 
for minority group families. These figures indicate that the program 
has been helpful and justify the continuation of the program for the 
next 2 years. 


PLANNING SCHOLARSHIPS AND FELLOWSHIPS 


The committe received testimony that the achievement of the hous- 
ing goals of the Nation is severely hampered by the lack of qualified 
professional city planners and housing technicians and specialists. 
In order to help solve this problem, section 708 of the bill contains 2 
provision authorizing the Housing and Home Finance Administrator 
to grant scholarships and fellowships in public and private nonprofit 
institutions of higher education for the graduate training of profes- 
sional city planning and housing technicians and specialists. Perecen 
shall be selected for such scholarships solely on the basis of ability. 
The bill authorizes appropriations of $500,000 annually for a 3-year 
period. 

HOME OWNERS LOAN ACT 


Section 709 of the bill would permit savings and loan associations, 
whose accounts are insured by the Federal Government, to invest, not 
to exceed 5 percent at any one time, of their withdrawable accounts 
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in loans to finance the acquisition of undeveloped property and the 
development of such property for residential usage. 

Evidence has been presented to the committee that many land devel- 
opers have experienced great difficulty in obtaining financing with 
which to acquire and develop land to be used for housing subdivisions. 
This section of the bill is designed to bring together those seeking land 
acquisition and development financing with those able to supply such 
financing. 

This proposed amendment would not broaden or liberalize the area 
restriction in which savings and loan associations may invest their 
funds. In addition, the investment of association funds, as authorized 
by the proposal amendment, would be subject to such rules and regula- 
tions as may be prescribed by the Federal Home Loan Bank Board. 


HOSPITAL CONSTRUCTION 


Section 710 of the bill would revive and extend to June sv, 1960, 
that portion of the Defense Housing and Community Facilities and 
Services Act of 1951, which authorizes loans or grants for hospital 
construction. One of the purposes of the act of 1951 was to provide 
needed community facilities in areas, designated as critical by the 
by the President, in which there was.an-influx of population caused 
by defense activities. During the life of the program, the applica- 
tions of 6 communities were approved, but the applications from 22 
other communities were pending at the time the authority under the 
act expired. The program contemplated undertakings on the part of 
local communities which in many instances required substantial ex- 
penditures of local funds. These expenditures were made in the 
expectation that the application for Federal assistance would be ap-. 
proved prior to the expiration of the law. 

The committee is satisfied that the Federal Government has some 
moral obligation to help alleviate the critical shortage of hospital 
facilities in those defense areas where the locality undertook a pro- 
gram of hospital construction in the expectation that Federal funds 
would be available. Consequently, this bill extends this portion of 
the Defense Housing and Community Facilities and Services Act of 
1951 for 1 year and authorizes expenditures of Federal funds up to. 
$7.5 million for each of the fiscal years ending June 30, 1959, and 
June 30, 1960. 





HOUSING RESEARCH 


Testimony received during the hearings pointed out the serious 
shariage of data on the housing needs of our Nation. Witnesses 
pointed out that it was almost impossible to estimate the size of our un- 
met housing need and determine whether we are successfully over- 
coming our serious housing shortage. The only available data was 
that presented on a national basis by the Bureau of the Census as re- 
ported in the National Housing Inventory of 1956. No data on hous- 
ing needs has been made available in recent years by the Housing 
Agency. 

he committee was reminded that statutory authority now exists 
for the Housing and Home Finance Administrator to conduct housing 
research. Public Law 171, 80th Congress, provided that the Housing 
Administrator shall conduct research and report to the Congress es- 
timates of national housing needs and the progress being made by the 
Nation toward meeting these needs. This law also provides that the 
Housing Administrator shall encourage localities to make studies of 
housing needs and housing markets. 

Public Law 1020 of the 84th Congress provided that the Housing 
Administrator should conduct research programs and report to the 
Congress on the housing needs of the Nation. Under this law, the re- 
search was to be made on a contractual basis with educational insti- 
tutions and with other private Government research agencies. This 
program was denied funds by the Appropriations Committees and 
nothing further was done in this eigurd) 

Without knowledge of the housing needs and the condition of hous- 
ing in which American families live, it is impossible to assess the seri- 
ousness of the Nation’s housing problems. The committee believes, 
therefore, that the intent of existing law should be implemented and 
that the Housing Agency should request the necessary appropriations 
to carry out the purposes of such law. The committee is hopeful that 
the Appropriations Committees of the Congress will be sympathetic 
to the requests made by the Agency so that an adequate research pro- 
gram can be started. 
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COMPARISON OF ADMINISTRATION PROPOSALS AND 
S. 57, AS AMENDED 


The following tables were prepared by the Housing and Home Fi- 
nance Agency and are included in this report for the information of 
the Senate. The estimates of budget expenditures for fiscal year 1960 
have not been analyzed by the committee, and do not necessarily rep- 
resent its views. 


Vs 


Estimated budget expenditures under proposed legislation, 1960 fiscal year ' 
(Dollars in millions} 
Adminis- 8. 57, as 


tration bill | amended 
(S. 612) 


VE VS © 


Urban renewal: 

Capital grant authorization_ $3. 6 Expenditures represent increased planning ad- 

vances. 

Relocation payments (in- (2) ; Increase for individuals from $100 to $200; for 
ee maximum pay- small business from $2,500 to $3,000. 
ments). 

College loans: Housing, direct @) Additional authorizations would increase num- 
loans. ber of projects be planned, but disburse- 
ments would fall in years. 
College classrooms, etc.: direct () . Construction advances for projects being 
loans. planned prior to enactment of program. 


eo ® 


bh 


) Increases total program, but not necessarily 
1960 expenditures. 

Farm housing research () 

Low-rent public housing (addi- 
tional units): 
Preliminary (planning (2) 
loans). 
(construction (2) 


Total, 1960 fiscal year esti- 
mate. 


1 All estimates subject to statements in accompanying explanatory note. 
2 Not applicable. 
* No effect. 

EXPLANATORY NOTE 


ant the purpose of these estimates, it has been assumed in each case that the bill becomes law on Mar. 1, 


No allowance has been made in the estimates for the following: 
1. Administrative expenses required for new or expanded programs, as compared to amounts esti- 
mated in the 1960 budget. 
2. Possible expenditure effects of various technical amendments affecting operations of the FNMA, 
such as reinstitution of the par purchase requirements. 
3. Possible expenditure effects of amendments to urban renewal statute authorizing 5-year retroactive 
credits for certain noncash local grants-in-aid. 
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SECTION-BY-SECTION ANALYSIS 


Trrtze I, FHA Insurance Programs 


Property improvement loans 


Section 101.—Amends section 2(a) of the National Housing Act 
to extend the title I property improvement program of the FHA 1 year 
until September 30, 1960. 

Technical 


Section 102.—Makes cross-reference between FHA section 204 (pay- 
ment of insurance) and the six insurance programs to which this 
provision applies. 


Mortgage ceilings for sales housing 

Section 103,—(a) Amends section 203(b) (2) of the National Hous- 
ing Act (regular sales housing program) to increase the maximum 
mortgage amount which may be insured by FHA from $20,000 to 
$25,000 on two-family homes. 

(b) Amends section 203(b) (8) of the National Housing Act (regu- 
lar sales housing program) to increase the nonoccupant owner’s max- 
imum loan to the maximum permitted the homeowner, the nonoccu- 
pant owner would put into escrow 15 percent of the mortgage amount 
for 18 months or until he sells the property. (A nonoceupant owner 
is now permitted 85 percent of the mortgage amount available to a 
homeowner. ) 

(c) Amends section 203(i) of the National Housing Act (housing 
in rural and outlying areas) to permit an increase from $8,000 to 
$9,000 in the maximum insurable loan. 

Mortgage insurance authorization ceilings 


Section 104.—Amends section 203 (i) and section 701 of the National 
Housing Act to remove the ceilings on the FHA mortgage insurance 
authorizations. 

FHA debentures 


Section 105—Amends section 204(k) of the National Housing Act 
to permit the FHA to include in debentures the cost of acquisition 
and the cost of conveyance title to FHA. 

Regular rental housing program 

Section 106.—Amends section 207 of the National Housing Act to 
delete all provisions relating to housing for elderly persons, since the 
proposed bill (in title IT) establishes a new FHA section 231 pro- 
gram of mortgage insurance for elderly persons’ housing, 
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The present dollar limitation on the maximum amount of a section 
207 mortgage would be increased, as follows: 


Se 


i 
Present Proposed 














Per unit if Per unit if 
Per room under 4 Per room under 4 
rooms rooms 
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Increase for high cost areas 


Amends section 207(c)(3) to increase the mortgage limits for 
trailer courts or parks from $1,000 to $1,500 per space, and from 
$300,000 to $500,000 per mortgage. 

Interest rate increases 


Section 107.—(a) Amends section 207 of the National Housing Act 
by establishing a new interest rate ceiling of 5 percent (present ceiling 
414 percent) with authority for the Commissioner to increase the rate 
to oe percent if he finds such action is necessary to meet the mortgage 
market. 

(b) Amends section 213(d) of the National Housing Act to estab- 
lish a new interest rate ceiling for section 213 management-type coop- 
eratives as in (a) above. This section also amends section 213(d) of 
the National Housing Act by authorizing the Commissioner to in- 
crease the interest rate on section 213 sales-type cooperatives to 6 
percent if he determines such action is necessary to meet the mortgage 
market. (This section would not change the basic ceiling of 5 percent 
on sec. 213 sales-type mortgages. ) 

(c) Amends section 803 by of the National Housing Act to establish 
a new interest rate ceiling for section 803 military housing mortgages 
as in (a) above. 

Cooperative housing 

Section 108.—(a) Amends section 213(b) (2) of the National Hous- 
ing Act to— 

(1) increase the maximum loan ratio from 90 percent of re- 
placement cost (95 percent of replacement cost if 50 percent of 
the cooperators are veterans) to 97 percent of replacement cost, 
and 

(2) increase the present dollar limitations on the maximum loan 

" amount to the same amounts allowed for section 207. 

(b) Amends section 213(d) to permit the inclusion of community 
and commercial facilities in mortgages on property held by sales-type 
and investor-sponsored cooperatives. 

(c) Amends section 213 to extend the cooperative housing program 
to existing structures acquired by consumer cooperatives. 


Mortgage ceilings for Alaska, Guam, and Hawaii 
Section 109.—Amends section 214 of the National Housing Act to 
— that the 50 percent higher mortgage amount which the FHA 
mmissioner, at his discretion, may allow in Alaska, Guam, and 
Hawaii, may be applied to high-cost-area mortgage amounts in the 
programs where such high-cost-area provisions pertain. This section 
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also permits the FHA Commissioner to assess a service charge in con- 
nection with mortgages assigned to him. 


General mortgage insurance authorization 


Section 110.—Amends section 217 of the National Housing Act to 
increase FHA’s general mortgage insurance authorization by $5 bil- 
lion for each of the fiscal years 1959 and 1960. The portion of the 
fiscal year 1959 increase which is unused through June 30, 1959, may 
not be added to the revolving fund. 


Repeal of obsolete provision 


Section 111.—Repeals section 218 of the National Housing Act, an 
obsolete provision, which permitted the transfer of application fees 
from the FHA section 608 program to the section 207, regular rental 
housing program. 


Housing in urban renewal areas 


Section 112.—(a) Amends section 220(d)(3)(A) of the National 
Housing Act (urban renewal ot to increase the maximum mort- 
gage amount which may be insured by FHA on sales housing, as fol- 
ows: from $20,000 to $22,500 on one-family homes; from $20,000 to 
$25,000 on two-family homes; and from $27,500 to $30,000 on three- 
family homes. The existing ceiling of $35,000 on four-family homes 
would not be changed. 

(b) Amends section 220(d) (3) (B) of the National Housing Act 
(housing in urban renewal areas) to establish higher dollar limita- 
tions on the maximum amount of the mortgage on multifamily hous- 
ing in urban renewal areas. The new ceilings would be the same as 
those proposed for FHA’s section 207 (regular rental housing) pro- 
gram. 

Amends section 220(d) (3) (B) to change the maximum permissible 
loan ratio from 90 percent of replacement cost (which may include a 
10-percent allowance for builder’s and sponsor’s profit and risk) to 
100 percent of replacement cost (excluding any allowance for build- 
er’s and sponsor’s profit and risk). 

Permits exterior land improvements (as defined by the FHA Com- 
missioner) to be included in the mortgage without being computed as 
part of the per room or per unit cost limitations. 

Permits the inclusion of such nondwelling facilities as the FHA 
Commissioner deems ees to serve the needs of the occupants of 
the property and of other housing in the neighborhood. 

(c) Minin section 220 to permit housing in urban renewal areas 
to be occupied by single persons. 

Relocation housing 


Section 113.—Amends section 221 of the National Housing Act 
(relocation housing) to extend the benefits of the program to any 
family displaced within the environs of a community that has a work- 
able program. 

Section 114—(a) Amends section 221(d) (2) in order to— 

(1) Increase the maximum insurable loan for the construc- 
tion or rehabilitation of sales housing from $9,000 to $10,000 in 
sere areas, and from $10,000 to $12,000 in high-cost areas ; 
an 
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(2) Make eligible for mortgage insurance two-, three-, and 
four-family dwellings which meet FHA minimum property 
standards and appropriate State and local housing ordinances 
or regulations. 

(b) Increases the maximum insurable mortgage amount for multi- 
family projects from $9,000 to $10,000 per unit (from $10,000 to $12,- 
000 in high-cost areas), and changes the valuation basis for computing 
the maximum insurable mortgage amount on relocation rental hous- 
ing constructed by nonprofit mortgagors. At et riyate non- 

rofit corporations and public agencies are eligible for FHA-insured 
oans equal to 100 percent of the Commissioner’s estimate of value. 
This subsection would place such mortgage insurance on a cost instead 
of a value basis for new construction. 

This subsection would also make section 221 mortgage insurance 
available to other than nonprofit mortgagors for the production of 
rental houisng for displaced families, on the same basis as section 220 
redevelopment housing; i.e., the mortgage would be in an amount 
equal to the estimated replacement.cost or actual certified cost ( which- 
ever is beret)» exclusive of any allowance for builder’s and sponsor’s 
profit and risk. 

(c) Amends section 212(a) of the National Housing Act to apply 
the prevailing wage requirements of the Davis-Bacon Act to multi- 
family (10 or more families) structures under FHA section 221 (relo- 
cation housing). 

Section 115—Amends section 222(b) of the National Housing Act 
(mortgage insurance for servicemen) to (1) permit the benefits of 
section 222 in the purchase of. property constructed under the pro- 
visions of section 203 (i), and (2) increase the maximum insurable 
mortgage from $17,100 to $20,000, 

Cost certification 

Section 116.—Amends section 227 of the National Housing Act to 

revise the cost-certification requirements affecting FHA section 220, 


section 221, and the proposed section 231 in accordance with amend- 
ments made by other sections of this bill. 


Voluntary termination of insurance 

Section 117.—Amends title II of the National Housing Act by add- 
ing a new section 229 to authorize the FHA Commissioner to terminate 
any mortgage insurance contract upon request of the mortgagor and 
mortgagee. 
Avoidance of foreclosure 

Section 118.—Amends title II of the National Housing Act by add- 
ing a new section 230 to authorize the FHA Commissioner to extend 
the time for curing a mortgage default covering a one- to four-family 
residence, and, in order to avoid foreclosure, to acquire the mortgage. 
Legal notifications sent by mail 


Section 119—Amends section 512 of the National Housing Act to 
provide that certain legal notifications be considered sufficient if sent 
to the last known address. 
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Transient housing in Alaska 


Section 120.—Amends section 513 of the National Housing Act in 
order to permit certain FHA section 207 and section 608 projects in 
Alaska to be used for transient use for a period not to exceed 3 years. 


Tire 11—Hovustne ror tHe Exvperiy 


Section 201.—Adds a new section 231 to the National Housing Act 
to provide a new program of housing for elderly persons. 

1) The dollar limits on the maximum amount of the mortgage 
would be the same as those proposed for FHA’s section 207 (regular 
rental housing) program. Interest rate ceilings would be the same 
as those proposed for FHA’s section 207 program. 

(2) Would permit insurance of mortgages up to 100 percent of 
replacement cost for nonprofit corporations, and 100 percent of re- 
placement cost (excluding any allowance for builder’s and sponsor’s 
profit and risk) for other than nonprofit corporations. 

(3) Would require that not less than 50 percent of the living units 
in the project be designed specially for use and occupancy by elderly 
persons. Elderly persons would be given a preference or priority of 
opportunity to rent all units. 

4) The economic soundness test of FHA’s regular rental housing 
program (sec. 207) would not be applicable to the new program for 
elderly persons. 

(5) The FHA Commissioner would be authorized to establish 
regulations and restrictions as to rents, charges, capital structure, 
rate of return, and methods of operation. 

(6) Would apply the prevailing wage requirements of the Davis- 
Bacon Act, except that the wages which must be certified under the 
Davis-Bacon Act may be reduced by such amount as the FHA deter- 
mines to have been fully credited to the mortgagor. 

(7) Would include a provision making proprietary nursing homes 
eligible for FHA mortgage insurance, up to 75 percent of the value of 
the new or rehabilitated property. Mortgages insured under this 
new provision would bear an interest rate of 5 percent with authorit, 
for the Commissioner to increase the rate to 6 percent if he finds suc 
action is necessary to meet the mortgage market. In addition, the 
Commissioner of the FHA would be required to obtain certain cer- 
tificates from State agencies relative to the licensing and inspection 
of nursing homes prior to insuring mortgages. 


Titre I] ]—Ursan ReNEwAL 


Statewide planning 

Section 301.—Amends section 101(b) ef the Housing Act of 1949 
by directing the HHFA Administrator to encourage the utilization of 
State agencies to provide effective solutions for urban renewal prob- 
lems of smaller communities. 
Technical 

Section 302.—Amends section 102(a) of the Housing Act of 1949 to 
clarify uncertainties in existing law whether the Federal Government’s 
loan agreement with the local public agency covers interest as well as 
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principal where local public agency pledging the loan agreement as 
collateral. 


Eary land acquisition and clearance 


Section 303—Amends section 102(a) of the Housing Act of 1949 
to authorize the HHFA Administrator to permit land acquisition and 
clearance prior to the signing of a loan'and grant contract, provided 
local law permits such early acquisition and clearance, and provided 
that land acquired under this procedure shall not be disposed of until 
the urban renewal plan is approved by the local community. 


Urban renewal loan authorization 


Section 304.—Amends section 102(e) of the Housing Act of 1949 to 
permit the Administrator to make borrowings from the Treasury in 
excess of $1 billion at discretion of the President. 


Grant authorization 


Section 305.—Amends section 103(b) of the Housing Act of 1949 
to provide a 6-year, $2.1 billion slum-clearance and urban-renewal 
program, with an annual capital grant authorization of $350 million, 
which could be increased by $150 million in any 1 year. 


Repayment of uncollectible advances 


Section 306——Amends section 103(b) of the Housing Act of 1949 
to authorize the use of urban renewal grant funds to repay Treasury 
loans made to finance urban planning advances which are now un- 
collectible because of cancellation of the project. 


Community renewal programs 

Section 307.—Amends section 103 of the Housing Act of 1949 by 
adding a new subsection (c) to authorize planning grants for the 
preparation of “community renewal programs,” which would enable 


a@ community to survey its urban renewal needs and resources, and 
schedule projects. 


Technical 


Section 308.—Amends section 105(b) of the Housing Act of 1949 to 
facilitate public improvements involving the Federal Government 
and the District of Columbia in connection with urban renewal 
en) 

ection 809.—Amends section 106(e) of the Housing Act of 1949 to 
eliminate the provision in existing law that not more than 121% per- 
cent of the total loan authorization may be obligated in any one State; 
does not alter the 121% percent State limitation on grant authorization. 


Relocation payments 


Section 310.—(a) Amends section 106(f) of the Housing Act of 
1949 to authorize relocation payments when the displacement is a re- 
sult of any governmental activity in an urban renewal area, and of 
programs of voluntary repair and rehabilitation; increases from $100 
to $200 the maximum amount of relocation payments to individuals 
and families; and increases from $2,500 to $3,000 the maximum amount 
of relocation payments to business establishments. 

(b) Atheaile section 106 by adding a new subsection (g) to give 
business concerns which are displaced from urban renewal areas a 
priority of opportunity, insofar as practicable and desirable (as de- 
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termined by the local governing body), to purchase or lease commercial 
or industrial facilities provided in connection with area redevelop- 
ment. 


Priority for State-assisted projects 
Section 311.—Amends section 106 of the Housing Act of 1949 to 


establish a priority for projects toward which a State contributes at 
least one-half of the required local grant-in-aid. 
Planning requirements 

Section 312—Amends section 110(b) of the Housing Act of 1949 to 
authorize the HHFA Administrator to expedite urban renewal proj- 
ects by permitting him to omit or to simplify present detailed require- 
ments for the urban renewal plan. 
Nonresidential development 


Section 313.—Amends section 110(c) of the Housing Act of 1949 to 
permit up to 20 spas: (now 10 percent) of the total capital grant 
authorization to be used for areas which are not predominantly resi- 
dential, and which are not to be redeveloped for predominantly resi- 
dential uses, even if such areas do not include a subsantial number of 
slum dwellings as presently required. 

Noncash grants-in-aid 

Section 314.—(a) Amend section 110(d) of the Housing Act of 1949 
to provide that improvements and facilities that are otherwise eligible 
may be credited as local grants-in-aid to urban renewal projects, pro- 
vided their commencement does not precede the signing of the loan 
and grant contract for the project by more than 5 years. 

(b) Amends section 110(d) to permit the cost of certain public 
improvements serving the urban renewal area to be credited as a local 
grant-in-aid when financed by revenue bonds payable from service 
charges against the users of the system. 

Credit for interest payments 

Section 316.—Amends section 110(e) of the Housing Act of 1949 to 
authorize the HHFA to include interest on advances hy a city (local 
public funds) as an item of gross project cost for an urban renewal 
project. 

Uniform date 

Section 316.—Amends section 110(g) of the Housing Act of 1949 
tomake uniform the date for determining the application of the “going 
Federal rate” of interest under urban renewal contracts. 

Technical 

Section 317—Makes conforming amendments. 
Federal recognition 

Section 318.—Waives the requirement in section 110(d) of the 
Housing Act of 1949 for communities whose projects could not obtain 
Federal recognition during the period from January 1, 1957, through 
December 31, 1958, because of limitations on the HHF‘A Administrator 
to make capital grants or to reserve funds. Under existing law, such 
Federal recognition is required to enable the local community to in- 
clude local activities and facilities as noncash grants-in-aid. 
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Urban renewal areas mwolwing colleges 
Section 319.—Adds a new section 112 to the Housing Act of 1949 
to— 

(1) remove “predominantly residential” requirement in areas 
involving an educational institution ; 

(2) permit credit toward the locality’s one-third share of ex- 
penditures made by the educational institution in purchasing prop- 
erty and in clearing the property ; 

(3) permit the expenditure to be counted toward a community’s 
local share provided the expenditure is made no more than 5 years 


prior to the signing of the loan and grant contract for the urban 
renewal project. 


Urban planning 

Section 320.—(a) Amends section 701 of the Housing Act of 1954 
(grants to assist urban planning) to extend the scope of the urban 
planning grant to— 

(1) include any group of adjacent communities, having a total 
population of less than 50,000, and having common or related ur- 
ban planning problems ; 

(2) include a county or a group of counties; and 

(3) include municipalities having a population of less than 
50,000. 

(b) Amends section 701 to increase the authorization for grants to 
assist urban planning from $10 million to $20 million. 


Investments by banks in long-term obligations of local public agencies 

Section 321.—Amends section 24, title XII of the United States 
Code (the National Bank Act) to permit national banks and State 
member banks (to the extent permitted by State laws) of the Federal 
Reserve System to purchase or underwrite obligations of local public 
agencies having a maturity of more than 18 months. 


Timur IV, Low-Rent Hovustne 


Declaration of policy 


Section 401—Amends section 1 of the U.S. Housing Act 
of 1937 to add the following policy objectives: to make adequate pro- 
vision for larger families and for families consisting of elderly per- 
sons; where a local housing authority has determined that the 
acquisition and repair, rehabilitation or remodeling of existing dwell- 
ings by the local public agency for use as a low-rent housing project 
is in the public interest of the community, the Public Housing Com- 
missioner and the Housing and Home Finance Administrator shall 
encourage and facilitate such undertakings; to vest in local housing 
authorities full responsibility for the establishment of rents and eli- 
gibility requirements (subject to income limit ceilings provided in the 
act); and to authorize local housing authorities to permit families 
whose income increases beyond the limits for continued occupancy 
to remain in their homes either through group or individual purchase, 
or as tenants paying a ponipeiheltined rent if private housing is not 
available to them. 
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Rents and income limits 


Section 402.—Amends several sections of the U.S. Housing Act of 
1937 to permit local housing authorities to set rents and income limits 
for their low-rent projects, subject to a statutory ceiling on income 
limits. 

(a) and (b) are technical, amending sections 2(1) and 15(7) (b) to 
delete provisions to be covered by other sections of the act. 

(c) amends section 15(8)(a) to authorize the local agency to fix 
maximum income limits for admission and continued occupancy. The 
statutory ceiling would differ from existing law in two respects: (1) 
the present $100 exemption for each minor or adult dependent is 
eliminated ; (2) the 20 percent gap requirement is waived for displaced 
families. It also removes the Public Housing Administration’s au- 
thority to require the prior approval of specific income limits set by 
the local agency. 

(d) and (e) amend sections 15(8)(b) and 15(8)(d) to remove 
references to the Public Housing Administration’s power of prior 
approval of specific income limits. 

(f) repeals section 502(b) of the Housing Act of 1948, relating to 
the exemption of benefits for disability or death oceurring in connec- 
tion with military service, which is incorporated in the basic act by 
subsection (c) above. 

Central Administrative Office facilities 

Section 403.—Amends section 2(5) of the act of 1937 to permit a 
local public housing agency to furnish administrative facilities to the 
local urban renewal agency, at economic rent, in localities where the 
public ne agency and the local public agency operate as separate 
legal entities but with a common administrative staff. 

Use of existing dwellings 

Section 404.—Provides that where a local housing authority deter- 
mines and certifies to the Public Housing Commissioner and to the 
Housing and Home Finance Administrator that the acquisition and 
repair, rehabilitation or remodeling of existing dwellings for use as 
a low-rent housing project, the Commissioner and the Administra- 
tor shall employ the powers, functions, and duties vested in them by 
the United States Housing Act of 1937, as amended, or any other act 
in such manner as shall facilitate and encourage the undertaking and 
carrying out of such a low-rent housing project by such local public 
housing agency, and the annual report of the Administrator shall 
include information on the number of such cases and the manner in 
which such functions, powers, and duties were so employed and exer- 
cised in such cases. 


Authorization 


Section 405.—Amends section 10(i) of the act of 1937 by increasing 
the authorization for new annual contribution contracts by an addi- 
tional 35,000 units to become available July 1, 1959. It would also 
extend by 2 years the period during which the existing authorizations 
would be available. This would make available for 2 additional 
years, until July 31, 1960, any units not contracted for under the 
first authorization of 35,000 units which expired July 31, 1958, would 
extend the second authorization of 35,000 units to June 30, 1961, and 
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make the new authorization of 35,000 units available until June 
30, 1963. 


Overincome tenants 


Section 406—(a) Amends section 15(8) of the United States 
Housing Act of 1937 by seo | a new paragraph (e) to stipulate 
the terms on which a low-rent dwelling unit may be sold to a public 
housing tenant. The tenant would be required to pay local taxes, 
amortize the full purchase price of his home, and pay interest at not 
less than the cost of money to the local cy. e local agency 
would have an option to repurchase a dwelling if the family fails to 
carry out its contract. This plan is permissive with local agencies. 
If any agency finds it is not feasible to operate under this plan, it 
could permit overincome tenants to remain in occupancy if the local 
agency determines that it is impossible for the family to rent or buy 
a decent private dwelling, and if an unsubsidized rent is paid. 

(b) Technical: Amends the act in a number of places to make 
possibie the sale of low-rent units. 


Amendment to existing contracts 


Section 407—Amends the United States Housing Act of 1937 by 
adding a new section 30 to provide that existing annual contribution 
contracts shall be revised, upon request of local agencies, in accord- 
ance with the terms of the act of 1937 as it is amended at any time, 
provided that the interest of the holders of outstanding bonds is not 
jeopardized. 

Low-rent housing in urban renewal areas 


Section 408.—(a) Amends section 107 of the Housing Act of 1949 to 
facilitate the development of low-rent housing in urban renewal areas, 
Under existing law, when a new public housing project is located out- 
side of an urban renewal area, the locality is required to make a local 
contribution in the form of tax exemption, but if located within an 
urban renewal area a further local contribution is required equal to 
one-third of the writedown in land value. The proposed amendment 
would eliminate this difference by accepting tax exemption as the only 
required local contribution for low-rent projects in urban renewal 
areas. This provision will apply to Federal, State, and city projects. 

(b) Provides that where tend. to be acquired as part of an urban 
renewal project is made available to a local housing authority as a 
site for a low-rent housing project assisted under the U.S, Housi 
Act of 1937, as amended, an amount equal to the price for such land 
shall be included as a part of the development cost of such low-rent 
housing project and paid over by the local housing authority to the 
local agency undertaking such urban renewal project as the purchase 
price for said land. 


Trrte V—Couitece Housine 


Section 501.—Amends section 401(d) of the Housing Act of 1950 
to increase the revolving fund for college housing loans by $400 mil- 
lion (the present ceiling is $925 million). Of the $400 million in- 
crease, $50 million is reserved for “other educational facilities,” 
increasing the reservation for this purpose from $100 million to $150 
million, and $50 million is reserved for student-nurse and intern 
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housing facilities, increasing the reservation for this purpose from 
$25 million to $75 million. 

Section 502.—Amends title IV of the Housing Act of 1950 by add- 
ing new sections 405 and 406 which authorize the Administrator to 
make and guarantee loans to educational institutions for the construc- 
tion of new, or rehabilitation of existing classrooms, laboratories, and 
related facilities, including equipment and utilities. Authorizes a 
revolving fund of $125 million to finance the new loan program, and 
$125 million to finance the new guarantee program. This section also 

rovides for the prevailing wage scale under the Davis-Bacon Act to 
be applicable to all construction financed with college housing loans. 


Tirrz VI—Armep Services Hovsine 


Section 601.—(a) Amends section 803(a) of the National Housing 
Act to extend the military housing program (secs. 803 and 809) for 1 
year, until June 30, 1960. 

(b) Amends section 803(b) to increase from 25 to 30 years the 
maximum maturity of mortgages insured under this section. 

(c) Amends section 803(b) of the National Housing Act to per- 
mit the Commissioner to include the cost of nondwelling facilities as 
a part of the mortgage security, adequate to serve the occupants of 
military housing. 

(d gy Resse section 803(c) of the National Housing Act to permit 
the Commissioner to reduce insurance premiums below one-half of 1 

recent per annum with respect to Wherry projects acquired by the 
Sontey of Defense. 

Defense housing for impacted areas 

Section 602.—(a) Amends title VIII of the National Housing Act 
by adding a new section 810 to authorize the FHA Commissioner to 
insure mortgages on single-family and multifamily projects (not to 
exceed 3,000 units), the need for which is certified by the Secretary 
of Defense. Insurance would be on an “acceptable risk” rather than 
an “economic soundness” basis. The projects would be held for rental 
for a Reged of not less than 5 years unless released by the military for 
sale. Priority in rental or sale is given to military personnel and es- 
sential civilian personnel of the armed services as evidenced by certi- 
fication issued by the Secretary of Defense. 

(b) Amends section 808 of the National Housing Act to make 
applicable the provisions of section 227 of the National Housing Act 
(cost certification). 

(c) Amends section 212(a) of the National Housing Act to make 
applicable the prevailing wage requirements of the Davis-Bacon Act. 

d) Amends section 305(f) of the National Housing Act to make 
section 810 mortgages eligible for purchase by the Federal National 
Mortgage Association under its special assistance function. 
Acquisition of rental housing projects 

Section 603.—(a) and (b) Amend sections 404(a) and (b) of the 
Housing Amendments of 1955 to permit the Secretary of Defense to 
acquire FHA section 207 rental projects, if completed prior to July 1, 
1952, and certified by the Department of Defense as necessary for 
military housing purposes, and to make the acquisition of such projects 





74 HOUSENG ACT OF 1959 


mandatory if section 803 housing is constructed in the area of the FHA 
section 207 projects. 

(c) Amends section 407(f) of the act entitled “An act to authorize 
certain construction at military installations, and for other purposes,” 
approved August 30, 1957, in order to exempt FHA section 207 rental 
pons covered by this section from being declared “substandard” 

cause the units in such projects do not meet minimum floor area 
prescribed for other military housing. 


Tire VII—Miscec.Lanegous 
FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Section 701.—(a) Amends section 302(b) of the National Housing 
Act. to increase from $15,000 to $20,000 the dollar limit for mortgages 
purchased under the Federal National Mortgage Association’s sec- 
ondary market operations. Also permits FNMA to purchase mort- 
gages insured by FHA under section 220 of the National Housing Act 
in principal amounts as insured by FHA. 

( b) Amends section 305(b) of the National Housing Act to extend 
for 2 years (until August 7, 1960) the requirement that the Federal 
National Mortgage Association purchase mortgages under its special 
assistance functions at par. 

(c) Amends section 306 of the National Housing Act in order to 
permit the Federal National Mortgage Association to assume the 
ownership, servicing, and sale of certain mortgages and other obliga- 
tions acquired, or to be acquired, by the PHA in connection with the 
liquidation of various housing projects. 

(d) Amends sections 304(b), 306(b), and 310 of the National Hous- 
ing Act in order to permit the Federal National Mortgage Association 
to invest its excess funds in Federal intermediate credit bank deben- 
tures, Fedreal home loan bank notes, Federal land bank bonds, and 
banks for cooperatives debentures. 


FARM HOUSING RESEARCH 


Section 702.—(a) Amends section 603(c) of the Housing Act of 1957 
to extend the farm housing research program for a period of 3 years, 
beginning July 1, 1959, and authorizes an annual appropriation of 
$75,000. 

(b) Directs the HHFA Administrator to study the housing needs 
of migratory farmworkers. 


SURVEYS OF PUBLIC WORKS PLANNING 


Section 703.—Amends section 702 of the Housing Act of 1954 by 
adding a new subsection (f) to authorize the Administrator to use, 
in any one fiscal year, up to $50,000 of the revolving fund to con- 
duct surveys of the status and current volume of State and local 
public works planning and surveys of estimated requirements for 
State and local public works. 
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SERVICEMEN’S READJUSTMENT ACT OF 1944 


Section 704.—(a) Amends section 1802(d) of title 38, United States 
Code to permit the VA to expand the existing class of “supervised 
lenders” to include a new category of mortgage lenders. A “super- 
vised lender” is entitled to make a VA loan without prior approval 
by the VA. The new category would consist of Vapieoted mort- 

” under the certified agency program of the FHA. The in- 
clusion of the new category would not be automatic; each applicant 
must be acceptable to the VA. 

(b) Amends section 803(c) of title 38, United States Code to in- 
crease the statutory maximum interest rate on VA-guaranteed and 
direct home loans from 434 percent to 514 percent. 

(c) Amends sections 504(c¢) and 514 of the Servicemen’s Readjust- 
ment Act of 1944 to authorize the Administrator of Veterans’ Af- 
fairs to prohibit builders and lenders from participating in the VA 
home loan programs, if such builders or lenders have Cee from 
the benefits of the National Housing Act by the Federal Housing 
Commissioner. 

(d) Amends section 513(d) of the Servicemen’s Readjustment Act 
of 1944 to provide an additional $300 million for the VA direct home 
loan program. 

Consolidation of Lanham Act and other low-rent projects 
Section 705.—Amends section 606 of the act entitled “An act to ex- 


pedite the provisions of housing in connection with national defense 
and for other purposes,” approved October 14, 1950, to permit the 


commingling of Lanham Act and low-rent project funds and the 
use of all residual receipts for reduction of any Federal annual con- 
tributions contract under the consolidated contract. 


DISPOSAL OF PROJECTS 


Section 706.—(a) Amends section 607 of the act of October 14, 1940 
(Lanham Act), to authorize the PHA Commissioner to modify the 
terms of any contract relating to any housing projects disposed of by 
him to cooperatives. 

(b) Amends section 406(c) of the Housing Act of 1956 to extend 
until January 31, 1961, the time in which military personnel may 
continue to occupy war housing projects PA-36011 and PA-36012 
(Passayunk) which are presently owned by the Housing Authority 
of Philadelphia, Pa. 

(c) Amends sections 12(c) and 13(e) of the United States Housing 
Act of 1937 to permit the PHA to sell three PWA low-rent projects to 
other than a local public agency. 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Section 707.—Amends section 610 of the Housing Act of 1954 to ex- 
tend the voluntary home mortgage credit program for 2 years, until 
July 31, 1961. 

Planning scholarships and fellowships 


Section 708.—Authorizes $500,000 annually for a 3-year period to be 
used by the HHFA Administrator to provide scholarships and fel- 
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lowships in public and private nonprofit institutions of higher educa- 
tion for the graduate training of professional city planning and hous- 
ing technicians and specialists. 
Home Owner’s Loan Act of 1933 

Section 709.—Amends section 5(c) of the Home Owner’s Loan Act 
of 1944, as amended, to permit an insured savings and loan association 
to invest an amount not exceeding at any one time 5 percent of its 
withdrawable accounts in loans to finance the acquisition and devel- 
opment of land for primarily residential usage. 
Hospital construction 

Section 710.—Revives and extends until June 30, 1960, the authority 
of the Housing Administrator to make hospital construction loans 
or grants or othe payments under the Defense Housing and Commu- 
nity Facilities and Services Act of 1951, in cases where loans, grants, or 
payments were denied solely because of the availability of funds for 
the fiscal year 1959. 


CORDON RULE 


In the opinion of the committee, it is necessary to dispense with the 
requirements of subsection 4 of rule XXTX of the Standing Rules of 
the Senate in order to expedite the business of the Senate in connection 
with this report. 





INDIVIDUAL VIEWS OF MR. CLARK, MR. DOUGLAS, MR. 
JAVITS, AND MR. PROXIMIRE 


The committee has approved a bill which, in many ways, will help 
stimulate home construction and improve the housing standards of 
the American people. 

In one major respect, however, it falls seriously short. The level 
of authorization for the urban renewal program is so limited that, if 
the bill is passed without amendment, it will foree drastic curtailment 
and postponement of urban renewal projects now contemplated, pre- 
clude the entrance of new cities into the program, and thus dim the 
bright hopes which urban renewal has held out for better living in 
America’s cities. 

Title I of the Housing Act of 1949, which authorized urban re- 
newal, was the culmination of a decade of effort to develop a prac- 
tical means by which our cities could cleanse themselves of their 
spreading areas of slum and blight. That act recognized that slums, 
with their accompanying manifold social evils and economic loss, 
pose a problem that is national as well as local, and a problem of such 
magnitude that only through a cooperative national-local effort could 
an effective solution be found. 

Under the program, the cities select the areas to be cleared, assemble 

the land, relocate the families living on the site, and sell the land to 

developers for new uses—each step subject to Federal approval. The 
cost of the project—that is, the difference between the cost of the 
cleared land and its sale value to the new user—is shared by the Fed- 
eral Government and the city. The Federal share is two-thirds of 
the total and city’s one-third (although the committee received testi- 
mony that the cities frequently contribute as much as one-half of the 
total cost). 

In the 10 years since passage of the Housing Act of 1949, urban re- 
newal has been steadily gaining momentum. It has become the most 
important single Federal program directly asisting the cities where 65 
percent of the American people live. By now, nearly 400 cities are 
participating, and the number has been increasing recently at the rate 
of about 100 cities a year. Participating communities are located in 
40 States, and enabling legislation 1s pending in some of the remain- 
ing 9 States. The largest cities were the first to get underway, but 
by now fully one-third of the projects are in cities under 25,000 popu- 
lation. As the program proceeds, more and more smaller cities un- 
doubtedly will be taking part. 

Witnesses before the committee testified that urban renewal projects 
have stimulated private investment in amounts several times as great 
as the total public investment. Mayor Lee of New Haven reported 
one project in which a Federal grant of $3 million had made possible 
a $50 million total investment. This additional private activity gen- 
erates both Federal and local tax receipts which over a period of 
years will, in many cases, more than offset the public expenditures. 
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THE 1958 CUTBACK IN URBAN RENEWAL 


In the Housing Act of 1949, and subsequent acts, $1.35 billion was 
authorized for the Federal share of the urban renewal program. This 
was sufficient to cover the Federal share of all projects approved dur- 
ing the 9 years from the passage of the original act until 1958. Cities 
were thus given full encouragement by the Federal Government to 
organize for the task, rally community support, prepare their plans, 
and file their applications. 

By last year, however, almost all of the authorized funds had been 
committed. When S. 4035, which contained additional obligational 
authority, failed of passage in the House of Representatives, the Urban 
Renewal Administration found itself with only $154 million on hand 
and a backlog of $382 million in applications already filed, with addi- 
tional applications coming in at the rate of $40 million a month. The 
Administration was therefore forced to institute a “rationing” of the 
funds available, based upon population. 

The result of the application of the “rationing” formula was to place 
the urban renewal program ona wholly new basis. Whereas in the past 
a community could draw the boundaries of an urban renewal project 
around a slum area and plan the renewal of the area as a whole with 
assurance that Federal funds would be available, under the “rationing” 
formula it is restricted toa preset ceiling. Thus, cities are forced either 
to suspend their plans, slow them down toa “snail’s pace,” or scale them 
down to a smaller area—which may destroy the logic of the original 
planning, prevent the execution of truly bold reconstruction schemes, 
and permit only isolated patches of renewal within larger slum areas 
that should all be cleared. 

The effects of the “rationing” formula upon individual cities with 
applications pending on September 8, 1958, are shown in the table 
appended to this report. the table shows, many municipalities 
were forced to scale down their pending projects to less than one-third 
of their original plans. Communities so affected include Little Rock, 
Ark.; Fairbanks and Juneau, Alaska; Santa Clara and Stockton, 
Calif.; Bridgeport and Norwalk, Conn.; Waterloo, Iowa; Cambridge, 
Mass.; Highland Park, Mich.; St. Louis, Mo.; Orange and Trenton, 
N.J.; Buffalo, Peekskill, and White Plains, N.Y.; Cincinnati, Ohio; 
Harrisburg, Lancaster, McKeesport, Philadelphia, Pittsburgh, and 
Susquehana Township, Pa.; Dyersburg, Tenn.; Waco, Tex.; and Mil- 
waukee, Wis. Many other cities were forced to cut their projects by 
more than half. 

Mayors and other municipal officials who appeared before the com- 
mittee were unanimous in deploring the damage done to their renewal 
plans by the “rationing” formula.. These spokesmen included Mayor 
Celebrezze, of Cleveland; Mayor Poulson, of Los Angeles; Mayor Lee, 
of New Haven; Mayor Dilworth, of Philadelphia; Mayor Miriani, of 
Detroit; and Mayor Sedita, of Buffalo. They presented the views of 
the American Municipal Association and the U.S. Conference of 
Mayors, which, together, represent over 13,000 local governments 
throughout the United States. 

In addition, statements were submitted by Mayor Arruda, of Fall 
River, Mass.; Mayor Doyle, of Ansonia, Conn.; Governor Lawrence, 
of Pennsylvania (former mayor of Pittsburgh) ; Comptroller Levitt, 
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of New York State; Mayor Maxwell, of Tulsa, Okla.; Mayor Resnic, 
of Holyoke, Mass. ; Mayor Rishell, of Oakland, Calif.; Mayor Wagner, 
of New York City; and Governor Williams, of Michigan. 

Mayor Celebrezze presented the statement of policy adopted by the 
American Municipal Association at its convention in December : 


- OB 


We protest the establishment of a rationing formula which 
puts all municipalities on a starvation diet for new capital 
grant reservations and we urge the Congress to write into law 
a requirement that capital grant reservations are to be made 
available to municipalities on the basis of applications made 
and indicated willingness to put up the local one-third share 
of net project cost. 

We object vigorously to the administrative orders issued by 
the Urban Renewal Administration which destroy the con- 
cept of local plans locally arrived at and which require the 
cutting back of project plans in the interest of economy to the 
point that they offer no assurance that blight will in fact be 
eliminated. We urge the Congress to state emphatically that 
the responsibility for devising workable urban renewal proj, 
ects is a local responsibility not to be hamstrung by Federal 
administrative regulations. 


We had filed our applications totaling $18,200,000 for the 
waterfront and Masten Park projects in reliance upon the es- 
tablished policy that such applications would be honored in 
order of their receipt subject to the availability of funds. 
Nevertheless, we maa other cities were suddenly confronted 
last August—without prior consultation—with a rigid ration- 
ing formula which would satisfy only a minor fraction of our 
most pressing requirements. In the case of Buffalo, this 
formula limits the earmarking of Federal capital grant 
funds for our city to $2,570,000 per fiscal year. Consequently, 
we have been forced to shelve our urgently needed waterfront 
project, which offers the best hope for revival of the central 
section of our city and for expansion of our real estate tax 
base. And we are able to proceed with planning for our 
Masten Park project only by accepting a reduction to capital 
grant earmarking from $7 million to $2,570,000. 

I judge from a reading of the President’s budget message, 
that the administration intends to continue this permanent 
rationing formula unless Congress legislates to the contrary. 
Thus, we are confronted by a rigid restriction on funds which 
in Buffalo would transform a feasible 10- to 12-year program 
for the clearance of our slums and the rejuvenation of our city 
into a 35- to 40-year program, and I am confident that the 
members of this committee will recognize that if we are re- 
stricted to this snail’s pace in redevelopment and renewal, 
our problems will have multiplied long before the end of any 
35- to 40-year period. Indeed, there is the real danger that 
the present policy will completely eliminate the possibility of 
future large-scale renewal projects. 


Mayor Sedita described the effects of rationing upon the plans of 
his city of Buffalo as follows: 
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All of these witnesses (except Mayors Maxwell and Rishell, who 
did not specify a figure, and Mayor Resnic, who endorsed S. 57), 
urged an annual authorization of $600 million for the next 10 years. 
They were supported in this stand by the National Association of 
Housing and Redevelopment officials, the National Housing Con- 
ference, the American Institute of Planners, the AFL-CIO, and 
others. 

In response to this testimony, the committee agreed to an expression 
in its report that “rationing” is undesirable. Yet it seems clear that 
unless the funds authorized m the bill are increased, either “rationing” 
must be continued or whole projects—including those of cities seeking 
to enter the program for the first time—must be abandoned or put on 
the shelf until funds are available. 


THE INADEQUACY OF THE PROPOSED AUTHORIZATION 


The committee bill authorizes $350 million a year for 6 years, begin- 
ning with the current fiscal year. It also provides that the President 
may increase the amount available in any one year by $150 million, 
within the total new authorization of $2.1 billion. However, in view 
of the administration’s proposal for a program level of $250 million a 

ear, it seems unlikely that the discretionary authority would be used. 
herefore, for practical purposes, the amount which the committee bill 
actually makes available is only $350 million. 

By June 30, 1960, therefore, $700 million will be made svailrble 
under the committee bill. However, the total of approved applica- 
tions during that period will amount to around $1.1 billion, calculated 
as follows: 


Applications on hand, July 1, 1958_._-.....-..-...--2 2 iL $334, 000, 000 
Received, July 1 to Dec. 31, 1968.~....u..-... 4.2. 1-2-5 249, 000, 000 
dh hile bk sntttikinkeitciskh ntciatenkaatnb «hike dain ebb lasik ced chdbeicdily-tenesioed 583, 000, 000 

Less applications granted July 1 to Dee. 31__.-_-__-_____________ 179, 000, 000 
* 404, 000, 000 

Projected additional applications Jan. 1, 1959-June 30, 1960____- ? 720, 000, 000 
IE I sail nase nck cnet ae nee ee LS 1, 124, 000, 000 


1The Urban Renewal Administration lists $219,000,000 of this total as “rejected or 
withdrawn,” but presumably these projects are being revised as a result of rationing and 
hence should be included in any measure of need. 

2 New applications are projected at the rate of $40,000,000 a month. Urban Renewal 
Administrator Steiner testified that this was the rate of net new applications (less rejects 
and withdrawals) at the time rationing was imposed. Mr. Steiner also testified that the 
rate was increasing, which if taken into account would increase the $1.1 billion total. 


Thus, we are faced with the prospect, under the committee bill, of 
arriving at June 30, 1960, with a backlog of $400 million in applica- 
tions, or more than the entire amount that will be made available dur- 
ing the following fiscal year. Projects submitted thereafter must lie 
on the shelf for a year before funds will be available. And the time 
period will steadily lengthen, because the rate of $480 million a year 
In new applications—which: experience indicates will increase—will 
exceed the rate of $350 million a year at which new funds become 
available. 

It is our view that the progress of urban renewal should not be 
thus retarded. Short of a showing of great necessity, which we believe 
has not been made, slums that can be cleared in 10 years should not 
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be suffered 20 or 30 years into the future. The factor of cost is a 
critical one, too, with costs of land rising fast; the way to get the 
most for the money is by expeditious action. Nor should the concept 
of the comprehensive approach to planning be destroyed. The Fed- 
eral Government in the Housing Act of 1954 called upon the cities to 
develop “workable programs.” When they have done so, and are 
ready to pay their share, the Federal Government should be prepared 
to keep its share of the bargain. Communities that have been en- 
couraged should not now be discouraged. 

The scope of the total urban renewal problem should be measured 
and a long-range plan developed that would point the way to the 
solution of the problem within one generation. There is need for a 
firm, continuing commitment of the Federal Government to urban 
renewal like the Federal commitment to the Interstate Highway 
System, so that communities can proceed bodily and with confidence. 
In the meantime, to assure that momentum is not lost, authorization of 
up to $600 million a year for the next several years appears wholly 
commensurate with the need and with the importance of the objective. 

Accordingly, we supported in committee an amendment, which was 
defeated 9 to 6, to raise the authorization to $450 million a year for 
4 years, with a proviso that the amount would be increased automati- 
cally to $600 million in any year, within the $1.8 billion total, if proj- 
ects exceeding the $450 million allocation and worthy of approval were 
submitted. The $1.8 billion in our amendment was actually $300 mil- 
lion less than the $2.1 billion in the committee bill, but it would be 
available sooner. It would thus permit urban renewal to go full speed 
ahead at this time when so many cities are just beginning to get their 
programs underway. 

It should be noted that the budget for the next fiscal year and the 
year after that will not be affected at all, since the iiterval between 
the authorization and the expenditure is normally 3 to 7 years. 

The national interest in clearing our urban slums is as great now 
as when the Housing Act of 1949 was passed. The urban renewal 
title of the ling bill does not measure up to that national interest. 

It should mae to measure up before it is approved. 

Senator Josern S. CiarK. 
Senator Paut H. Dovenas. 
Senator Jacos K. Javrrs. 
Senator Wituiam Proxmire. 
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Title I capital grant contract authorization—Approval actions Sept. 8—Dec. 31, 1958, 
for localities with applications pending Sept. 5, 1958 


“oo ions 


State and locality ; 1 4 
.5,1 


$381, 877, 421 


3, 633, 000 
150, 000 3 443, 424 
370, 167 3 532, 479 
2, 066, 000 3 726, 816 


3 407, 676 
3 407, 676 
#1, 415, 306 


3 317, 991 
4 1, 361, 576 
3 353, 919 


3 496, 911 
2 496, 911 
4 1, 253, 216 
3 585. 696 


s 


Arkansas: 
Junction City 
Little Rock 

tam 


Ra 828 
$ 3§ 2 


pp NP ae 
EBSieRFS 
SSeNEIRSS 


: 


Sunnyvale 
Neh aichla in narjentenatdanaih bemivectiivematiauadlinkn tebisied 


Colorado, Denver 
Connecticut: 


g 


- 


R328 
Ze 


—_— 
— 
_ 
—_ 


: 
g 


3 638, 751 
3 335, 964 
41, 956, 314 
3 691, 644 
4 2, 006, 624 
3 1, 160, 391 
Windsor 644, 632 4 514, 704 
District of Columbia, Washington 2, 982, 388 


Georgia: 
3 496, 911 


Bs 
a8 


Bridgeport 
Danbury 
INOUE MON ok pdddlidbiaddubbbbadidawe dddducdclineliscsoes 


s 
BES 
BES 


8 


BERSS fF: 


seuss 2 


RE 
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8 


x 
x 


5888 aSzes 


Rock Island - 
Springfield 
Indiana: 


. 


_ 
moe 


ESE5 2835 


Iowa, Waterloo 
Maine, Portland 
Maryland, Baltimore 
Massachusetts: 


£283 8883 
38882 BeSFSs 


© 


its dS ere intone nas niniitonin soe. otebiemaaiea tian ties a 


Fitchburg 
Lowell 


Michigan: 


Grand Rapids 
Highland Park 
Muskegon 
Port Huron 


gea5e2 § 


sinaue 
suNESE 


172, 077 
Ypsilanti 1, 114, 560 


See footnotes at end of table, 
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Title I capital grant contract authorization—A pproval actions Sept. 8—Dec. 31, 1958, 
for localities with applications pending Sept. 5, 1958—-Continued 


Approval 
Applications Formula actions 
State and locality pending limit Sept. 8- 
Sept. 5, 1958 ! Dec. 31, 
1958 


$384, 000 
1,686, 950 


2, 740, 137 
687, 134 


New Jersey: 
Atlantic City 
East Orange 
Hackens: 
Jersey City 
—— 


Union City 

Wayne Township 
New York: 

Binghamton 


Hastings on Hudson 
Middletown 


North Carolina: 
Charlotte 
Fayetteville 


Cincinnati 
I i Satis cesar merit helen eased aaercal 


on: 


Portland 
Springfield 

Pennsylvania: 1h jie 

3 532, oe 

Farrell Ne 3 550, 
Harrisburg ‘4 1, 231, 400 
Lancaster... 943, 424 
McKeesport. . 
Rs nes: atleast 
Philadelphia 
Pittsburgh 
Pittston 


Susquehanna Township 

Swatara Township 

York 
Rhode Island: Providence 
South Carolina: Spartanburg 
Tennessee: 

Clarksville 

Deane 


See footnotes at end of table. 
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Title I capital grant contract authorization—Approval actions Sept. 8—Dec. 31, 1958, 
for localities with applications pending Sept. 5, 1958—Continued 


| Approval 
Applications| Formula | actions 
State and locality pending limit Sept. 8- 
Sept. 5, 1958 ! | Dee. 31, 
j | re 1958 2 





Texas: | 


Crystal City... --. ; 3 $425, 559 | - 196 
Los Fresnos_-._- ey a ae ties r 3317, 991 |... : 
Mercedes - ites 3 479, 100 | 445, 478 
San Antonio pp ea eae sabaiet | 3, 685, 021 2, 048, 608 1, 997, 135 
kk acl Le | 3, 926, 643 +1, 176, 650 | 1, 164, 480 
Wink_._. id ig alk uch ae 3 335; 964: | 335, 793 
Vermont: Burlington __- Mi caane RRsat 3 884, 199 600, 000 
Virginia: | i 
Charlottesville _- ee i siiiibiomareismeie , 056, 3 761, 916 761, 916 
South Norfolk - - - aw tie tainted 3 479, 100 | 479, 100 
Washington: | 
f 4 1, 803, 584 | 1, 057, 500 
Vancouver _- s:cdcllingraabiahebdctataeataleliniiaaade 3 1,040, 124 | 1, 040, 124 
West Virginia: Wheeling -- d 4 887,114 | § 575, 371 
Wisconsin: Milwaukee - .- i 5 2, 704, 693 | 12 13, 400, 000 


Puerto Rico Son nine eliadion 4,619,000 | 135,891, 300 








! Amounts shown under ‘‘Applications — - include all applications (both for new projects and for 
increases in existing projects) pending on Sept. 5. For many cities, more than 1 application was pending 
on Sept. 5. 

2? Amounts shown under ‘“‘Approval actions” include all amounts approved for the cities with applications 


pending on Sept. 5. Excluded are amounts approved after Sept. 5 for cities with no applications pending 
on Sept. 5. 


3 Limit for 3 years. 

4 Limit-for 2 years. 

5 Represents amounts approved as increases in existing project(s), including amounts approved under 
applications received after Sept. 5. 
oat Reflects transfer of reservations made prior to fiscal year 1959 between projects, as agreed in fiscal year 


7 Reflects (a) transfer of reservation of $709,022 made prior to fiscal year 1959 to general neighborhood 
renewal planning operation approved for the same area, plus (6) increase of $1,636,978 in the reservation, 
subject to formula limit. 

8 New York City had been subject to a limitation of not to exceed 10 percent of available authorization for 
- _ to beginning of fiscal year and was therefore entitled to have applications up to this amount con- 
sidered. 

® Represents revision in amount of reservation requested originally in survey and planning application 
pending on Sept. 5. 

10 Reflects transfer of reservation made prior to fiscal year 1959 for existing general ere renewal 
planning operation to urban renewal project approved for planning in the neighborhood are 

! Reflects actual amount of reservation requested in application pending on Sept. 5. henent of $16,384 
shown under ‘“‘Applications pending” reflects a reporting error. 

12 Reflects transfer of reservation made prior to fiscal year 1959 for existing urban renewal project to general 
neighborhood renewal planning operation approved for the same area. 

18 Reflects (a) transfer of reservations made prior to fiscal year 1959 in amount of $1,304,000 between proj- 
sot, - ~"y in fiscal year 1958, plus (6) new reservations approved in the amount of $4, 587,300 subject to 
ormula limit 


Source: Housing and Home Finance Agency, Urban Renewal Administration. 





INDIVIDUAL VIEWS OF MR. BENNETT 


No one can question the need for sound legislation in the field of 
housing. But the proposed Housing Act of 1959, as amended and 
reported by the committee, goes beyond the realm of soundness in 
a number of key provisions. 

The proposed bill would authorize the expenditure by the Federal 
Government of $2.925 billion. This is $1.275 billion more than the 
amount requested in the administration’s budget—a request which 
was made after carefully weighing the Nation’s housing needs 
against the need for a balanced budget. 


A DEFICIT-CREATING BILL 


The increased burden on the budget for fiscal year 1960 resulting 
from adoption of 8. 57 rather than the administration bill has been 
estimated at between 230 and 344 million dollars. This would more 
than eat up the projected $70 million surplus for next year, and 
would start us on the road to a deficit which the President has so 
correctly renounced. 

An overriding national concern now and during the years ahead 
is the battle against inflation. That battle cannot be won if we 
pour unneeded billions into programs whose benefits will be partially 
offset by a resultant decrease in the value of the dollar. 

Except for the need for the emergency legislation to continue three 
existing programs, as recommended by the administration, this is 
not a period of crisis for housing. Thus there would appear to be 
little justification for the remarkably rapid manner in which the 
wide-ranging housing bill has been pushed through the committee 
and onto the floor of the Senate. At the beginning of this session 
of Congress, we devoted several days of discussion to the concept 
that the Senate is a deliberative body. Indeed, the Senate ultimately 
voted 77-20 in favor of this great concept. Now, a few weeks later, 
the housing bill is being rushed to the floor and Members of the 
Senate are told that they will be faced with night sessions until the 
bill is speeded on to the House. 

The housing bill has been hurried through committee in less than 
2 weeks total time, including hearings and markup of the bill. This 
must be a record. No doubt the Senate leadership will point with 
pride to such speed. However, the goal of the Senate should be more 
the formulation of sound housing legislation and less the setting of 
new speed records. 

There are several provisions of the reported bill which are unsound 
and demand further study. The Senate should avoid precipitate 
action and adopt the provisions of Senate Joint Resolution 65, which 
would meet all urgent needs in the FHA mortgage insurance program, 
the urban renewal program, and the college housing program. Such 
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a step would permit the deliberation and careful study which should 
be given to the several objectionable provisions contained in §8. 57, 


URBAN RENEWAL 


Amount of Federal grants authorized 


First among the provisions which require more careful analysis is 
that dealing with urban renewal. 

Approximately three-fourths of the funds authorized by the bill 
are found in the proposed 6-year program of $2.1 billion in Federal 
grants for urban renewal. These funds could be committed at the 
rate of $350 million a year, with discretionary authority to increase 
this amount each year by an additional $150 million. The net effect 
of this discretionary authority is to commit the Federal Government 
to a $500 million a year program for urban renewal. Once this 
annual rate is established as a standard, it is doubtful that the Con- 
gress would be able to resist the pressure of those groups now advo- 
cating a larger program. 

In contrast, the administration, recognizing the pressing demands 
upon the Treasury as well as what the States and local communities 
can effectively handle, recommended a more realistic program of 
$1.45 billion over the next 6 years (including $100 million for the 
current fiscal year). 


No reduction in Federal share 


The committee also rejected the recommendation for a gradual reduc- 
tion of the Federal share of the cost of the urban renewal projects 
and an increase in the grants by the State and local governments. 
Under existing law, the Federal Government pays two-thirds of the 


net project cost, and the locality must provide the other third in the 
form of cash or noncash grants-in-aid, such as land donation and the 
construction of public facilities. The administration proposed that 
the Federal Government’s share be reduced to 60 percent on July 1, 
1960; 55 percent on July 1, 1961; and 50 percent on July 1, 1962, with 
the local share being increased accordingly up to a matching 50 
percent. 
This proposal would permit the Federal grants to be spread amo 

a larger number of projects in a larger number of cities than woul 
be possible under the present formula. It would produce greater 
participation and responsibility on the part of the States and local 
communities by requiring them to bear a larger share of the financial 
burden of projects having primary local benefit. No one knows the 
total amount that will be necessary to eliminate all the slums in our 
cities, but it obviously would be a staggering sum and will necessitate 
greater financial participation by the State and local governments. 
It is not unreasonable for the local communities to share equally in 
the cost, because these urban renewal projects result in direct financial 
benefits to these communities. Cities receive an increased tax base of 
great and immediate financial value. In the long run, many cities 
may receive sufficient increased taxes as a result of redevelopment and 
improvement in urban renewal areas to repay all of their contribution. 

t a time when the Federal Government is faced with large deficits, 
the administration has proposed a reasonable approach to our urban 
renewal problems. 
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PUBLIC HOUSING 


There are two aspects of the public housing section of the bill which 
are most unfortunate. 


Middle income housing with local control 


The bill contains a serious contradiction in policy on public housing. 
The committee properly rejected language in S. 57 which would have 
vested responsibility in local authorities for the preparation of 
budgets and in the auditing of accounts. But then the committee 
added a specific provision removing the Public Housing Administra- 
tor’s power of prior approval on rental schedules and income limita- 
tions. (This provision would provide for Federal statutory ceilings, 
but would permit local determination of the rents and income limita- 
tions.) This, coupled with the unfortunate provision which would 
pent overincome tenants to occupy their units indefinitely, could 
ead to abuses not in keeping with the philosophy of low-rent housing 
for low-income families. 

But the bill takes a further step in the direction of moving from 
aid to the low-income group toward a middle-income program by 
liberalizing the statutory formula for computing income limitations 
for admission and continued occupancy. The net result of these 
provisions would permit local housing agencies that so desire to sub- 
stantially convert this program into a federally subsidized middle- 
income program, competitive with private enterprise. I am opposed 
to these actions. 


Number of units 
With regard to the authorization of additional public housing units, 


the President’s recommendation, calling for no new authorizations for 
public units during the next fiscal year, has been interpreted by some 
as meaning a complete stopping of the public housing program. This 
misinterpretation by some members of the committee, and others, 
apparently gave inspiration to the demand for the tremendous au- 
thorizations we find in the bill—35,000 new units, plus the extension 
of an estimated 6,000 units which will expire July 1 of this year, plus 
the reviving of 10,000 units which had expired under the 1956 act. 
This would mean a total of 51,000 new units. As I review the facts 
on the statutes of the public housing program, I see absolutely no need 
for this authorization. In the first place, there were not sufficient 
bona fide applications to use up the 10,000 units referred to above, 
which were sfowed to expire under the 1956 act. If the demand were 
there, these units would have been used. 

Secondly, at the present time there are approximately 30,000 public 
housing units authorized, but not yet under contract. Until these, 
plus the 81,769 (as of January 1, 1959) under contract, but not yet 
started, are absorbed, it would be superfluous to authorize additional 
units. Rather, as indicated earlier, we should make a more careful 
study of our needs, and then gear our legislation accordingly. 

So rather than meeting a demonstrated need, such an authorization 
is merely another step down the road to massive Federal intervention 
and inflation. 

It should be noted that the authorizations for public housing are 
not included in the $2.925 billion total cost noted above. 
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COLLEGE HOUSING 


I am opposed to the $400 million increased authorization for college 
housing loans, together with the direct loan authorization of $125 
million for classroom and related facilities. It would have been more 
appropriate to grant the $200 million requested by the administration, 
including the $25 million for “other educational facilities” and al- 
lowed time to consider the proposals for college housing and other 
facilities which the administration expects to make at a later date. 
To authorize this major program without considering the complex 
effects on overall Federal policy toward education is a hasty and 
unwarranted action. 


DIRECT TREASURY PIPELINE 


One important objection to the committee bill is the fact that the 
$525 million to be spent during the present fiscal year for college hous- 
ing and the $300 million authorized for direct VA loans represent a 
“direct pipeline” to the Treasury. This bypassing of the regular ap- 
propriations process is an invasion of the prerogative of the Appro- 
priations Committee. 


OTHER OBJECTIONABLE PROVISIONS 


In addition to these major provisions, there are several other aspects 
of the bill which deserve more careful study than the quick committee 
work permitted. 


FNMA special assistance 
The bill reinstitutes for 2 years the par purchase requirement for 


FNMA special assistance. This is a mistake. The program is pres- 
ently operating satisfactorily and the par purchase requirement would 
unnecessarily substitute Government financing for private financing. 
FHA acquisition of defaulted mortgages 

Another objectionable feature of the bill uires the FHA to 
acquire defaulted home mortgages in return for debentures. This is 
unnecessary for the protection of mortgagors’ interests in event of de- 
fault and would result in the dumping of mortgages on the Federal 


Government in these cases, with added administrative burdens and 
expenditures. 


Retroactive urban renewal authorizations 


And finally the bill will allow a retroactive credit for local urban 
renewal improvements completed up to 5 years prior to a loan and 
grant contract. These would count toward the local share of one- 
third of the net project cost. This provision would result in major 
windfalls to local communities. It would extend grant-in-aid credit 
to projects which were built without regard to the urban renewal 
objectives. It should be amended to confine such eligibility (as in the 
administration bill) to projects located in an area which has been 
planned under the community renewal plan authority. 


ee a a ae ae 
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FAVORABLE ASPECTS OF THE BILL 


The bill does make some improvements in housing legislation. The 
increase in the FHA general mortgage insurance authorization to $5 
billion in the present and the next fiscal year is a step in the right 
direction. However, a higher ceiling, or a removal of the limitation 
would be better. This is a self-supporting program which involves 
absolutely no drain on the Treasury, and represents a healthy type of 
Government-private enterprise cooperation. This is a program com- 
pletely in keeping with a philosophy of free enterprise with Govern- 
ment.cooperation. 

The interest-rate ceilings on regular rental housing, cooperatives, 
and military housing are raised in the present bill to make ‘eons com- 
petitive in the open market. This is a proper move. Though there 
will be a theoretical ceiling of 5 percent for each of the programs, 
the actual ceilings will be raised to 6 percent on sales-type cooperatives 
and 514 percent on regular rental ieee management-type coop- 
eratives, and military housing. This will enable these programs to 
compete for funds without the need for special assistance expenditures 
by the Federal Government. 

The increase in the dollar limit for mortgages purchased under the 
FNMA secondary market operations to $20,000, and giving the asso- 
ciation discretion in fixing purchase prices, fees, and charges are good 
provisions. 

There are many other desirable features of this bill. However, it 
is my view that the major errors in the sections I have noted above 
make the bill in its present form unacceptable. 

Therefore, I recommend the adoption of Joint Resolution 65 to 
meet the urgent needs, and defer S. 57 for more careful deliberation. 


(Signed) Watxace F. Bennett, 
US. Senator, Utah. 


O 
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Mr. Pastors, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


INTRODUCTION 


The investigation of the problems of the domestic textile industry 
was conducted pursuant to Senate Resolution 287, 85th Congress, 
2d session. The resolution authorized the subcommittee 


to conduct a full and complete study of all factors affecting 
commerce and production in the textile industry of the 
United States, including but not limited to (a) the extent, 
nature, and causes of the decline in interstate and foreign 
commerce in textile mill products; (b) the decline in employ- 
ment in the textile industry; (c) the effects of policies and 
programs of the Federal Government on the industry; and 
(d) the impact of commercial policies of other nations on the 
industry. 
Metuop or INVESTIGATION 


The investigation consisted of @ series of hearings held by the 
subcommittee. The first hearings were held in Washington, D.C 

on July 8-10, 1958. Invited witnesses representing textile trade 
associations, trade union leaders, individual mill managements 
representatives of the textile machinery industry, and others interes 

in the broad problems of the textile industry testified before the 
subcommittee. Subsequently, field hearings were held at Providence, 
R.I.; Hartford, Conn.; Concord, N.H.; Clemson, 8.C.; Charlotte, 
N.C., and New York City. At these hearings further testimony was 
offered by representatives of labor and industry, individual workers, 
and representatives of various textile importing and exporting groups. 
The investigation was concluded with a final bearing, held again at 
Washington, D.C., on December 2, 1958, to which representatives of 
various government agencies were invited. Altogether, over 200 
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witnesses appeared before the subcommittee during the period 
extending from July 8 to December 2, 1958. 

At the initial Washington hearings, and during the field hearings, 
numerous witnesses had testified that various Government policies— 
and the ways in which these policies are administered—have adversely 
affected the domestic textile industry. The purpose of the final hear- 
ings was to permit representatives of the various departments men- 
tioned in the earlier hearings to present their views to the subcom- 
mittee on the causes of the decline of textile production and employ- 
ment in the United States. The agencies represented were the De- 
an of State, Agriculture, and Commerce, the Office of Civilian 

efense Mobilization, representatives of the Army Quartermaster 
Corps, and of the International Cooperation Administration. 


FINDINGS 


I. POSTWAR TRENDS IN THE DOMESTIC TEXTILE INDUSTRY 


(A) Production 


(1) Measured from the base period 1947-49, industrial production 
in the United States has gone up 45 percent. During the same period, 
however, the production of domestic textile mill products declined 2 
percent. 

From 1947 to 1957, the total annual sales of all manufactured prod- 
ucts rose from $150.7 billion to $320 billion—a gain of 112 percent. 
During the same period, the total annual sales of textile mill products 
increased from $9 billion to $13 billion—up 44 percent. In 1947, 
textile sales accounted for 6 percent of the total sales of all manufac- 
tured. products; by 1957, textile sales had declined to 4.1 percent of 
the total sales of all manufactured products. 

(2) Not all segments of the textile industry have been equally 
affected by the ae in production. Between 1947 and 1957, the 
domestic production of all broadwoven goods dropped from 12.4 bil- 
lion linear yards to 12.1 billion linear yards—a decline of 2.2 percent. 
The output of cotton goods declined from 9.8 billion linear yards to 
9.5 linear yards, a drop of 2.9 percent. But the production of woolen 
and worsted goods dropped from 516 million to 288 million linear 
yards—a decline of 44.2 percent, 

It is widely believed that there has been a general, and spectacular, 
increase in the production of textile fabrics made from manmade 
fibers. But this is not the case. The output of broadwoven goods 
made from manmade fibers has increased—from 2 billion to 2.3 bil- 
lion yards—a gain of 4.9 percent. But the production of rayon and 
acetate fabrics has declined during this period, from 1.9 billion linear 
yards to 1.46 billion linear yards, a drop of 26.3 percent. The output 
of the newer manmade fiber fabrics (including nylon and other non- 
cellulosic and fiberglass fabrics) has increased significantly—from 51 
million linear yards to 778 million linear yards or a fifteenfold increase. 

In summary, there has been a modest decline in the production of 
cotton fabrics, a relatively large decrease in the production of fabrics 
made from rayon and acetate fibers, and a very substantial decline 
in the output of woolen and worsted goods. The only fabrics to 
show an increase, and in relative terms this has been large, are fabries 
made from the newer manmade fibers, 
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(B) Equipment 

While the overall production of textile mill products has declined 
only 2 percent, there has been a much sharper drop in the amount 
of textile machinery in place: 

(1) In 1947 there were 23.8 million cotton-system spinning spindles 
in place in the United States. By 1957, this number had declined to 
21.2 million, a reduction of 11 percent. 

(2) During this same period, the number of cotton-system broad- 
woven looms in place declined from 393,942 to 331,871, a drop of 
15.8 percent. 

(3) Woolen spinning spindles went from 1,561,000 in 1947 to 
744,000 in 1957, a drop of 52.3 percent. 

(4) In 1947 there were 36,972 woolen and worsted looms in place 
in the United States. By 1957 this number had been reduced to 
18,814, a decline of 49.1 percent. 

(5) Worsted spinning spindles went from 1,921,000 in 1947 to 
709,000 in 1957, a reduction of 63 percent. 

(6) Durin the same period there was a decline in the number of 
worsted combs in place from 2,656 to 1,564, a drop of 41.2 percent. 

Not all of the equipment in place is in use at a given time. In 1947, 
for example, 5.5 percent of all cotton-system spinning spindles in place 
were idle. The comparable figure for 1957 was 6.8 percent. Since 
spindle activity is measured as of the last day of the year, however, 
it is subject to cyclical influences. To some extent, the larger degree 
of idle spinning capacity at the end of 1957 is explained by the fact 
that there was a general decline in economic activity at that time. 

There is some evidence that the substantial decline in the amount 
of textile equipment in place has been accompanied by somewhat 
more intensive utilization of existing machinery. For example, the 
number of cotton-system broadwoven looms declined by 15.8 percent 
from 1947 to 1957. But during this same period, the number of 
loom-hours declined only 4.3 percent. 

The trends summarized above indicate that there has been a much 
larger relative decline in the amount of textile equipment in place 
than in production. This is due to substantial increases in produc- 
tivity during this period resulting from the use of new and improved 
machinery and better production methods. More will be said about 
the state of equipment in the domestic textile industry, and the effects 
of technological change on output per man-hour in a later section of 
this report. 


(C) Employment 

Although there has been ree a moderate drop in textile production 
since 1947, the substantial decline in the amount of textile machinery 
in place and technological improvements have resulted in a marked 
drop in textile employment. 

(2) Total employment in the textile mills in the United States went 
from 1,325,000 workers in 1947 to about 1 million in 1957, an overall 
decline of 24 percent. Employment in yarn and thread mills dropped 
34 percent. And in the largest segment of the industry, that devoted 
to the production of broadwoven fabrics, the decline was slightly in 
excess of 30 percent. There was a smaller drop of 12 percent in 
knitting mills. The only branch of the textile industry to show a 
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in during this period—and this was small—was the dyeing and 
nishing branch where there was an increase of 1.6 percent. 

(6) In addition to the decline in employment, there was a moderate 
reduction in the average workweek during this period so that annual 
man-hours worked in textile mills declined slightly more than em- 
proms In broadwoven fabric mills, for example, annual man- 

ours worked declined by 33.4 percent from. 1947 to. 1957 compared 
with a decline in employment of 30.5 percent. In yarn and thread 
mills, there was a decline of 37.2 percent in man-hours worked com- 
pared with a drop of 34.4 percent in employment. 

(c) In the “basic textile industry,” which includes broadwoven 
fabric mills, scouring and combing plants, and yarn and thread mills, 
employment declined from 768,700 to 517,000 between 1947 and 1957. 
This was a decline of 32.7 percent. Meanwhile, however, man-hours 
worked dropped from 1.589 million to 1.046 million, a reduction of 
34.2 percent. 

The rate of decline has not been the same in all regions producing 
textile mill products, but all regions have experienced losses. From 
February 1951 to April 1958, for example, there was a decline of 
438,000 textile jobs in the United States, a drop of 32.percent. During 
this period, there was a loss of 158,000 jobs in New England, a decline 
of 55 percent; in the Middle Atlantic States there was a decline of 
126,400 jobs, down 41 percent; in the Midwest there was a drop of 
12,700 jobs, down 39 percent. And in the South, where many 
erroneously believe that textile employment has held up relatively 
well, there was a loss of 102,000 jobs, a decline of 15 percent. 


(D) Mill liquidations 
The sharp decline in employment, and the reduction in textile 


equipment in place, have been accompanied by several waves of mill 
liquidations SOO, the postwar period. Between 1946 and 1957, a 
1 


total of 717 mill liquidations were reported in the press and trade 
publications. These liquidations displaced a total of 196,875 workers. 

Of these liquidations, 333 were of cotton-system mills which had 
employed 90,835 workers; 278 were woolen and worsted mills which 
displaced 88,350 workers; and the remaining 106 were dyeing and 
finishing plants which had formerly employed 17,690 workers. 

The above figures might not represent a complete count of all mill 
liquidations since they are based on press releases and the agency which 
compiled the figures might well have missed some newspaper account 
of mill shutdowns. At the same time, however, it must be pointed 
out that these figures represent gross liquidations only; during this 
time some new mills were built, although these have been relatively 
few in number. The importance of the figures given above is that 
they represent minimum estimates of the number of workers displaced 
through textile mill liquidations. A substantial body of evidence has 
been accumulated in recent years to show that textile workers who 
are thus displaced from their jobs are not easily reabsorbed into. the 
employed work force. This will be discussed further in a later section 
of this report. 

(E) Prices 


Consumer prices in the United States increased by 20.2 percent 
between the base period 1947-49 and the end of 1957. During this 
same period wholesale prices rose by 17.6 percent. Meanwhile, the 
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price of a eeeeoetind product which represents the principal end-use 
of textile fabrics—rose only 6.9 percent, and the market price of textile 
fabrics had actually dechned. The textile and apparel component 
of the wholesale price index published by the Bureau of Labor Statis- 
tics had declined to 95.4 (1947-49100); the index of cotton product 
prices had dropped to 90.7, and the index of prices of manmade fiber 
products had declined to 82.0. The only major textile mill products 
to show a rise in price were those made of wool; here there had been an 
increase of 9.5 percent during this period. 

The average annual price of cotton cloth, based on 17 constructions 
of cotton cloth reported by the U.S. Department of Agriculture, 
declined from 88.99 cents per pound to 61.37 cents per pound during 
this period. This represents a reduction of 31 percent. Meanwhile, 
the price of raw cotton rose slightly from 34.15 cents per pound to 
34.42 per pound. 

By the end of 1957, the index of all apparel prices had gone up to 
106.9 from the 1947-49 base. But during this period the price index 
for cotton apparel rose to only 103.1 while the price index of apparel 
made from manmade fabrics had declined to 82.1. The only index to 
show a rise was that measuring the price of woolen and worsted apparel 
which went up to 117.6. 

The Spm of See eet textile products have declined significantly 
since the base period 1947-49. ‘Thus the wholesale price indexes of 
cotton and manmade fiber products declined by 1957. Again the only 
products to show an increase were those made from wool. For 
example, the index of prices of all cotton textile products declined to 
90.7 by the end of 1957; the index of cotton broadwoven goods dropped 
to 87.6; that measuring the price of manmade fabrics declined to 82.9, 
while the index of manmade broadwoven goods dropped to 66.9. 
The price index for all woolen broadwoven fabrics rose to 109.1. 

(F) Profits 

Between 1947 and 1957 there was a general decline in the rate of 
profits in manufacturing industry in general. During this period, for 
example, the rate of profits as a percentage of sales dropped from 6.7 
percent to 4.8 percent. Measured as a percentage of stockholders’ 
equity, profits declined from 15.1 percent to 10.7 percent. But over 
the same period, textile profits declined from 8.2 percent to 1.9 per- 
cent measured against sales, and from 18.4 percent to 4.2 percent 
when measured against stockholders’ equity. In brief, textile profits 
were somewhat higher than the profits of manufacturing industry in 
err in 1947, but since that year there has been a significantly 

er decline in textile profits than in manufacturing profits gen- 


y: 

It is true that some textile firms, notably the larger ones, have main- 
tained profit rates substantially higher than those reported above, but 
the industry average has declined significantly. 

(@) Mill margins 

In 1947, the price of cotton cloth based on 17 grey (unfinished) goods 
constructions analyzed by the U.S. Department of Agriculture, was 
88.99 cents per pound, and the eat of cotton was 34.15 cents per 


und. The mill margin—the difference between the price of un- 
ished cloth made from a pound of raw cotton and the price of 
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cotton—was 54.84 cents. In 1957, the price of cloth, based on the 
same 17 grey s constructions, had fallen to 61.37 cents per pound. 
Meanwhile, the price of cotton had increased slightly to 34.42 cents 
= pound. The large decline in the price of cloth and the slightly 
igher price of the raw material used in making that cloth resulted in 
a squeeze which had reduced mill margins to 26.95 cents, a reduction 
during this 10-year period of 50.9 percent. 
(H) Expenditures on new plant and equipment 

The declining profit rate of the domestic textile industry is reflected 
in a substantial reduction in investment in new plant and equipment. 
In 1947, the textile industry invested $510 million in new plant and 
equipment. This accounted for 5.9 percent of the total plant and 
equipment expenditures of all manufacturing industry. By 1957, 
however, investment in plant and equipment had declined to $252 
million, down 50.6 percent, and this accounted for only 2.1 percent of 
total capital expenditures by all manufacturing industry. 

One effect of the sharp decline in expenditures on new plant and 
equipment has been a significant drop in production in the textile 
machinery industry. This, in turn, has meant a reduction in the 
demand for the products and services of suppliers to the textile 
machinery industry. The effects of the decline in textile production 
and employment thus spread to other industries in our economy, 
Those most directly affected are the suppliers of products and services 
to the textile industry, but indirectly other industries which sell to 
suppliers of the textile industry feel to some extent at least the impact 
of the decline in textiles, 


(1) Wages 
Along with declining employment, lower prices, and a falling profit 
rate there has been only a slow rise in textile wages despite a sub- 
stantial increase in industrywide productivity. From 1947 to 1957, 
the hourly earnings of nonsupervisory production workers in all man- 
ufacturing industry in the United States increased from $1.24 to 
$2.07, a gain of 67 percent. In the durable sector of manufac- 
turing industry, hourly earnings increased from $1.29 to $2.20, an 
increase of 70 percent. In nondurables, there was an increase from 
$1.17 to $1.89, a gain of 61 percent. During this same period, how- 
ever, the hourly earnings of textile workers increased less going from 
$1.04 to $1.50, a gain of only 44 percent. Thus the spread between 
the earnings of textile workers and of manufacturing workers in gen- 
eral widened during this.10-year period... In 1947, textile earnings 
were 84 percent of the average of conor workers; by 1957 
they amounted to only 72 percent of the all-manufacturing average. 
(J) Productivity 
In 1947, the basic textile industry (broadwoven fabric mills, scour- 
ing and combing plants, yarn and thread mills) produced 12.4 billion 
li:2ar yards of cloth at the rate of 7.8 yards per man-hour. By 1957, 
total production has gone down slightly to 12.1 billion linear yards, 
but employment and man-hours had gone down more so. that the 
output of cloth had increased to 11.6 yards per man-hour, a gain of 
48.7 percent over this period, or an average annual increase in output 
er man-hour of nearly 4.9 percent. This compares with an increase 
in output per man-hour in manufacturing industry in general of 32.4 
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percent over the same 10-year period, or an average annual increase 
of slightly more than 3.2 percent. 

It is extremely difficult, if not virtually impossible, to impute a 
specific productivity to each of the factors of production involved in 
the manufacture of textile products. In general, however, the 
explanation of the above-average increase in textile productivity is 
that of technological change with a consequent reduction in man- 
hour requirements to produce a yard of cloth. The textile machinery 
industry has devoted large sums of money to research and develop- 
ment. The result has been a series of newer and faster machines 
which in many cases produce a better quality of fabric. Because of 
the newer machinery, machine assignments have been increased in 
both unionized and nonunionized snills, Other factors, such as better 

lant layout and a general tightening up of efficiency in textile mills, 
fave contributed to the improvement in processes and rising 
productivity. 
(K) The consumption of textile products 

To some extent the relatively r showing of textile production 
has been due to a decline in the share of personal disposable income 
which consumers have spent on textile mill products. In 1947 
American consumers spent $15.6 billion on apparel which accounted 
for 9.24 percent of personal disposable income in that year. By 1956, 
apparel expenditures had increased to $17.8 billion, without adjust- 
ment for price change, but in that year apparel consumption ac- 
counted for only 6.21 percent of disposable personal income. If ad- 
justments are made for price changes during this period, the propor- 
tions are altered slightly, although not by a significant amount. In 
terms of constant dollars over this penta: 1947 apparel expenditures 
amounted to $16.1 billion, 9.08 percent of personal disposable income, 
By 1956, consumers were spending $16.9 billion on apparel, or 6.84 
percent of disposable personal income. Otherwise stated, from 1947 
to 1956, disposable personal income increased 69 percent while con- 
sumer expenditures for apparel—which account for 40 percent of the 
end-use of textiles—increased only 14 percent. 

For a variety of reasons, the per capita consumption of textile mill 
products has declined since 1947, Better heating systems in homes 
and automobiles, a shift in the direction of more casual clothing, and 
the competition of nontextile products have contributed to this trend. 
It should be added, however, that the decline in per capita textile 
consumption is due to a multiplicity of causes. In 1947, consumers 
pucshened 44.5 peounds of textile products ged ican By 1957, this 

ad declined to 36.2 pounds per person, a reduction of 19 percent. 
To some extent the decline in per capita consumption is the result of 
product improvement. Some of the newer blends of natural and man- 
made fibers are used to make fabrics which are more durable than 
some of the fabrics made entirely from natural fibers in the past. 

The increase of interfiber competition during this period has pro- 
duced a shift in the per capita consumption of various fibers. For 
example, of the 44.5 pounds consumed per person in 1947, 72.7 percent 
was cotton. By 1957, this had declined to 65.7 percent, In the same 
time period, there was a shift from 10.9 percent to 6 percent in woolen 
fabrics: Whereas in 1947, rayon and acetate fibers accounted for 
only 15.4 percent of per capita consumption, this increased to 19 per- 
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cent by 1956. There was an even larger relative increase, from 0.8 
percent to 9.1 percent for the other and newer synthetics, 
(L) Nonteztile competition 

The per capita consumption of textile products has declined since 
1947, but this has been offset to some extent by the substantial in- 
crease in our population since that year. Meanwhile, however, there 
has been an even more significant decline in the industrial consump- 
tion of textile products due to the competition of plastics, paper and 
similar products. Many items formerly packaged in fabric or 
sold in bulk are today individually packaged in cardboard, metal foil, 
plastic film, tin cans, and other nontextile products. The decline in 
the industrial consumption of textile mill products has contributed 
even more than the fall in per capita consumption of apparel and other 
textile products to the overall reduction in the demand for domesti- 
cally produced fibers and fabrics. 


EVALUATION OF TRENDS 


The trends discussed briefly in the preceding sections indicate the 
nature and extent of the problems faced by the domestic textile 
industry. Many of these problems are not new. The textile in- 
dustry was seriously depressed during the 1930’s, and some of its 
problems go back to an earlier decade. During World War II, the 
production of textiles in this country expanded rapidly to satisfy our 
civilian and military needs as well as contributing to the needs of our 
allies. During the war period, and the immediate postwar period, 
many mills operated with relatively high-cost and in many cases 
obsolete equipment. Following the cessation of hostilities, the de- 
mand for textile products remained at a high level and mills continued 
to operate at or close to capacity. This condition did not persist for 
long, however. As our economy entered the general recession of 1947- 
49 there was a sharp drop in textile production and employment, 
Many textile mills closed their doors permanently at this time, and 
numerous textile centers were listed on the roll of surplus labor areas. 

en our economy recovered, there was an increase in textile 
production, but the new peak of textile activity following the recession 
was substantially lower than the level of activity which this industry 
had enjoyed before 1947. The same experience was repeated during 
the recession of 1953-54, and again in 1957-58.. Each recovery in 
textile production and employment has been to a lower level than the 
prior one. 

In evaluating trends in the textile industry in recent years, however, 
it is necessary to recognize that many comparisons are made from the 
base year 1947. This was a year when textile production, employ- 
ment and profits were at record levels, At that time our mills had not 
completely satisfied the postwar backlog of demand for textile prod- 
ucts, and we were still shipping substantial quantities of cloth to other 
nations, 

As other nations, particularly those which had suffered wartime 
damage, were again able to begin producing textiles, the foreign de- 
mand for our textile products declined. In addition, the textile 


industry began to grow in many areas of the world which prior to 
the war had manufactured few if any textile mill products. The 
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results of this development will be discussed in greater detail later 
in this report. 

It remains true, however, that the domestic textile industry has 
failed to share in the postwar growth which has occurred in our 
economy since 1947. Production has declined slightly, but employ- 
ment in the industry has dropped precipitously as technological 
change bas reduced man-hour requirements by a much larger relative 
amount than the drop in } 9 joker Because consumers are spend- 
ing a declining portion of disposable personal income on textile mill 
products, the aggregate domestic demand for textiles has increased 
at a slower rate than the rate of population growth. Meanwhile 
there has been a pronounced decline in the industrial demand for 
textiles due to the substitution of a wide variety of nonwoven ma- 
terials for textile mill products. Finally, the domestic textile industry 
has lost two-thirds of its export market due to heightened competition 
in the world market for textiles, and at the same time there has been 
a substantial increase in the flow of textile mill products into this 
country from abroad. 


CHARACTERISTICS OF THE Domestic TrexTiILE INDUSTRY 


The textile industry is aggressively price competitive. Indeed, it 
may be said that the industry suffers from an excess of price com- 
etition. It is an industry with a high labor content, aid: relatively 
ow skill requirements, It.is composed of many firms, most of them 
relatively small. While the industry produces somo: brauded or 
“name” products, the bulk of its output consists of staple items which 
sell through the New York market. 

In price competitive industries, each firm must accept the market 
_ as a datum. The firm then attempts to maximize the spread 

etween unit revenue (price) and unit costs by maximizing production. 
Thus in the textile industry, mills tend to operate as close to capacity 
as possible in order to reduce overhead cost per unit of output. This 
leads to periodic flooding of the market, and constant downward pres- 
sure on price. When the industry enters the downward phase of a 
cycle, the higher cost firms are no longer able to compete, and peri- 
odically there is a wave of mill liquidations. As prices fall, some mills 
attempt to compensate for declining mill a by expanding 
production further. Thus even while some mills are closing their 
doors others are increasing their output. At some ore the market 
will absorb no more and there is a general cutback in production. 
Mill after mill begins to operate on short time until the market is 
cleared of accumulated inventories. Then the upward phase of the 
cycle begins and mills move as rapidly as possible toward capacity 
production again. This sequence of events leads to a very short cycle 
in textile production. While definitive studies remain to be made, 
a workable generalization is that on the average the textile cycle has 
a duration of about 2 years. 

The downward pressure on textile prices has been increased by the 
growth of textile imports. While textile imports still account for a 
relatively small proportion, roughly 3 percent, of domestic production, 
foreign producers are able to undersell domestic mills and thus exert 
further downward pressure on price. The extent and nature of foreign 
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sranpetiien, and the consequences for the domestic textile industry, 
will be discussed in a later section of this report. 

One factor contributing to the periodic variations in textile output 
is the poor state of knowledge in the industry about the inventory 
situation at a given time and its effects on future prices. This is due 
to the lack of reliable and timely statistical data on the general state 
of the market—i.e., the relationship between production and inven- 
tories or the flow of goods through the production and marketing pipe- 
lines. Some industry spokesmen testified that there is need for 
greater discipline within the industry, and suggested that improved 
statistical data would permit mill managements to gear ceodnelion 
more closely to the current level of demand. 

Classical economic theory has always stressed the virtues of price 
competition. This form of competition, according to the traditional 
view, is expected to produce the maximum output at lowest possible 
prices. Thus the consumer is expected to benefit from aggressive 
price competition among producers. 

The record of the past 10 years shows that consumers have indeed 
benefited from lower textile prices. But the social cost has been high. 
Dislocation within the industry, and the permanent displacement of 
nearly one-fourth of the textile labor force during the past decade 
have meant substantial hardship for many persons eunnd y connected 
with the textile industry. In addition, declining mill margins and 
ee rates have meant a reduction in capital expenditures, and they 

ave meant a limitation or curtailment of expenditures on researc 
and development activities. Thus while lower prices are an obvious 
result of aggressive price competition in the textile industry, the re- 
sults which might have been accomplished with higher profit rates 


and greater expenditures on research and development cannot be 


measured. 


Tue Errects or GOVERNMENT PoLicies ON THE Domestic TEXTILE 
INDUSTRY 


One of the focal points of this study was investigation of the effects 
of various policies and programs of the Federal Government on the 
domestic textile industry—including the effects on the industry of 
the ways in which Government policies are administered. In the 
course of the hearings, numerous witnesses testified that the domestic 
textile industry has been adversely affected by: (a) the agricultural 

rice-support program, (6) our foreign trade program, and (c) our 
oreign aid program. 


1. THE AGRICULTURAL PRICE-SUPPORT PROGRAM 


In part, the gains of manmade fibers at the expense of cotton fibers 
have been due to our agricultural policy which has kept the price of 
cotton in the United States about 20 percent above the world market 
price. The result has been a two-price system under which domestic 
mills purchase their cotton at supported prices while foreign mills 
purchase American cotton at the world market price. It has been 
estimated that American mills are required to pay approximately 20 
coe more for domestically produced cotton than foreign mills. 

ince the cost of raw material accounts for some 40 to 50 percent of 
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the cost of producing cotton fabrics—and perhaps an even higher 
percentage in isolated cases—American mills would wi at a competitive 
disadvantage vis-a-vis their foreign competitors even if there were not 
other cost differentials to be considered. 

Cotton mills selling in foreign markets receive a subsidy to offset 
the differential between domestic and world cotton prices. But there 
is no relief for the mill which sells its cotton fabrics in the domestic 
market. One of the points of unanimous agreement among witnesses 
representing a wide variety of textile interests was that the cotton 
segment of the industry has been adversely affected by the two-price 
system resulting from our agricultural price-support program. 


2. FOREIGN TRADE POLICY 


Many of the witnesses who appeared before the subcommittee to 
testify on the issue of international trade recognize that there is a need 
for an increase in imports into the United States if a long-run balance 
of trade is to be achieved. There was also recognition of the need for 
expanded trade between the United States and nations friendly to us 
in view of the current world ideological struggle. But numerous 
witnesses representing textile management and labor argued that 
much of the burden of our expanded trade program has fallen upon a 
few industries, and that perhaps more than any other industry in our 
economy the textile industry has felt the impact of rising imports at 
the same time that we have lost a substantial segment of our textile 
export market. 

rom 1946 to 1957, exports of cotton cloth declined 29 percent while 
imports went up 175 percent. In 1946, imports amounted to 6 percent 
of exports. By 1957, however, imports amounted to 22 percent of 
exports. We still export about 4 times as much cotton cloth as we 
import. But producers of cotton cloth have been faced with declining 
export markets at the same time that a substantial increase in imports 
has created additional competitive pressure on domestic cotton textile 
prices. 

The same situation has prevailed with respect to manmade fiber 
fabrics, From 1947 to 1957, exports of manmade fiber fabrics 
declined 27 percent, and during this same period there was a fifteenfold 
increase in imports. 

Similarly, in the case of woolen goods imports have gone up while 
exports have declined. From 1946 to 1957, imports of woven fabrics 
made wholly or primarily of wool increased 639 percent. During this 
same period, exports of cloth made wholly or primarily of wool in 
the United States declined by 97 percent. The substantial loss of 
export markets and the rapid increase in imports, coupled with grow- 
ing interfiber competition, has meant that in a period of about 10 
years the domestic woolen and worsted industry has been virtually 
cut in half in terms of production, employment, and machinery 


in place. 
The point has been raised that despite substantial relative increases 
in peete, and significant losses of foreign markets, total textile 


imports still amount to only about 3 percent of domestic production. 
Those who claim that the domestic industry has been adversely af- 
fected, while admitting that imports account for a relatively small 
share of the domestic market, emphasize that: (1) imports are limited 
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to a relatively small number of categories of fabrics, and (2) even a 
relatively small amount of cloth entering the New York market from 
abroad has a depressing influence on prices since importers are able 
to consistently underbid American mills who must then meet these 
prices if they wish to dispose of their own output. 

It was also pointed out in the course of the study that foreign 
mills have been concentrating their exports to this country in those 
categories of products with a relatively high labor content. Since 
the wages of textile workers in foreign countries range down to as 
much as one-tenth of the earnings of Américan textile workers, forei 
mills have a pronounced competitive advantage over domestic mi 
and can dispose of their products in our markets at prices substan- 
tially below those which American mills must receive to cover costs 
and earn profits sufficient to attract capital to the industry. In the 
case of cotton goods, foreign mills which purchase American cotton 
have a further competitive advantage since they are able to purchase 
their raw material at world prices while American mills must pay 
the price established by our agricultural price support program. 

Witnesses representing the domestic cotton textile industry testified 
that the rising trends of imports has been slowed down as the result of a 
voluntary agreement to establish quotas on various categories of 
fabrics which was instituted by the Japanese Government effective 
January 1957. It was also reported, however, that quotas for certain 
fabrics such as velveteens, ginghams and handkerchiefs had been 
excceded during that year. Witneases representing the woolen and 


worsted industry indicated that there had been some similar relief 
following a reservation which was invoked on the General Agreement 
on Tariffs and Trade effective October 1, 1956. It was emphasized 
however, that the voluntary nature of the Japanese restrictions did 


little to alleviate uncertainty about the future trend of imports of 
cotton fabrics, and it was further argued that the Geneva reservation 
accomplished its purpose only in part because of the composition of 
the base of goods dutiable at the lower tariff. 

Because of the concentration of imports in certain limited categories 
of fabrics, a number of witnesses testified that certain segments of 
the American textile industry had been damaged far more seriously 
than others. The fear was expressed, however, that as we become 
increasingly dependent upon foreign sources of supply for certain 
categories of textile products that there will be pressure by foreign 
producers to allow larger quotas on other categories of fabrics with the 
net result of a continued rise in textile imports at the expense of 
domestic production. 

It was also pointed out that while the United States is pursuing a 

olicy of liberalizing trade, numerous other countries are raising new 
flarvinie to the flow of textile products into their borders. As other 
countries limit their imports, there is a renewed effort to increase 
exports to the United States. Much of the testimony about the 
effects of our foreign trade policy on the domestic textile indust 
centered on the uncertainty which this policy has created in the min 
of domestic textile producers. It was argued, for example, that in 
view of the recent extension of the Trade Agreements Act, and the 
possible consequences of a further rise in imports, some mill manage- 
ments are reluctant to invest further in new equipment. And they 
admit such investments are necessary if the domestic textile industry 
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is to keep abreast of technological developments essential to its 
survival. 

On the issue of foreign trade, various witnesses testified—and 
introduced evidence in support of their testimony—that even among 
those who favor further liberalization of our international trading 
policies there is strong support for the position that declining or 
stagnant industries should not be subjected to increased competition 
from abroad. The position was taken by some witnesses that efforts 
should be made by Government agencies administering our trade 
program to channel imports away from declining industries and 
toward those industries which have been exhibiting growth in recent 

ears. 

* In reply to the argument that there are currently provisions in the 
Trade Agreements Act which permit industries to seek relief if they 
are adversely affected by rising imports, witnesses testified that they 
have in fact received little relief under the peril-point and escape- 
clause provisions of existing law. They pointed out that long delays 
are often involved in processing escape-clause cases, and that by the 
time such cases are decided and acted upon it is often too late to give 
relief to individual concerns which in the meantime have permanently 
closed their doors. Jt was also pointed out that in numerous cases 
where the Tariff Commission has recommended relief, the executive 
department has not accepted the Commission’s recommendations. 

The principal criticism of witnesses before the subcommittee was 
not of our foreign trade policy per se. Rather it was contended that 
the administration of this policy has been detrimental to the domestic 
textile industry. In some cases this has led to peculiar inconsistencies, 
An example is our policy with respect to the importation of cashmere 
in the scoured or dehaired state. Fine cashmere is produced in only 
two countries, Communist China and that part of the U.S.S.R. known 
as Outer Mongolia. Since the Chinese Communist aggression in 
Korea, the Foreign Assets Control Division of the U.S. Treasury 
Department has prohibited the import of Chinese cashmere in the 
scoured state, but the regulations do not prohibit the importation of 
Chinese cashmere after it has been processed into yarn, cloth or 
knitted goods in another country. United States firms are now 
limited to purchases of cashmere from Outer Mongolia at prices 
substantially above those in effect before the restrictions on scoured 
Chinese cashmere were imposed. Industry spokesmen feel that they 
should be permitted to import scoured cashmere from Western 
European countries, regardless of the country of origin of the cash- 
mere, just as we are now able to import finished cashmere products 
into the United States. 

It was emphasized by witnesses before this subcommittee that the 
competitive disadvantage of the domestic textile industry in inter- 
national trade is net the result of inefficiency. Measured in terms of 
output per man-hour, the American textile industry is able to out- 
produce its competitors. But labor cost is an important component 
of the total cost of producing textile products, and textile wage rates 
in foreign countries range from one-half to one-tenth of those paid in 
American mills. However efficient American mills might be they are 
unable to undersell manufacturers in other countries where labor 
standards and wage rates are so far below American levels. Wit- 
nesses representing both textile management and textile labor agreed 
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that if American textile labor standards are to be protected, controk 


must be exercised over the flow of foreign textile products into this 
country. 


Tue Suirtinc Parrern or Exports anp Imports 


In 1947, the U.S. cotton textile industry exported almost 1.5 billion 
square yards of cloth to 25 major foreign markets. By 1957, cotton 
exports had dropped to 553 million square yards. Canada has re- 
mained our best customer for cotton cloth. In 1947, this country pur- 
chased 278 million square yards from the United States, or 19 percent 
of our total exports. By 1957, our exports to Canada had dropped 27 
percent, to 203 million square yards, but this now accounted for 37 
percent of our total exports. Meanwhile, there had been substantiak 
declines in our cotton exports to other countries. Exports to the 
Philippines, for example, went down 20 percent; to the Union of South 
Africa, down 76 percent; to Haiti, there was a drop of 53 percent; 
exports to Indonesia dropped by 84 percent, and shipments of cotton 
cloth to the Belgian Congo declined by 89 percent. A few of the 
smaller countries increased their imports of cotton cloth from the 
United States. Cuba, for example, purchased 13 percent more cotton 
cloth from us in 1957 than she did in 1947, but the total in 1957 
amounted to only 49 million square yards. Similarly, shipments to 
Venezuela went up 9 percent, but reached a total of only 30 million 
square yards in 1957. By 1957, seven countries accounted for 79 per- 
cent of our cotton exports. Some of these countries, such as the Philip- 

ines, our second most important customer, are currently engaged in 
buildin up their domestic textile industries so that a further decline 
of textile exports to these countries is anticipated 

There has been a much smaller decline in our exports of manmade 
fiber fabrics. Data are not available for shipments of manmade 
fiber fabrics by country of destination prior to 1951. But between 
1951 and 1957, such shipments declined only 3.2 percent from 176.8 
million square yards to 171.1 million square yards. There would 
have been a much larger drop except for the increase in exports of 
synthetic fabrics to Canada. These went from 16.3 million square 
yards in 1951 to 32.6 million square yards in 1957, a gain of 100 per- 
cent. ‘There was also a 28-percent increase in shipments to the Union 
of South Africa, which purchased 19.4 million square yards of Ameri- 
can-made synthetic fabrics in 1957. But shipments to other countries 
declined.. For example, in 1951, the Philippines imported 32.8 million 
square yards of American synthetic fabrics. By 1957, their imports 
had dropped to 7 million, a decline of 79 percent. Exports to Cuba 
dropped from 33,8 million square yards in 1951 to 11.8 million square 
yards in 1957, a decline of 65 percent. There were modest increases 
in shipments to Hong Kong, Switzerland and Sweden. But despite 
increases, total exports to these countries in 1957 were not large. 
And there was a general decline in shipments of synthetic fabrics to 
other countries. 

In the case of cloth manufactured in the United States either en- 
tirely or primarily of wool, there has been a decline in exports from 3.1 
million pounds to 558,000 pounds from 1949 through 1957. Again the 
decline ie been fairly general, but certain countries such as Colombia 
Venezuela and Peru, which formerly were important importers of 
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American-made woolen cloth, have curtailed purchases from. this 
country drastically. 

From 1947 through 1957, imports of woven fabrics made entirely 
or primarily of wool increased from 4.6 million square yards to 32.3 
million square yards, a gain of 702 percent. Almost half of our 
imports of woven woolen fabrics still come from the United Kingdom, 
Between 1947 and 1957 British exports of wool fabrics to the United 
States went up to 195 percent. A smaller quantity is imported from 
France, but here again imports to the United States went up about 
325 percent during this period. In 1947 we imported only 153,000 
square yards of woolen cloth from Italy. By 1957 this had jumped 
to slightly more than 4 million square yards, a 26-fold increase. And 
in 1957 we imported a negligible quantity of woven woolen fabric 
from Japan, but by 1957 Japan was the second largest exporter of 
woolen cloth to the United States. In that year we imported 7.9 
million square yards from Japan, and this accounted for slightly less 
than one-fourth of our total imports. There have been correspond- 
ingly large increases in the import of knit items made primarily or 
entirely of wool, and a similar increase in the import of other wearing 
apparel made of wool. 

n summary, there has been a shift in the pattern of textile imports 
and exports into and out of the United States. Textile exports have 
been sharply reduced. Our best customer for cotton and synthetic 
fabrics is Canada. Woolen exports have dwindled to the point where 
they no longer constitute a significant market for the domestic woolen 
and worsted industry. Meanwhile there has been a shift in the pat- 
tern of imports. The largest increases have come from Japan although 
there have been some significant increases, particularly in woolen 
cloth and apparel, from Western Europe. Textile management is 
pessimistic about the future outlook with respect to exports. Several 
countries still import substantial quantities of cloth from the United 
States, but this remains a precarious market. We may expect to 
lose some of these markets to foreign producers who can undersell 
American mills by a substantial margin largely by virtue of their 
significantly lower labor costs. Even greater concern was expressed 
about the rapid growth of imports. The application of the Geneva 
reservation has slowed down somewhat the rise in imports of woolen 
products, and the voluntary quotas imposed by the Japanese Gov- 
ernment have halted the rise in cotton imports. Spokesmen for both 
management and labor stressed the fact that there is still a great deal 
of uncertainty in the industry about the future trend of textile im- 
ports. And both groups called for positive statements by responsible 
Government officials about our future policy with respect to imports 
so that the industy can make plans for the future with a greater degree 
of certainty. 


Errects or THE Foreign Arp Program Upon tue Domestic 
TextiLe INDUSTRY 


Witnesses representing textile management and labor pointed out 
that since 1953 there has been a decline in the proportion of expendi- 
tures financed by the International Cooperation Administration on 
fabricated basic textiles purchased in the United States. For example, 
in 1953, total expenditures for textile products financed by ICA 
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amounted to $15.5 million. Of this total, $9.9 million, or 64 percent, 
was spent for the purchase of basic textiles fabricated in this country, 
The following year, there was a sharp decline in such expenditures, 
but $2.2 million, or 43 percent of the total still was spent on American 
made textile products. In 1955, ICA textile expenditures amounted 
to $25.4 million, but of this total only $9.7 million, or 38 percent, went 
toward the purchase of American textiles. The total amount spent 
on textiles increased still more—to $46.2 million—in 1956, but only 
$11.3 million, or 24 percent, went for American textiles. In 1957, 
the record ICA textile expenditure of $96.3 million was made. But 
of this total, only $7.2 million, or 7 percent, was spent for American 
textile products. Total ICA textile expenditures dropped to $68 
million in 1958, and the proportion spent for American textiles in- 
creased to $10.5 million or 15 percent. 

Viewing this trend, American textile manufacturers felt that admin- 
istrators of the ICA program were channeling textile expenditures 
away from the United States and into foreign countries which were 
attempting to expand their textile exports. 

Spokesmen for the ICA denied that this was the case. It was 
pointed out that in the procurement procedures under the ICA 
program, ICA agrees with the receiving country on the commodities 
to be financed. This agency then acts to finance the necessary 

rocurement rather than to engage directly in procurement activities. 

he latter are accomplished through the use of private channels of 
trade with ICA acting only as a financing agency. The shift away 
from the purchase of American textiles was explained by the changing 
pattern of international trade in textile products since 1953. In 
general, countries receiving ICA aid attempt to secure the maximum 
volume of products for the amount of money made available to them, 


It was further pointed out that in section 413 (a) of the Mutual 
Security Act: 


* * * Tt is declared to be the policy of the United States to 
encourage the efforts of other free nations to increase the 
flow of international trade, to foster private initiative and 
competition * * * and to encourage the contribution of 
U.S. enterprise toward economic strength of other free 
nations, through private trade and investment abroad, 
private participation in the programs carried out under 
this act (including the use of private trade channels to the 
maximum extent practicable in carrying out such programs), 
and exchange of ideas and technical information on the 
matters covered by this section. 


It was pointed out by ICA spokesmen that under existing law they 
have no control over the actual expenditure of funds—with exceptions 
in the case of certain agricultural products—and that the shifting 

attern of world trade is responsible for the declining proportion of 

CA funds spent on textile products manufactured in the United 
States. A similar explanation was given for the declining proportion 
of expenditures on textile machinery, most of which was purchased 
in the United States until 1955. 

Representatives of the domestic textile industry also testified that 
the industry had been adversely affected by ICA financing of textile 
machinery. The argument was advanced that by financing textile 
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machinery in other countries we were increasing competitive pressures 
upon the textile industry of the United States. ICA spokesmen 
pointed out, however, that of the total of $389.2 million of textile 

urchases which this agency financed between April 3, 1948, and 
Sake 30, 1958, 84 percent of offshore purchases were made from coun- 
tries which received no ICA financed textile machinery. ICA 
financed expenditures for textile machinery during this same period 
amounted to slightly more than $141 million, or 27 percent of the 
amount spent on basic textiles. Most of the companies receiving 
financial assistance for the purchase of textile machinery are smaller 
countries without a highly developed textile industry. It should be 
pointed out, however, that France, Italy, and the United Kingdom 
were the three largest beneficiaries of ICA aid for the purchase of 
textile machinery, and that imports, particularly of woolen cloth, have 
increased from these three countries. It should be noted that financial 
encouragement to other nations to expand textile production will have 
at least an indirect effect upon the domestic textile industry. Some 
of the countries which have received financial aid for the development 
of their textile industries formerly purchased larger quantities of 
textile products from this country than they have in recent years. 
This has contributed somewhat to the loss of export markets. In 
addition, some countries receiving ICA aid to expand or improve 
their textile industries are now more heavily involved in the inter- 
national market for textile products than formerly. While it is 
difficult to evaluate the full extent to which American financing of 
foreign textile industries has contributed to the curtailment of export 
markets and the rise in imports, it must be admitted that there have 
been some effects both direct and indirect. 


Oruer ProspitemMs RELATED TO THE Deciine or TEXTILES 


THE TEXTILE MACHINERY INDUSTRY 


As pointed out earlier in this report, the contraction of the domestic 
textile industry has been accompanied by a sharp drop in —e ex- 


penditures. Between 1947 and 1958, expenditures for new plant and 
equipment by domestic textile industry declined from $510 million to 
$252 million, a drop of 50.6 percent. This has been reflected in a 
similar curtailment of the manufacture of textile machinery. For 
example, in 1950 the value of textile machinery products shipped 
amounted to $428.8 million. It has been estimated that the value 
of textile machinery products shipped in 1958 will amount to approxi- 
mately $200 million, or a decline of 53 percent over this 8-year period, 

The decline in spending on new equipment, according to spokesmen 
for the textile machinery industry, has created a serious problem of 
obsolescence in the domestic textile industry. One reason that some 
mills continue to operate relatively old and high-cost machinery, is 
the absence of realistic depreciation rates which would encourage 
more mills to install additional new equipment. 

Multiple shift operations have become characteristic of the Ameri- 
can textile industry. This started during World War I, and over the 
years the industry has shifted from a one-shift basis to three-shift 
operations, and when market conditions permit, mills are operated 
6 days per week. Since World War II, there has been an effort 
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throughout the industry to operate on a three-shift basis with machin- 
ery operating approximately 6,000 hours per year. The depreciation 
rates still in effect were established when 2,000 hours per year was 
standard throughout the industry. Spokesmen for the textile ma- 
chinery industry called for a revision of Bulletin F, issued by the 
Internal Revenue Service in 1937, to permit more rapid depreciation 
for tax purposes. The suggested revision would take into account 
the more intensive utilization of machinery now than in the past, and 
provide a needed stimulus to the industry to step up expenditures on 
new and improved textile machinery. 

The textile machinery industry has maintained an active research 
and development program, and is able to produce equipment which if 
installed would lead to sharp reductions in man-hour requirements by 
the textile industry. Numerous exhibits were presented by repre- 
sentatives of the textile machinery industry describing technological 
developments which would reduce man-hour requirements for many 
operations by as much as two-thirds. Accordinglto these witnesses, 
the industry is anxious to install such machinery, and to modernize 
throughout, but it is reluctant to do so because of outmoded deprecia- 
tion rates which retard rather than stimulate capital investment in 
the domestic textile industry. It must also be added, however, that 
the significant decline in profit rates and uncertainty about the future 
of the industry have also acted to slow down the introduction of new 
machinery into many textile mills. 


INTERFIBER AND OTHER FORMS OF NONTEXTILE COMPETITION 


Inierfiber competition 


Between 1947 and 1957, the per capita mill consumption of cotton 
dropped from 32.4 pounds to 23.7 pounds. During this same period, 


per capita mill consumption of wool declined from 4.8 pounds to 2.2 
pounds. In 1947, cotton and wool fibers accounted for 83.6 percent 
of total per capita mill consumption. By 1957, this share had declined 
to 71.7 percent. The per capita consumption of rayon and acetate 
fibers remained unchanged at 6.9 pounds per person in 1947 and 1957. 
But the per capita consumption of other synthetic fibers increased 
from 0.4 pounds per person to 3.3 pounds per person during this period. 
In 1947, synthetic fibers accounted for 16.2 percent of per capita mill 
consumption; by 1957 this share had increased to 28.1 percent. 
Throughout this period, the consumption of flax and silk fibers was a 
negligible quantity. : 

0 some extent the decline in the output of cotton and woolen 
fabrics in this country has been due to the increased consumption of 
fabrics made from synthetic fibers. Initially, especially in some 
branches of the woolen and worsted industry, there was resistance to 
the idea of using synthetic fibers to manufacture blended fabrics which 
in some respects and for some uses are superior to cloth made entirely 
from either the natural fibers or synthetic fibers. Over the years, 
however, this resistance has declined and there has been an increase 
in the production and consumption of such blended fabrics. By in- 
creasing the durability of some types of fabrics, the rising use of 
synthetic fibers, particularly in the manufacture of blends, has probably 
contributed to some degree to the declining per capita consumption of 
textile mill products. 
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Nontextile competition 


The figures on per capita mill consumption of fibers are derived by 
dividing total consumption of each type of fiber by population. But 
a substantial proportion of textile mill products are not made for 

ersonal consumption, rather they are designed for industrial uses. 
There has been a much sharper decline in the industrial use of fabrics 
than in consumer use. This has been due to increasing competition 
from a wide variety of nonwoven materials made of paper, plastics, 
and metals. Such competition is of course economically desirable if 
the ultimate result is greater consumer satisfaction at lower cost. It 
should also provide a stimulus to the textile industry to develop new 
end uses for textile mill products. It is difficult to estimate the extent 
to which the increased use of nonwoven materials in place of textile 
mill products has contributed to the overall decline in demand, but 
it has been one of the major causes of this decline. The answer to 
this problem lies with the industry. If it is to stimulate the industrial 
demand for textile mill products, the industry itself must take the 
initiative in attempting to stimulate the industrial demand for textile 
mill products through an aggressive research and development 
program. 


TEXTILE RESEARCH AND DEVELOPMENT ACTIVITIES 


One of the points of controversy in this study revolved around the 
issue of the extent to which the domestic textile industry engages in 
research and development activities. Critics of textile management 
pointed out that the domestic textile industry devotes a smaller 
proportion of its earnings to research and development activities than 
manufacturing industry in general. It was pointed out that the 
textile industry has been the beneficiary of research conducted by 
other industries, particularly the chemical industry and the textile 
machinery industry. From an economic point of view, it is im- 
material who does the research, provided the industry is quick to 
adopt new innovations leading to improvement in both textile products 
and manufacturing processes. The critics of textile management feel 
that the industry has been remiss particularly in sponsoring research 
which would lead to new uses for existing mill products and the 
development of new products as such. \Wanegentens spokesmen 
admit that the textile industry spends a smaller proportion of earnings 
on research and development activities than manufacturing industr 
in general, but insisted that many mills are conducting active Sendanoh 
programs and that a number of independent textile research organiza- 
tions have developed a number of innovations which have been widely 
adopted in recent years. It was agreed that most of the research is 
of an applied nature, but that this has led to better products and some 
reduction in cost. Industry witnesses agreed that it would be to the 
long-run benefit of the domestic textile industry if more money could 
be spent on research and development activities. But they pointed 
out that with a substantial drop in profits even those managements 
who are anxious to step up their research activities are unable to do 
so unless the overall earnings picture becomes brighter. 

One thing appears to be quite clear. The United States textile 
industry has a cost structure which puts it at a competitive dis- 
advantage vis-a-vis the textile industries of other countries where 
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labor costs in particular are much lower than those in the United 
States. If the domestic textile industry is to remain viable it must 
not only keep abreast of technological developments, but must 
pioneer in developing innovations which will improve production 
processes, lead to better products, and reduce costs. 


TEXTILE AND MILITARY NEEDS 


It was pointed out by a number of witnesses that during World 
War II the domestic textile industry was ranked second only to steel 
in terms of military essentiality. Some industry spokesmen claim 
that due to the decline in the number of textile mills, and the reduction 
of equipment in place, the domestic textile industry would be hard 
pressed to satisfy military and civilian needs in the event of a future 
war. Representatives of the industry have petitioned the Office of 
Defense Mobilization for an investigation of the ability of some 
branches of the domestic textile industry to meet essential needs in 
the event of a national emergency. Such an investigation has not 
yet been made. At the final Washington hearings, however, members 
of the subcommittee requested a representative of the Office of Civilian 
Defense Mobilization to make such a study which will become part 
of the record of this investigation. The request was made that this 
agency provide estimates of civilian and military textile needs which 
will take into account the possibility that a future war might lead to 
widespread destruction in this country—something which we have not 
experienced in earlier wars. Such an investigation should provide 
data which will permit the development of estimates of the equipment 
and manpower needs of the textile industry in the event of a national 
emergency. 


LABOR AND EMPLOYMENT PROBLEMS IN THE TEXTILE INDUSTRY 


Employment in the domestic textile industry has been sharply 
curtailed over the past decade despite the fact that there has been 
only a modest decline in production. Between 1947 and 1957, about 
one-fourth of the textile labor force was penny displaced. A 


substantial proportion of these workers lost their jobs through mill 
liquidations. Although job losses have been more serious in some 
regions than others, the decline in textile employment has been 
general throughout the industry. 

The principal cause of the decline in textile employment has been 
technological change. Productivity in the industry has gone up 
sharply, and the domestic textile industry today is able to turn out 
almost as much cloth as it did 10 years ago with substantially lower 
manpower requirements. In addition to the loss of jobs due to 
technological change, some mills have been liquidated because they 
have been unable to compete with foreign producers of the products 
upon which they have specialized. This has been particularly true 
of mills which formerly manufactured velveteens and ginghams in the 
cotton industry, and of some mills in the woolen and worsted industry. 

It has traditionally been assumed that workers displaced from their 
jobs by technological change or by competition from abroad will find 
employment in other expanding industries. A number of empirical 
studies have revealed, however, that this is not always true. One of 
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the principal causes of the failure of displaced textile workers to find 
employment in expanding industries is the age structure of the textile 
labor force. The average age of textile workers is higher than that 
of manufacturing workers in general. Thus when a mill is liquidated, 
workers past middle age find it particularly difficult to obtain new 
employment. Those who do find new jobs typically are downgraded. 
They do unskilled work at lower wages than they formerly received 
in the textile mill. 

During the course of this study, numerous individual workers ap- 
peared before the subcommittee to relate the difficulties they have 
encountered in attempting to find new employment. ‘The same story 
was repeated again and again. The former textile workers had spent 
their entire working lives in the textile industry. By the time they 
were displaced, as the result of mill liquidations, they were no longer 
regarded as employable in other occupations. As a result, there has 
been a high level of persistent unemployment in those areas where a 
number of textile mills have been liquidated. At the same time, 
many of the displaced workers are not old enough to be eligible for 
social security benefits. Without a regular source of income, family 
living standards have deteriorated in numerous textile communities. 

The chronic unemployment of former textile workers is one of the 
most intractable problems that has resulted from the changes which 
have occurred in the industry over the past decade. On the solution 
to this problem, witnesses appearing before the subcommittee had 
divided opinions. Those representing labor organizations generally 
supported the enactment of area development legislation by Congress. 
Some representatives of management opposed such legislation, but 
others took no position on this issue. 


There was general agreement that the loss of textile jobs in this 
country is permanent. Indeed, some future job losses appear inevit- 
able. Even if the domestic textile industry is able to maintain pro- 
duction at its present level, it can survive only if there are substantial 
further increases in peocecenity, This will mean the loss of still 


more textile jobs. The effects of future job losses can be softened to 
some extent if labor and management can work cooperatively to gear 
future displacements to the normal withdrawals from the industry 
resulting from labor turnover. This will not, of course, help those 
textile workers who have already lost their jobs and who have been 
unable to find new employment in the interim. It is unfair to expect 
these workers to bear the entire cost of the dislocations which have 
occurred in the domestic textile industry. ‘To some extent the loss of 
textile jobs has been due to the effects of our foreign aid, foreign trade, 
and agricultural price support programs. Thus the administration of 
Federal policies has contributed to a decline in the number of textile 
jobs, while there has been no corresponding effort by the Federal 
Government to assume part of the responsibility for assisting displaced 
textile workers to find new employment. 


Textile wages 


Productivity in the domestic textile industry has increased more 
rapidly than productivity in manufacturing industry in general. 
But increases in textile wages have lagged behind the average rise in 
manufacturing wages over the past decade. Thus even those work- 
ers who have remained employed in the textile industry have failed 
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to abate fully in the benefits of general economic growth of the postwar 
eriod, 

Representatives of textile labor organizations attribute the failure 
of wages to rise more rapidly to the low degree of union organization 
in the industry. It has been estimated that only about 30 percent of 
the Nation’s textile workers are members of trade unions. Manage- 
ment spokesmen pointed to the record of poor earnings over the past 
10 years, and pressures of foreign competition, as the principal deter- 
rents to a rising wage level in the domestic textile industry. 

“One consequence of the relatively low wages received by textile 
workers has been that in some areas the industry is unable to attract 
young workers into the textile labor force. Both labor and manage- 
ment spokesmen agreed that from a long run point af view, higher 
textile wages are needed if new workers are to be attracted to the 
industry. 

MANAGEMENT MANPOWER PROBLEMS 


Declining employment, reduced earnings, and uncertainty about 
the future of the domestic textile industry , ves also created problems 
in the recruitment of new management personnel. Enrollment in the 
Nation’s textile schools is declining although technical education in 
general is expanding. Some schools devoted entirely to the training 
of textile engineers and managers have diversified their educational 
programs in order to remain in operation. There is no evidence that 
there is a shortage of trained management and engineering personnel 
as yet. The declining trend of enrollment in textile schools suggests, 
however, that there may be such problems in the future. If the 
domestic textile industry is to survive it will need more, not fewer, 
trained personnel, and the industry will need to be able to attract 


some of the Nation’s better engineering and management talent. 
This it can do only if the starting salaries of textile engineers and 
management trainees compare favorably with alternative oppor- 
tunities in other industries. 


TAX INDUCEMENTS TO MILL LIQUIDATION 


A number of witnesses, primarily representatives of textile labor 
organizations, testified that one of the inducements to the liquidation 
of some mills stems from existing provisions under the Internal 
Revenue Code which allow a company to deduct from its net income 
in any taxable year the amount of net operating losses incurred during 
the 5 preceding years and the 2 subsequent years. The transfer of a 
firm’s ownership carries with it the loss-offset privilege. This offers 
an inducement to a business to obtain control of other businesses 
which have been suffering financial losses. The purchasing firm is 
required to operate the purchased firm for a paid of 2 years, but is 
then free to liquidate the firm and retain the loss carryover rights for 
tax purposes. It was charged by a number of witnesses that this 
device has led to the liquidation of some mills which at the time of 
liquidation were operating successfully and could have remained in 
operation. 
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CoNncCLUSIONS 


1. The domestic textile industry has failed to expand during a period 
of unprecedented economic growth in the United States. Textile pro- 
duction has declined slightly while total industrial production has 
expanded significantly. Employment in the textile industry has 
gone down sharply while total nonagricultural employment has in- 
creased. Only in terms of productivity have the gains in textiles 
exceeded those of manufacturing in general. But in the face of a 
shrinking demand for textile mill products this has contributed to the 
widespread displacement of textile workers, and many thousands of 
these workers have not been reabsorbed into the ranks of the 
employed. 

2. The effects of the decline in textiles spread to other sectors of 
our economy. Suppliers of equipment and raw materials to the 
textile industry have dibasniod a shrinkage of their markets, and 
there has been displacement of workers in other industries—notably 
the textile machinery industry—as a result of the drop in domestic 
textile production. Thus the cumulative effects upon our economy of 
the decline in textiles are greater than the statistics relating to textile 
production and employment alone would suggest. It is our view 
that the impact of the decline of textiles upon the domestic economy 
is a sufficient reason for the Congress and the Administration to care- 
fully review all public policies which have contributed to this decline, 
and to take the necessary remedial action. 

3. There is an even more compelling reason, however, why it is 
essential for the United States to maintain a certain amount of textile 
capacity and a textile labor force. ‘Textile mill products have a high 
military priority. The Department of Defense has ranked the textile 
industry second only to steel in terms of military essentiality. It 
would be the height of folly in a world where we must realistically 
recognize the necessity for military preparedness—however much we 
hope fer and work toward the elimination of war—to allow the 
domestic textile industry to contract to the point where it could not 
satisfy our basic civilian and military needs in the event of an all-out 
emergency. 

RECOMMENDATIONS 


It is evident from the brief review of postwar trends in the domestic 
textile industry outlined in this report that this industry is faced with 
a number of serious problems. It would not be wise national policy 
to allow conditions in the domestic textile industry to continue to 
deteriorate. Although there may be disagreement over the specific 
equipment and manpower requirements essential for defense purposes, 
there can be no disagreement that it is imperative to siakisaiak wantcior 


for this Nation to maintain sufficient capacity to.satisfy its military 
and civilian needs in the event of a national emergency. One of our 
needs is for good estimates of the equipment and manpower needs in 
the textile industry in the event of an emergency. We have requested 
the Office of Civilian Defense Mobilization to provide the subcom- 
mittee with such estimates which will become part of the permanent 
record of this study. 
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It is also difficult to justify the administration of various policies 
of the Federal Government in such ways that the effects bear far more 
heavily upon one industry than upon others. The members of this 
subcommittee have repeatedly emphasized that they support the 
broad policy objectives of an expanded program of international trade, 
and a soundly administered program of economic aid to friendly 
nations. But it is imperative that such policies be administered in 
ways which will spread the costs over a wider segment of our society 
than has been true in the past. 

' We recognize the complexity of the problem. Every nation of the 
world today is interested in economic development. Because in the 
past higher incomes have been associated with industrialization, 
nations which traditionally have been producers of raw materials are 
now anxious to industrialize. Historically, one of the first industries 
to be established in a country as it begins the process of industrializa- 
tion is the textile industry. Hence throughout the world we have 
witnessed especially during the past few years, a rapid development of 
textile capacity in many countries which formerly imported most or 
all of their textile products. To some extent the new textile produc- 
tion is for domestic consumption. But there has also been a pro- 
nounced shift in the pattern of international trade, and this is nowhere 
more noticeable than in the case of textile products. These develop- 
ments will not come to a sudden stop, and it is entirely likely that 
unless the nations of the free world work together to establish a 
rational and workable pattern of trade there will be further disloca- 
tions. In view of the complexity of the textile problem it is important 
that all interests which might be affected be kept informed of new 
developments in the world textile situation. With this in mind the 
subcommittee recommends: 

1. That a permanent interagency committee be established within 
the Department of Commerce to deal exclusively with textile affairs. 
This committee will serve the function of keeping both the Congress 
and the appropriate executive departments informed of all new textile 
developments and of their probable consequences. It will provide 
liaison between the industry and Government agencies. It will make 
a continuing review of the administration of Federal policies which 
affect the domestic textile industry; it will point out to the appropriate 
agencies the consequences of these policies, and suggest necessary 
changes. The Textile Interagency Committee will indicate areas in 


which there are deficiencies in our knowledge about the textile in- 
dustry, and it will recommend ee to fill these gaps in our 


knowledge. It will meet at regular intervals to review conditions in 
the industry and to suggest appropriate remedial action. 

We recommend that the Remutery of Commerce establish this 
committee to be made up of representatives of the Departments of 
Agriculture, Commerce, Defense, Labor, State, and Treasury. We 
recommend that it also include representatives of the International 
Cooperation Administration; the Office of Civilian Defense Mobiliza- 
tion; and of the Tariff Commission. The Chairman of the Textile 
Interagency Committee should be the Assistant Secretary of Com- 
merce for Domestic Affairs. 

In addition to the Textile Interagency Committee, we recommend 
that there be established an advisory committee to consist of three 
representatives of management, three representatives of textile labor, 
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and three representatives of the public at large. The advisory com- 
mittee would also be appointed by the Secretary of Commerce. 

In addition we recommend that there be appointed at each session 
of Congress a Textile Subcommittee within the Interstate and Foreign 
Commerce Committee to work in close cooperation with the Textile 
Interagency Committee, and the advisory committee, to see that the 
administration of Federal policies which impinge upon the domestic 
textile industry will be in the best interests of the public at large. 

2. There is a need for improvement in the collection and publication 
of statistical data dealing with textile production, sales, inventories, 
and other matters which affect the production and distribution policies 
of the domestic textile industry. Throughout the history of the 
textile industry, production has been highly cyclical. Perhaps fluctua- 
tions in production could be smoothed out to some extent if more 
timely statistical datz were available to permit production to be regu- 
lated more nearly in accordance with the current state of demand for 
textile products. 

We recommend that a program for the collection and analysis of 
such needed data be instituted within the Department of Commerce, 
and that the necessary studies and publication of data be carried out 
under the supervision of the Textile Interagency Committee. 

3. We do not recommend sweeping changes in our foreign trade 

rogram. The policy which our Government expects to follow has 

een spelled out in the recent extension of the Trade Agreements Act. 
But we urge that Government agencies administering this policy 
recognize that the problem of declining employment in the domestic 
textile industry has been aggravated by rising imports and the loss 
of export markets. We do not suggest that our foreign trade policy 
has been the only cause of the loss of textile jobs, but we do point out 
that an industry faced with declining job opportunities feels the im- 
pact of rising imports more than an industry which is expanding its 
output and employment. Thus we recommend that in the admuinis- 
tration of our foreign trade program every effort be made to channel 
imports into those markets which can most easily absorb production 
from abroad, and that an effort be made to avoid further losses to the 
domestic textile industry lest we reach the point where our national 
security would be endangered in the event of a future emergency. 

We recognize that tariff adjustments cannot be used to regulate the 
flow of textile products into this country. Our trade agreements, 
treaties and commitments are based on a “most favored nation” 
policy under which like imports are dutiable at the same rate regardless 
of the country of origin. The wide spread in wage rates and hence 
costs between European and Far Eastern textile producers make it 
impossible to set a tariff duty which would be fair and equitable. 
Therefore we recommend that quotas be established which will permit 
foreign producers of textile products to sell in our markets within 
limits which will not further endanger existing textile capacity. We 
also recommend that quotas be established by specific categories of 
textile products. Although imports constitute a small fraction of 
domestic textile production, thay have been concentrated in a limited 
number of categories with damaging consequences for specific seg- 
ments of the domestic textile industry. "The Textile Interagency 
Committee should assume the responsibility for the determination of 
such quotas in consultation with representatives of the domestic 
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textile industry, and the Textile Advisory Committee. The guiding 
principle to be followed is that imports should be regulated so that the 
distribution of fabrics entering this country is such that no one braneh 
of the domestic textile industry will feel the full impact. 

We recognize that it is not a simple matter to establish quotas on 
imports. We have found it necessary to do so in the case of agri- 
cultural products, however. It was recognized that such quotas 
would be necessary if the agricultural sector of our domestic economy 
were not to suffer extensive curtailment in the face of domestic over- 
production. We find the situation in textile to be very similar. And 
in view of the defense essentiality of the domestic textile industry we 
feel that the only answer to the problem is to regulate the flow of 
foreign textile products into this country. The quotas established 
need not be fixed for all time. As the population of our Nation in- 
creases the demand for textile products will rise, and the growing 
market for textile products can and should be shared by the domestic 
textile industry and by the textile industries of nations friendly to the 
United States. The Textile Interagency Committee would be the 
appropriate agency to periodically review quota arrangements, and 
could suggest necessary adjustments as changes in demand conditions 
occur. 

4. We also recommend that the agencies responsible for the admin- 
istration of our foreign aid program recognize the potential impact 
upon the domestic textile industry of the expansion of textile capacity 
abroad. The entire program of providing financial aid for capital 
expenditures in foreign countries appears to us to require careful 
review. While it would be contrary to our policy to dictate the form 
which such aid could take, it appears to us that it would be entirely 
feasible for the administrators of our foreign aid program to point 
out to receiving countries the economic consequences of further 
expansion of textile capacity at a time when the world textile industry 
appears to be feeling the effects of overcapacity. Some expenditures 
for textile equipment can and should be made if a country is interested 
in establishing a textile industry to raise the level of domestic con- 
sumption. What we suggest is that careful study be made of the 
long-run consequences ok twsthax expansion of world textile capacity 
before additional grants be made to other countries to expand their 
own textile production for the international market. There need be 
no fear of a lack of other investment outlets. And while the textile 
industry is attractive to underdeveloped countries because of the 
large number of jobs created per dollar of investment, there are 
numerous alternative investment opportunities which would provide 
new job opportunities and rising income in those countries. 

5. We recommend more realistic interpretation of the current peril- 
point provision of the Trade Agreements Act and faster action on 
escape-clause cases brought before the Tariff Commission. In the 
past, various public pronouncements have been made that no domestic 
industry will be damaged by our program of expanded foreign trade. 
But segments of the textile industry seeking relief under existing 
provisions have encountered innumerable delays. Such proceedin 
ean be speeded up so that decisions are rendered within a reasonable 
time limit. 
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6. It is evident that the textile industry needs and wishes to have an 
expanded research program. The dilemma facing the industry has 
been how to finance the additional research that is needed in the face of 
dwindling earnings. We recommend that some proportion of custom 
duties collected on textile products entering the United States be used 
to finance research—especially basic research designed to find new end 
uses for textile products, and economic research which would aid the 
industry in planning its future production program. Some of this 
research could be conducted by existing Government agencies. But 
grants could also be made to universities and other research organiza- 
tions capable of effectively assisting the textile industry. There is a 
need, for example, for sound projections of the future industrial and 
consumer demand for textile products; for a well-conceived and 
carefully executed program of market research, and for an expanded 
program of basic research to develop new industrial and consumer 
uses for fibers and fabrics. The Textile Interagency Committee 
mentioned in our first recommendation could be assigned the responsi- 
bility of supervising the program of research activities suggested here. 

7. Depreciation rates now contained in Bulletin F of the Internal 
Revenue Service are obsolete. These rates are based on the assump- 
tion that textile machinery is operated on an average of 2,000 hours 
per year. With three-shift operations, much textile equipment in 
this country is operated at 6,000 hours per year, and the useful life of 
such equipment is correspondingly shortened. The current, long- 
term depreciation rates are hampering investment in an industry 
which must step up its modernization program if it is to remain viable. 
We recommend that at the earliest opportunity the Internal Revenue 
Service publish a revised schedule of depreciation rates taking into 


account current industry practices which would permit a more rapid 
writeoff of new equipment for tax purposes. 

8. We also recommend careful review of the loss carryforward and 
carryback provisions of the Internal Revenue Code. As these now 
stand, — offer inducements to financial speculators to liquidate 

s 


textile mills which could be operated successfully. We recommend 
that the Finance Committee carefully study the relevant provisions 
of the Internal Revenue Code with a view toward revision to protect 
against further abuses under the loss carryforward and carryback 
provisions. 

9. We recommend immediate elimination of the two-price system 
on cotton which adds to the competitive disadvantage of the cotton 
textile industry vis-a-vis foreign producers of cotton textiles who use 
American grown cotton to manufacture textile products sold in our 
markets. If it is not feasible to eliminate the two-price system on 
cotton immediately, we recommend that tariffs on imported cotton 
marco be increased by an amount equal to the difference in cost 

etween foreign produced and domestically produced cotton products 
resulting from the two-price cotton system. If the two-price system 
is to be eliminated gradually, as is envisaged under legislation now in 
effect, we recommend that tariffs be increased immediately to com- 
pensate for differences in cost resulting from the two-price cotton 
system, and that these additions to the tariff be scaled down as the 
price differential to foreign and domestic purchasers of American 
cotton is reduced or eliminated. 
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10. We recommend that the Foreign Assets Control Division of the 
U.S. Treasury Department review its policy regarding the importation 
of partly processed textile fibers such as scoured or dehaired cashmere, 
silk fibers or similar partly processed textile products. 

Our present policy appears discriminatory and contradictory. It 

ermits the importing of finished products manufactured in Western 
aiecen countries from raw materials which originate in countries 
with which we do not now maintain normal trading relationships, but 
denies American manufacturers access to partly processed fibers of the 
same raw materials, from the same Western European countries, at 
the cost of jobs for American workers. 


O 





Calendar No. 


86TH CONGRESS t SENATE \ Report 
Ist Session No. 43 


STUDY OF THE NATIONAL LABOR RELATIONS ACT AND 
THE LABOR-MANAGEMENT RELATIONS ACT 


—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 66} 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 66) authorizing the Committee on Labor and 
Public Welfare to undertake a study of the National Labor Relations 
Act and the Labor-Management Relations Act, and providing addi- 
tional funds therefor, having considered the same, report favorably 
thereon with an amendment, and recommend that the resolution, as 
amended, be agreed to by the Senate. 

This resolution, as amended, would authorize the expenditure of 
$20,000 by the Committee on Labor and Public Welfare, or any duly 
authorized subcommittee thereof, from the date of its approval 
through July 1, 1959— 


to make a full and complete study of the provisions of the 
National Labor Relations Act and the Labor-Management 
Relations Act, 1947, with a view to ascertaining the extent to 
which changes in such acts are desirable. 


At the request of the Committee on Labor and Public Welfare, the 
Committee on Rules and Administration has increased the amount 
requested for the study from $10,000 to $20,000. 

he purposes of the resolution are further explained in a letter to 
Senator Thomas C. Hennings, Jr., chairman of the Committee on 
Rules and Administration, from Senator Lister Hill, chairman of the 
Committee on Labor and Public Welfare, which letter (with accom- 
panying budget) is as follows: 
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MEMORANDUM 
U.S. Senate, 
ComMiTTEE ON LaBor AND Pusiic’ WELFARE, 
January 31, 1959. 
To: Hon. Thomas C. Hennings, Jr., chairman, Committee on Rules 
and Administration. 
niga Hien. Lister Hill, chairman, Committee on Labor and Public 
elfare. 
Re: Senate Resolution 66, authorizing a study of the National Labor 
and Labor-Management Relations Acts. 


The Committee on Labor and Public Welfare has unanimously ap- 
— an original resolution reported to it by the Subcommittee on 
zbor on January 28, 1959. This resolution, Senate Resolution 66, 
is penning before your Committee. 
senate Resolution 66 authorizes the committee to make a full and 
complete study of the provisions of the National Labor Relations Act 
and the Labor-Management Relations Act, 1947, with a view to 
ascertaining the extent to which changes in such acts are desirable, 
It provides that the committee shall report its findings, together with 
such recommendations for legislation it deems advisable, to the Senate 
not later than June 1, 1959.. The sum of $20,000 is authorized for 
committee expenses under the resolution. 

The sole purpose of the proposed resolution is to make it possible 
for the Subcommittee on Labor of the Committee on Labor and Public 
Welfare to secure the services on a per diem basis of a panel of out- 
standing experts in the field of labor law whose task it will be to define 
those areas of existing labor relations law in need of revision, and to 
suggest to the subcommittee specific recommendations to bring about 
such revision. When the panel has completed its work and submitted 
its report to the subcommittee, it is intended that public hearings shall 
begin on pending bills to amend existing labor relations laws. 

It is expected that the panel will meet in Washington on several 
occasions during the next few months, and members of the panel may 
also perform work in connection with their service to the committee 
at other times and places individually or in teams. 

To compensate the members of the panel on a per diem basis for 
their services, and to reimburse them for their expenses during meet- 
ings of the panel in Washington, Senate Resolution 66 would provide 
the sum of $20,000. This sum would also provide secretarial and 
other services needed by the panel. 

A proposed budget is attached hereto. 

In view of the fact that no part of the funds sought under Senate 
Resolution 66 would be used by the committee for the employment of 
additional professional staff personnel, it has not been thought neces- 
sary to indlude any provision for selection of a staff member by the 
minority. I would further call the attention of you and your col- 
leagyes to the fact that the study would be terminated by June 1 of 
this year. 

On behalf of the Committee on Labor and Public Welfare, may I 
earnestly request early action and favorable consideration of Senate 
Resolution 66 by your committee. 

Lister Hi. 
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Budget—Advisory Panel on Labor Law Revision 


Per diem expenses ($12 per diem), 11 panel members, 10 days 
Per diem fees ($45) 20 days, 11 panel members 

Travel expenses (average $100) 6 trips, 11 panel members 
Secretarial and other services 








86TH CoNnGREss } 
1st Session 


PROVIDING ADDITIONAL STAFF AND FUNDS FOR THE 
COMMITTEE ON PUBLIC WORKS 


Fesrvary 4, 1959.—Ordered to be printed 


Mr. HenninGs, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 45] 


The Committee on Rules and Administration to whom was re- 
ferred the resolution (S. Res. 45) authorizing additional temporary 
staff and funds for the Committee on Public Works, having considered 
the same, report favorably thereon without additional amendment, 
me recommend that the resolution, as amended, be agreed to by the 

enate. 

This resolution, as amended, would authorize the expenditure of 
$125,000 by the Committee on Public Works, or any duly authorized 
subcommittee thereof, from February 1, 1959, through January 31, 
1960, to employ on a temporary basis such additional personnel as 
the committee deems advisable to carry out its functions during the 
86th Congress. 

Additional information is contained in the report of the Committee 
on Public Works on Senate Resolution 45 (S. Rept. 11, 86th Cong., 
Ist sess.). The purposes of the resolution are futher detailed in a 
letter to Senator Thomas C. Hennings, Jr., chairman of the Com- 
mittee on Rules and Administration, from Senator Dennis Chavez, 
chairman of the Committee on Public Works, which letter, with ac- 
companying budget, is as follows: 

Untrep States SENATE, 
ComMMITTEE ON Pusiic Works, 
January 27, 1959. 
Hon. Tuomas C. Henninos, Jr., 
Chairman, Committee on Rules and Administration, 
U.S. Senate, Washington, D.C. 

Dear Mr. CuarrMan: From the Committee on Public Works, on 
January 27, 1959, I reported Senate Resolution 45, providing addi- 
tional funds for the use of the committee during the period February 
1, 1959, to January 31, 1960. It is requested that your committee 
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consider the resolution at an,early date, and I respectfully urge that 
the committee report favorably thereon. 

The need for these funds arises from the heavy and increasing work- 
load of the committee relative to legislation under its jurisdiction. 
The Federal-Aid Highway Acts of 1956 and 1958 authorized a $40 
billion program for the construction and improvement of the highways 
of the Nation, to be financed with certain Federal excise taxes on high- 
way users which are placed in the highway trust fund. Those acts 
and other special acts authorized the submission of reports and studies 
to the Congress which are due in the near future. 

In addition, the President in his budget message for fiscal year 1960 
recommended certain legislation affecting.the national highway pro- 
gram. It is necessary that, there be a continuous study of the status 
and progress for financing and expediting completion of this huge pro- 
gram. These studies will -require an-annual review of the program 
and reports by the agencies, inspection of certain areas, investigation 
of ‘any irregularities in prosecution of the program, conferences with 
highway officials and residents, study of the matter of reimbursement 
for cost of toll roads, study of safety problems, and consideration of 
any necessary amendments to the legislation in order to avoid delays 
in the procurement of necessary rights-of-way, equipment, material, 
and manpower needed for orderly prosecution of the program. The 
regular Federal-aid program will be carried forward and will require 
some preparation this year for legislation at the next session of Con- 
gress to attain this result, as well as making provision for apportion- 
ment of funds to the States for fiscal year 1962 on the basis of the 
estimates of costs for completing the Interstate System as submitted 
to the Congress by the Secretary of Commerce. 

An omnibus flood control and river and harbor bill totaling $1.556 
billion for 152 projects, and authorizing the inclusion of storage for 
water supply purposes in Federal reservoirs, was enacted during the 
85th Congress. That act will add to the large backlog of previous! 
authorized projects in the United States and its Territories, and will 
provide for orderly development of the Nation’s water resources and 
contribute in a large measure to the domestic economy of the coun- 
try. Since enactment of the law, 11 favorable reports on proposed 
projects have been transmitted to the Committee, 4 reports are with 
the Bureau of the Budget for review, and 25 reports are with the 
States and Federal agencies for review and comment. Legislation 
has been enacted authorizing the establishment of study commissions 
for river basins in the Southeastern States and in Texas. Prosecu- 
tion of these studies will go forward. Further legislation is necessary 
from time to time to assist in carrying this program forward by au- 
thorizing needed individual projects or increasing basin authoriza- 
tions, The program must be reviewed periodically in order to obtain 
up-to-date appraisals of benefits and costs, to determine the need for 
review and restudy of certain projects, reports, and recommendations, 
and the need for modification of existing projects. The committee 
proposes to spend a limited time in the field inspecting some of these 
projects and holding conferences and hearings with local citizens and 
organizations interested in various features of water resource devel- 
opment. One such field hearing is now scheduled for February 1959. 

Public Law 1018, 84th Congress, amended the Watershed Protec- 
tion and Flood Prevention Act, to provide for its broader use in as- 
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sisting local organizations in carrying out projects for flood-control 
and water supply purposes. Approval of plans for certain projects 
under this act is the responsibility of the Committee on Public Works, 
and will require extensive studies and investigations. 

The Water Pollution Control Act amendments of 1956 authorized 
Federal aid in the conduct and promotion of research, investigation, 
experiments, demonstrations and study for eliminating and improving 
sanitary conditions of surface and underground waters of the United 
States. It also authorizes a 10-year program of Federal grants for 
construction of necessary treatment works for sewage or other wastes 
discharging into any stream. Constant review, study, and inspection 
of these matters by the committee will be necessary. This program 
has been one of the most popular and beneficial programs authorized 
by the committee. Although the President in his budget message 
proposed cessation of this program after 1960, legislation has been 
introduced which would broaden and increase the scope of the pro- 
gram. Legislation has also been introduced which would broaden 
and increase the program for studies in connection with the air pol- 
lution problem. 

The committee approved 150 Federal buildings having an estimated 
aggregate cost of $750 million for prosecution under the Lease- 
Purchase Act of 1954. Authority for approving additional projects 
under that authority has expired. Some of the authorized projects 
are now under construction as lease-purchase projects, and others are 
to be constructed by direct appropriations provided by the last session 
of Congress. Close supervision of the program will be necessary, and 
additional policy established for future provision of Federal buildings, 
either by extension of the Lease-Purchase Act or construction by 
direct appropriations. In either case, project proposals would be 
submitted to the committee for approval. 

Legislation authorizing the Tennessee Valley Authority to finance 
construction of additional power facilities with proceeds obtained from 
sale of revenue bonds passed the Senate during the 85th Congress, 
but did not pass the House. Similar legislation will be introduced at 
this session of Congress, and will require additional review and study 
of proposals advanced, and the prosecution of this large power pro- 
gram. 

Legislation authorizing the establishment of a Columbia River 
Development Corporation to supersede the Bonneville Power Admin- 
istration. for administration, construction, and operation of Federal 
power facilities in the Pacific Northwest, was introduced in the last 
Congress. Hearings on the proposed legislation were held in Wash- 
ington and in the field during recess. The proposed legislation will 
again be introduced during this Congress, and will require further 
hearings and extensive studies and investigations. 

Nomination of members of the Board of Directors of the Tennessee 
Valley Authority, the Mississippi River Commission, the California 
Debris Commission, and the Federal Highway Administrator are 
referred to the committee for recommendation. 

Other matters that will be considered by the Committee on Public 
Works requiring special studies relate to water resources development 
policy; navigation bridge clearances; timber-access roads on forest 
ands; acquisition of lands in reservoir areas; diversion of water from 
Lake Michigan; evaluation of recreational benefits from Federal reser- 
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voirs; cost, sharing on flood control projects; reconstruction of the 
Alaska Highway, and amendments to the highway laws affecting 
Alaska; and buildin and grounds in the District of Columbia. 

A division of the funds requested is as follows: 
Salaries 
Contributions to civil service retirement fund 


Reimbursable payments to agencies 
Travel 


- Stationery 
Communications 
Contingencies 


Your early consideration of Senate Resolution 45 will be greatly 
appreciated. 


Sincerely yours, 


Dennis CHAvEz, 
Chairman, Committee on Public Works; 


Budget 


Gross Monthly 
Position salary 
ber 


STAFF 


Legal and investigative: Chief investigator... 
Editoriahand research: Staff member 
Administrative and clerical: 

Assistant Chief Clerk 

Assistant Clerk (hearing) 

Stenographer 


ane 5; 
88 
Sz 


g| #38 


S38 


Total, staff expense 


z 
s 


: 


ADMINISTRATIVE 


Contribution to civil service retirement fund (644 percent of total salaries paid) 
Reimbursable payments to agencies 

Travel (inclusive of field investigations) 

Hearings (inclusive of reporters’ fees) 

Stationery, office supplies 

Communications (telephone, telegraph) 

Newspapers, magazines, documents 


Subtotal, administrative expense 


Funds requested, 8. Res. 45, $125,000. 
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86TH CoNGRESs } SENATE / Report 
1st Session No. 45 


CONTINUING THE SPECIAL COMMITTEE ON SENATE 
MEMORABILIA 


Fesrvary 4, 1959.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 72} 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 72) extending the time for filing a report by the 
Special Committee on Preservation of Memorabilia of the Senate, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the resolution be agreed to by the Senate. 

Pursuant to Senate Resolution 318 of the 85th Congress, 2d session, 
agreed to on July 28, 1958, a special committee of the Senate was 
established to make a study for the purpose of determining the 
desirability and feasibility of providing an appropriate means of 
preserving selected documents, records, and memorabilia of the 
U.S. Senate having historical significance or value. Senators Ander- 
son, Bennett, Case of South Dakota, Mansfield, and Talmadge have 
been appointed to the special committee. 

This resolution continues the authority of the special committee 
and extends the time by which it shall report the results of its study, 
together with such recommendations as it deems appropriate, to the 
Senate, from February 1, 1959, until April 2, 1959. 


O 
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86TH CoNnGREsS t SENATE Reporr 
1st Session No. 46 


INVESTIGATIONS BY THE COMMITTEE ON INTERIOR 
AND INSULAR AFFAIRS 


Fesrvuary 4, 1959.—Ordered to be printed 


Mr. Hennrinos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 70} 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 70) authorizing certain investigations by the 
Committee on Interior and Insular Affairs, and providing additional 
funds therefor, having considered the same, report favorably thereon 
without amendment, and recommend that the resolution be agreed to 
by the Senate. 

This resolution would authorize the expenditure of $200,000 by the 
Committee on Interior and Insular Affairs, or any duly authorized 
subcommittee thereof, from February 1, 1959 through January 31, 
1960, to examine, investigate, and make a complete study of any and 
all matters pertaining to (1) minerals, materials, and fuels; (2) irriga- 
tion, reclamation, and power development; (3) public lands; (4) In- 
dians; and (5) territories and insular affairs. 

The purposes of the resolution are more fully explained in a letter 
to Senator Thomas C. Hennings, Jr., chairman of the Committee on 
Rules and Administration, from Senator James E. Murray, chairman 
of the Committee on Interior and Insular Affairs, which letter (with 
accompanying budget) is as follows: 


Unitep Srates SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
February 2, 1959. 
Hon. THomas C. HENNINGS, Jr., 
Chairman, Senate Committee on Rules and Administration, 
United States Senate, Washington, D.C. 

My Dear Mr. Cuarrman: I have today reported to the Senate 
Senate Resolution 70 which was approved by this committee unani- 
mously last Friday. The resolution authorizes this committee to 
retain additional staff employees for the purpose of studying matters 
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within the jurisdiction of this committee, and provides $200,000 for 
such purposes. 

Enclosed for your committee’s use is information relating to the 
manner in which we plan to budget the expenditures made under the 
resolution. The committee proposes to retain a total of 14 employ- 
ees—the same number of employees provided for in a similar resolution 
enacted last year. In our budget we are maintaining our request for 
funds for administrative purposes at approximately the same level 
as was established last year. A total of $195,728.17 was appropriated 
for our use last year. The small increase we seek this year is needed 
to provide for slight adjustments in the civil service retirement contri- 
bution and other minor increases for administrative needs. 

As I have pointed out, the resolution was reported from the com- 
mittee unanimously. All members of the committee agreed that 
there was a definite need for the staff members who would be retained 
under the resolution, and there was no objection, whatsoever, to the 
amount of money sought. 

When this legislation is considered by your committee, I would 
appreciate an opportunity to appear personally before you in support 
of the resolution. 

Sincerely yours, 
JaAmMEs E. Murray, Chairman. 


Budget Feb. 1, 1969-Jan. 31, 1960 


ase salary | Gross salary | Monthly Total for 
Number paves annum) | (per annum) salary period of 


STAFF 
Technical: 
Kevimienl staff member 


PHS gennB 
S28 S225 


Consultants, agency reimburse- 
Subtotal, staff expense. 


ADMINISTRATIVE 


Civil service retirement fund contribution 
Travel (field investigations included) 
Hearings (reporters’ fees included) 
Stationery, office supplies 
Communications (telephone, telegraph) 
Newspapers, magazines, documents 
Contingent fund 


S| BSSS555 
lnsseses 


Note,—Funds requested 8S, Res. 70, $200,00. 
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86TH CONGRESS t SENATE Report 
1st Session No. 47 


STUDY OF PROBLEMS OF THE AGED 


Fepruary 4, 1959.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 
|To accompany 8. Res. 65] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 65) authorizing the Committee on Labor and 
Public Welfare to make a comprehensive study of problems of the 
aged, and providing additional funds therefor, having considered the 
same, report favorably thereon without amendment, and recommend 
that the resolution be agreed to by the Senate. 

This resolution would authorize the expenditure of $85,000 by the 
Committee on Labor and Public Welfare, or any duly authorized sub- 
committee thereof, from February 1, 1959, through January 31, 1960— 


to examine, investigate, and make a complete study of any 
and all matters pertaining to the problems of the aging in- 
cluding, but not limited to, (a) a study of the major prob- 
lems of the aged, (6) a study of the existing programs of 
agencies, both public and private, dealing with problems of 
the aged, (c) a study of the present role of the Federal Gov- 
ernment in dealing with canadian of the aged, and (d) astudy 
of any additional Federal programs which should be under- 
taken to help solve the problems of the aged. 


The purposes of the resolution are further explained in a letter to 
Senator Thomas C. Hennings, Jr., chairman of the Committee on 
Rules and Administration, from Senator Lister Hill, chairman of the 
Committee on Labor and Public Welfare, together with a memoran- 
dum from Senator Pat McNamara, chairman of the Subcommittee 
on Problems of the Aging and Aged, which letter and memorandum 
(with accompanying budget) are as follows: 
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MEMORANDUM 


U.S. Senars, 
Committee ON Lasor aNnD Pustic WELFARE, 
January 30, 1959. 
To: Hon. Thomas C. Hennings, Jr., chairman, Committee on Rules 
and Administration. 
From: Hon. Lister Hill, chairman, Committee on Labor and Public 
Welfare. 
Re Senate Resolution 65, authorizing a comprehensive study of the 
problems of the aging. 

The Committee on Labor and Public Welfare in executive session 
on January 27, 1959, unanimously approved Senate Resolution 65, 
authorizing a complete study of any and all matters pertaining to the 

roblems of the aging, including, but not limited to (a) a study of the 
abor problems of the aged, (b) a study of the existing programs of 
the aged, (¢) a study of the present role of the Federal Government in 
dealing with problems of the aged, and (d) a study of any additional 
Federal programs which should be undertaken to help solve the prob- 
lems of the aged. 

It is estimated that in order to carry out the provisions of this 
resolution, the committee will need the sum of $85,000 for the period 
between February 1, 1959, and January 31, 1960. A proposed budget 
is attached to this memorandum. 

For the purpose of implementing this resolution, if it is approved, 
a Subcommittee on the Problems of the Aging and Aged has been 


established under the chairmanship of Senator Pat McNamara, of 


Michigan, The other members of the subcommittee are Senators 
John F. Kennedy, of Massachusetts, Joseph S. Clark, of Pennsylvania, 


Jennings Randolph, of West Virginia, Everett McKinley Dirksen, of 


Illinois, and Barry Goldwater, of Arizona. 

Senator McNamara, chairman of the Subcommittee on the Problems 
of the Aging and Aged, in presenting the resolution to the committee, 
set forth in a memorandum the reasons for the proposed study. A 
copy of Senator McNamara’s memorandum is attached hereto. The 
members of the committee were deeply impressed by the facts and 
figures set forth in Senator McNamara’s memorandum and were in 
unanimous agreement that the study proposed should be undertaken. 

Senator McNamara called attention to the fact that in 1955 the 
number of Americans aged 65 years was more than 15 million, and 
he pointed out that by 1975 more than 20 million of our citizens will 
be over 65 years of age. He further stated that in more than half of 
= States at least 8 percent of the population is 65 years of age or 
older. 

Senator McNamara’s memorandum also called attention to the 
“poverty which evidently accompanies the aging process,” and cited 
statistics collected by this committee showing that in 1954 one-half 
of all families whose head was over 65 had a cash income of less than 
$2,000 a year, and that two-thirds of individuals over 65, living alone 
or with nonrelatives, had a cash income of less than $1,000 annually. 
He also laid stress on the inadequate medical care for the aging, and 
the problems of unemployment, proper housing, and diet. 
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In its conduct of the proposed study, the Subcommittee on the 
Problems of the Aging and Aged plans to (1) invite to the Capitol 
a number of recognized authorities in the field to constitute a panel 
which will assist the subcommittee in laying down guidelines for the 
study; (2) to invite officials of the Federal agencies concerned with 
the welfare of older citizens to testify at public hearings; (3) to ask 
representatives of other organizations, public and private, to give 
testimony before the subcommittee; and (4) to hold a number of 
hearings in selected communities throughout the country where con- 
ditions are representative of the problems o7 the aging and aged. 

Senate Resolution 65 has provisions for the selection of one member 
of the staff of the subcommittee by the minority. The resolution 
also provides that the committee shall report its findings and such 
recommendations as it deems advisable not later than January 31, 
1960. 

I wish to assure you and your colleagues that the budget for the 
proposed study has been drawn up carefully and conservatively. As. 
is indicated by the committee print published by the Senate Com- 
mittee on Rules and Administration entitled “Funds Authorized and 
Expended by Senate Committees for Inquiries and Investigations,” 
page 10, the record of the Committee on Labor and Public Welfare 
in expenditures of funds authorized during the 83d, 84th, and 85th 
Congresses, should be a warranty that the funds requested under 
Senate Resolution 65 will be wisely administered. 

On behalf of the Committee on Labor and Public Welfare, may 
I express the hope that your committee will be able to give early 
consideration and take favorable action on this resolution. 


Lister Hui. 


MEMORANDTM 


To: The chairman and members of the Senate Labor and Publie 
Welfare Committee. 

From: Senator Pat McNamara. 

Subject: Subcommittee on Problems of the Aged and Aging. 

The statistical evidence pointing to the growing severity of the 
problems of the aged are common knowledge to the members of this 
committee. The first, and most significant information is that 
relating to the rapid growth of our aged population. 

Where in 1900 there were 3 million persons over 65, the number 
over 65 in 1955 was more than 14 million. By 1975, more than 20 
million Americans will be over 65. At present, in over half of our 
States at least 8 percent of the population is over 65. 

Compounding the problems created by this increasing percentage 
of aged is the poverty which evidently accompanies the aging process. 
Statistics compiled by this committee demonstrate that in 1954, one- 
half of all families whose head was over 65 had a cash income of Jess 
than $2,000. In that same year, two-thirds of the individuals over 
- living alone or with nonrelatives had a cash income of less than 

000. 

Each of us on this committee has become quite aware, through our 
mail and through meetings with our constituents of the human prob- 
lems which are the result of the figures just quoted. 
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In this day of inflation and administered prices, the incomes which 
I have cited above are self-evidently insufficient to provide even the 
bare necessities of life for the families involved. 

Adequate medical care is an impossibility. Proper housing, diet 
and clothing are almost equally hopeless. Employment, except for 
some forms which border on outright exploitation, is out of the question 
for most. 

Accompanying each of these hard facts of difficult physical survival 
are the many Shee to the hearts and souls of these people. A life 
of dignity can hardly be lived in the kind of housing which these 
incomes can purchase. Men and women who have contributed so 
much to our Nation should not have to finish their lives in the ano- 
nymity and despair which inevitably accompany such poverty. 

It should be emphasized that problems of the aged are not related 
only to the indigent. A large number of our citizens over 65 who do 
have a somewhat more adequate income still face many difficult 
challenges in their later years. They, like their less fortunate neigh- 
bors, abe are obaoutni about continuing to make a contribution. 
They also have leisure time which they wish to fill with some satis- 
fying occupation. A recent article in the Reader’s Digest pointed 
up these problems as they related to a retired college professor, and 
I believe the article would be of value to all who are concerned with 
these questions. 

There is no simple answer to any of these problems. The solutions 
that have been offered are legion. The record of this Congress, for 
the past two decades, contains almost countless proposals for each and 
every one of the problems we have discussed. 

Many of the members of this committee have offered solutions 
which are sound, practical, and humanitarian. But because they have 
been offered as a few among many, they have been lost in the legis- 
lative byways along with most of their companion measures. 

The great prestige of this committee, and its chairman, can be an 
effective instrument for achievement in this area. A thorough and 
complete study by the committee, using the best men and women in 
the field, can perhaps result in recommendations capable of enact- 
ment. 

That is why I have offered the following resolution. I should like 
to outline what I think would be the work of a Subcommittee on the 
a and Aging, if it is created by the committee and approved by the 

enate. 

The following questions should be asked: 

1. What are the major problems of the aged? 

2. How well are existing agencies, private and public, providing 
solutions for those problems? 

3. Specifically, is the role of the Federal Government, as now 
practiced, adequate, or is there a need for additional action? 

4. Are there new ideas in this field of which the public or public 
officials are not aware, which could, if effected, yield greater 
success? 

5. Are the fiscal implications of otherwise sound proposals such 
that they can be reasonably accepted by Congress? 

These, in general, would be the major areas of investigation, There 
are obviously a large number of precise questions which will have to 
be asked under each, 
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The first order of buginess for the subcommittee would be a series 
of hearings in Washington. First, we would like to obtain the views 
of a elie of recognized authorities in the field of the aged. They 
would be brought to Washington to comprise a panel which could 
proceed on an informal briefing session for members of the subcom- 
mittee. 

Second, officials of the Federal agencies concerned with our older 
citizens would be heard. 

Third, representatives of organizations, private and public, simi- 
larly concerned and based in Washington, would be asked to appear. 

ourth, a number of hearings would be held in selected communities 
throughout the country. These communities would be selected in 
the degree to which they are representative of the problems of the 
aging. We would seek to select on the basis of geography; on the 
concentration. of aged within the local population; on the problems 
represented by rural aged as contrasted to the urban industrial aged; 
and on other appropriate criteria. 

Fifth, whatever complementary hearings necessary would be held 
in Washington prior to the submission of the subcommittee report. | 

It is anticipated that such a subcommittee would require an able 
and dedicated staff of its own, so as not to put an additional burden 
on the already busy staff of the full: committee. ve 

The budget which has been submitted contains a breakdown of the 
several positions which are proposed. A staff director would be 
appointed who would supervise ‘the work of the subcommittee in 
arranging hearings both in Washington and abroad; prepare the 
information which would go out to interested organizations and 
persons; supervise the preparation of reports and recommendations; 
and, in general, carry out whatever policies are established by the 
members of the subcommittee. 

In accordance with the procedures established by the Senate Rules 
Committee, provision has been made for the appointment of a minority 
staff member. 

The third position will be filled by a research director who will have 
primary responsibility for the initial preparation of all material dis- 
tributed by the subcommittee; the collating of the information and 
data obtained in hearings; and the initial preparation of the report of 
the subcommittee. 

Clerical help will be provided for these staff members. 

In addition, the most knowledgeable people in this field should be 
utilized at every opportunity. Funds are provided for consultant fees 
and expenses, as are funds for experts who will be asked to comprise 
the panel which will begin the hearings. 
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Calendar No. 


SENATE { Report 
No. 48 


INVESTIGATION OF THE TEXTILE INDUSTRY OF 
THE UNITED STATES 


Frsrvuary 4, 1959.—Ordered to be printed 


Mr. Hennina@s, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 50} 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 50) authorizing the continuation of an investi- 
gation of the textile industry of the United States, and providing 
additional funds therefor, having considered the same, report favor- 
ably thereon without amendment, and recommend that the resolution 
be agreed to by the Senate. 

This resolution would authorize the expenditure of not to exceed 
$2,500 by the Committee on Interstate and Foreign Commerce from 
February 1, 1959, through March 31, 1959, to conclude its investiga- 
tion of the factors affecting commerce and production in the textile 
industry of the United States, which was initiated pursuant to Senate 
Resolution 287 of the 85th Congress, 2d session, agree’ to May 6, 
1958. 

The purposes of this resolution are more fully detailed in a letter 
to Senator Thomas C. Hennings, Jr., chairman of the Committee on 
Rules and Administration, from Senator Warren G. Magnuson, chair- 
man of the Committee on Interstate and Foreign Commerce, which 
letter is as follows: 


U.S. Senate, 
Commirree ON INTERSTATE AND ForeIGN COMMERCE, 
January 28; 1959. 
Hon. THomas C. HENNINGs, Jr., 
Chairman, Committee on Rules and Administration, U.S. Senate, 
Washington, D.C. 

Dear Mr. Cuairman: Senate Resolution 50, now before your 
committee for consideration and action, would authorize the Com- 
mittee on Interstate and Foreign Commerce to spend not more than 
$2,500 between February 1 and March 31, 1959, upon a study of all 

84008 
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factors affecting commerce and production in the textile industry of 
the United States. 

Pursuant to section 102(j) of the Legislative Reorganization Act 
the Committee on Interstate and Foreign Commerce has general 
ees over interstate and foreign commerce. It is a recognized 
act that the entire domestic textile industry has been in a depressed 
and declining condition for several years. Many factors have been 
advanced as the causes of the decline, but there has never been an 
exhaustive and definitive study to clearly establish the nature of the 
industry problems in order to form a basis for corrective action. 

Inasmuch as the textile industry is clearly involved in both inter- 
state and foreign commerce, the Senate Interstate and Foreign Com- 
merce Committee believés that it has the prime responsibility for 
ascertaining the nature of the industry’s problems. 

It was because of the foregoing that last year we requested, and 
both your committee and the Senate approved, funds in the amount 
of $25,000 for a textile inquiry. Pursuant to Senate Resolution 287, 
85th Congress, the special subcommittee, headed by Senator Pastore, 
held hearings in Washington, D.C., Providence, R.I., Hartford, 
Conn., Concord, N.H:, Clemson, S.C., Charlotte, N.C., and New 
York City. Over 200 witnesses were heard. 

The subcommittee has not exhausted its funds, but is running out 
of time. Of the $25,000 authorized last year, approximately $17,000 
is unused and will be returned. The work is nearing completion, but 
additional time after January 31, 1959, together with available funds, 
will be needed.. The $2,500 requested by this reso ution will enable 
us to complete the work. 

We do not contemplate: hiring staff, but will continue the employ- 
ment of the special consultant until the report is completed and 


approved. Accordingly, no budget is attached. 
e believe this to be a modest request, both as to time and money, 
and urge your approval, 
incerely yours, 


Warren G. Macnuson, Chairman. 


O 
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86TH CoNGREsS } { Report 
1st Session No; 49 


AMENDMENTS TO THE FEDERAL AIRPORT ACT 


Fesrvary 5, 1959.—Ordered to be printed 


Mr. Monroney, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


together with 
INDIVIDUAL AND MINORITY VIEWS 


[To accompany §. 1) 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1) to amend the Federal Airport Act in order to 
extend the time for making grants under the provisions of such act, 
and for other purposes, having considered the same, report favorabl 
thereon with amendments and recommend that the bill, as amended, 
do pass. 

PURPOSE OF THE BILL 


The Federal Airport Act, which authorizes the obligation of $63 
million annually on a matching fund basis expires at the close of the 
present fiscal year, June 30, 1959. 

The purpose of the bill is (1) to extend the act through fiscal year 
1964 at an increased level of $100 million annually; (2) to provide a 
separate, special fund of $65 million for immediate discretionary allo- 
cation on a matching fund basis, effective on the enactment of this 
bill; (3) to eliminate parking lots, restaurants, bars, cocktail lounges, 
and other concession areas in terminal buildings from eligibility for 
Federal matching funds under the provisions of the act; (4) to provide 
Federal assistance on a matching fund basis to certain small airports 
for the sealing and filling of joints on runway pavements; (5) to re- 
quire publication by January 1 each year of the proposed program of 
airport development for the next fiscal year; (6) to provide for the 
advance consent of the Congress to compacts between the States for 
the purpose of developing and operating airport facilities; (7) to pro- 
vide that Federal funds alloca to a State under the apportionment 
formula which are unused for 2 fiseal years shall become available for 
discretionary allocation by the Administrator. 
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ADMINISTRATIVE, JURISDICTION 


When the Federal Airport Act was originally enacted and ap- 
proved in 1946 (Public Law 377, 79th Cong., 60 Stat. 170), its ad- 
ministration was entrusted to the Secretary of Commerce. Its 
stated purpose was— 


* * * to bring about, in conformity with the national air- 
port plan prepared and from time to time revised as provided 
m this Act, the establishment of a Nation-wide system of 
public airports adequate to meet the present and future needs 
of civil aeronautics * * *. 


In 1958, under. the provisions of the Federal Aviation Act of 1958, 
the Congress transferred the duties and functions of the Secretary of 
Commerce as to the administration of the Federal Airport Act to the 
Administrator of the newly created Federal Aviation Agency which 
came into being on January 1,.1959. Accordingly, Federal responsi- 
bility for airport development will be discharged by the Administrator 
of the Federal Aviation Agency. 



















COMMITTEE ACTION 


The Aviation Subcommittee conducted hearings on the bill together 
with the administration’s bill (S. 674) on January 22, 23, and 26. 
The committee received testimony from— 
Senator John J. Sparkman of Alabama 
Senator Ralph Yarborough of Texas 
Senator Jennings Randolph of West Virginia 
Senator E. L. Bartlett of Alaska 
Senator Robert C. Byrd of West Virginia 
Senator Ernest Gruening of Alaska 
Congressman Ken Hechler of West Virginia 
Hon. Elwood R. Quesada, Administrator, Federal Aviation 
Agency 
Hon. James T. Pyle, Deputy Administrator, Federal Aviation 
Agency 
Mayor Joseph E. Dillon of St. Paul, Minn., chairman of the Air- 
port Legislative Committee of the U.S. Conference of Mayors 
Mayor William B. Hartsfield of Atlanta, Ga., member of the 
executive committee of the U.S. Conference of Mayors, and 
chairman of the Airport Committee of the American Munici- 
pal Association, representing both organizations. 
Mayor James L. Maxwell of Tulsa, Okla. 
Mayor Norris Poulson of Los Angeles, Calif., president of the 
S. Conference of Mayors 
Mr. Joseph P. Adams, executive director and general counsel, 
Association of Local and Territorial Airlines. 
Mr. Lester C, Andrews, assistant director, Michigan Department 
of Aeronautics : 
Mr. Don Belding, president, Board of Airport Commissioners of 
Los Angeles 
Mr. Thomas E. Burnard, executive vice president, Airport 
Operators Council 
Mr. George A. Carter, president, Airport Division, American 
Roadbuilders Association 
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Mr. Richard J. Coffee, representing the National Association of 
County Officials 

Mr. George DeMent, vice president of the Airport Operators 
Council and director of public works, City of Chicago 

Mr. Charles W. Duke; director, Aviation Board, City of New 


Orleans 

Mr. J. Donald Durand, assistant general council, Air Transport 
Association 

Mr. Thomas K. Jordan, vice president, Airport Division, Ameri- 
can Roadbuilders Association and. director, Wisconsin State 
Aeronautics Commission 

“a Henry P. Julliard; deputy director of airports, Louisiville, 


Mr. William K. Lawton, executive director, National Business 
Aircraft Association 

Mr. A. B. McMullen, executive director, National Association of 
State Aviation officials 

Mr. Charles A. Parker, executive director, National Aviation 
Trades Association 

_ ane Rogers, general counsel, Airport Authority, Tulsa, 


a. 
Capt. J. D. Smith, representing the Airline Pilots Association 
Mr. Morey L. Sear, special counsel, Aviation Board, City of New 
Orleans 
Mr. Cyril C. Thompson, representing the Aircraft Owners & 
Pilots Association 
All of these witnesses, except E. R. Quesada, Administrator of the 
Federal Aviation Agency, endorsed the bill and urged its enactment. 
Additional statements and communications in support of the bill 
were filed by— 
Senator William Langer, of North Dakota 
Senator Hubert H. Humphrey, of Minnesota 
Senator Richard L. Neuberger, of Oregon 
Senator J. W. Fulbright, of Arkansas 
Senator Mike Mansfield, of Montana 
Congressman Cleveland M. Bailey, of West Virginia 
Congressman John M. Slack, Jr., of West Virginia 
Mr. George D. Riley, representing the American Federation of 
Labor and Congress of Industrial Organizations 


SECTION-BY-SECTION ANALYSIS 


Section 1 of the bill extends the authority to obligate Federal funds 
for airport projects in the continental United States for 5 additional 
years ( years 1960 through 1964), in the amount of $95 million 
annually. 

Seetion 2 of the bill extends the authority to obligate Federal funds 
for airport projects in the State of Alaska, and in Hawaii, Puerto Rico, 
and the Virgin Islands for 5 additional years (fiscal years 1960 through 
1964), in the amount of $5 million annually. anda 

Section 3 of the bill authorizes discretionary obligation of an addi- 
tional $65 million, with the authority effective upon enactment of the 
bill and continuing until this amount is obligated. These discretion- 
ary funds are not required to be apportioned among the States in any 


specific ratio. 
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Section 4 of the bill makes a technical amendment to the act to 
authorize appropriations for the obligation authority granted in 
section 3. 

Section 5 of the bill prohibits grant of Federal funds for acquisition 
or construction of any oo of an airport project intended for use as a 
parking lot, bar, hotel, or similar concession. It also permits the 
Administrator, in his discretion, to refuse Federal funds for any item 
which is not essential to the welfare and safety of the traveling public, 

Section 6 of the bill permits grants of Federal funds, on a matching 
basis, for the periodic seal-coating or filling of joints in airport pave- 
ments at small airports which do not generate sufficient traffic to 
warrant installation of a traffic control tower. 

Section 7 of the bill requires that the Administrator publish by 
January 1 the proposed airport program for the forthcoming fiscal 


year. 

Section 8 of the bill provides that funds allocated to a State which 
are not used within 2 fiscal years shall be added to the Administrator’s 
discretionary funds. 

Section 9 of the bill gives the advance consent of Congress to agree- 
a between States for the development and operation of airport 

acilities. 

Sections 10 and 11 of the bill make certain technical amendments in 
the act to permit the State of Alaska to participate in the airport 
program on the same basis as it did prior to statehood, thus permitting 
a Federal contribution of up to 75 percent of the cost of a project. 


ACTION IN THE 85TH CONGRESS 


During the 2d session of the 85th Congress in May 1958, this com- 
mittee recommended the enactment of a similar bill, S. 3502, which 
proposed to continue the Federal Airport Act at an increased level of 
$100 million through fiseal year 1963 (S. Rept. 1556, 85th Cong., 
2d sess.). That bill also provided for a special fund of $75 million for 
discretionary allocation in fiscal year 1959. The only opposition to it 
was expressed by the Under Secretary of Commerce for Transportation. 
On May 14, 1958, the Senate approved the bill, S. 3502, without a 
dissenting vote. After further hearings were conducted by the House 
Committee on Interstate and Foreign Commerce, some changes were 
made in the bill by the House in which the Senate concurred and it was 
forwarded to the President for approval in the closing days of the 
85th Congress. 

The President withheld approval of S. 3502 and on September 2, 
1958, issued a memorandum of disapproval in which he stated in 
pertinent part: 


Now, however, I am convinced that the time has come for 
the Federal Government to begin an orderly withdrawal 
from the airport grant program * * * I recognize that 
there will doubtless be a transitional period during which the 
Federal Government will be required to provide aid to urgent 
airport projects which are essential to an adequate national 
aviation facilities system and which cannot be completed 
in any other way, * * * At the next session of the Con- 
gress the administration will recommend a transitional pro- 
gram to provide aid for the construction of urgent airport 
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ae that are essential to an adequate national aviation 
acilities system. 


In his budget message for 1960, delivered to the Congress on January 
19, 1959, the President disclosed the broad outline of the proposed 
program for orderly withdrawal as one which would provide $65 
million of new obligation authority in fiscal year 1960 with declining 
amounts of $55 million, $45 million, and $35 million in each of the 
following 3 fiscal years. 

On January 21, 1959, a draft bill to accomplish the administration’s 
proposal was forwarded to the committee and was made part of the 
record of the hearings. It was introduced by request on January 23 
as 5. 674. 

Except for Mr. E. R. Quesada, Administrator of the Federal Avia- 
tion Agency, no witness appeared before the committee in support of 
S. 674. Two communications endorsing it in general terins were 
received by the committee following the close of the hearings from the 
Association of American Railroads and the American Farm Bureau 
and appear in the record of the hearings. 


BACKGROUND OF THE FEDERAL AIRPORT ACT 


As noted, the Federal Airport Act was first enacted in 1946 for the 
purpose of assisting in the development.and establishment of a nation- 
wide system of airports adequate to meet the present and future needs 
of civil aeronautics. A national plan for the development of public 
airports in the United States, its Territories and possessions, was 
directed to be prepared annually. 


Federal funds in a total amount of $520 million were authorized to 
be granted to State and local authorities for the development of public 
airports over a period of 7 fiseal years beginning with the fiscal year 
ending June 30, 1947. The apportionment formula, based on popula- 
tion and area, which had been used in the administration of the Federal 
highway program was adapted to the airport program. Seventy-five 

ercent of the Federal funds ecabanased cee the provisions of the 
ederal Airport Act was allocated to the States by this formula. 
The remaining 25 percent was authorized to be allocated on a dis- 
eretionary basis without regard to State boundaries. The original 
act provided that the amount to be authorized, or appropriated, io 
any. single fiscal year could not exceed the sum of $100 million. 
he authorization under the original act expired June 30, 1953. 
Because of the time required for the development of sound airport 
projects by State and local authorities, the act was amended in 1950 
so as to extend the period of availability of authorized funds to June 
30, 1958 (64 Stat. 1071). 

While the program was initiated for the first full fiscal year of 1947 
with an appropriation of $45 million, annual appropriations thereafter 
declined until fiscal year 1954 when no funds whatever were appropri- 
ated. It appears that early in 1953 the Secretary of Commerce 
decided that no further funds should be requested for the program 
until a complete study had been deceased in order to determine 
whether there was a definite need for continuing Federal assistance 
in the development of a nationwide system of public airports. The 
Secretary appointed a study group which late in 1953 recommended 
that the Federal Government should continue its participation in the 
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development of public airports to serve civil aviation (S. Doc. No. 95 
83d Cong., 2d sess.). As a result, the airport program was renew 
by an appropriation of $22 million in the Supplemental Appropriations 
Act of 1955 (Public Law 63, 83d Cong.). 

This completely unsatisfactory record of annual appropriations, 
which kept local authorities in a state of uncertainty from one year to 
another as to the intention of the Federal Government, led the 
Congress to amend the basic act in 1955 so as to authorize a definite 
amount of $63 million for obligation in each of the fiscal years 1956, 
‘1957, 1958, and 1959 and to remain available until expended (Public 
Law 211, 84th Cong.). 

It is important to observe that approp iations to date have not 
equaled the $520 million goal established ber original act in 1946. 
In fact, if the program were to terminate at the close of fiscal year 1959 
the total amount obligated, or remaining to be obligated, would f 
short of the 1946 goal by some $54 million. The funds made avail- 
able for obligation and actually obligated from fiscal year 1947 through 


— inclusive, under existing law, are set forth in the following 
chart: 


Net project funds available for obligation, grant agreements, and cash expenditures, 
by fiscal years, 1947-659 
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Source: Federal Aviation Agency. 


It will also be seen from the foregoing table that the total of grant 
agreements under the program is more than the actual expenditures of 
the Federal Government to date, which total only $314.8 million from 
the beginning of the program through fiscal year 1959. 


NEED FOR EXTENSION OF THE ACT 


The need and desirability of continuing a program of Federal assist- 
ance to State and local authorities, on a matching fund basis, for the 
development of an adequate system of public airports is almost self- 
evident. Air transportation has become a principal means of inter- 
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state commerce for persons, freight, and mail, carrying more passen- 
gers than railroads and transatlantic steamships. Since the enactment 
of the Federal a Act in 1946 there has been an explosive growth 
of air commerce of all kinds which already overtaxes airport facilities, 
not only because of increased numbers of active aircraft but also be- 
cause of their speed, weight, design, and capacity. 

Since 1946 the total number of civil aircraft has increased from 
10,000 to 67,153. Sinee 1946 the number of airborne passengers has 
qnedragien from 12 million to approximately 50 million. 

Significantly, the greatest. growth in civil aviation has been in 
general aviation, which excludes commercial air carriers. Thousands 
of business organizations and individuals have come to depend on air 
travel. Today business ee ha own and operate more than 26,000 
aircraft, which now range from single-engine aircraft to DC-—3’s 
turbo-prop Viscounts and F-27’s, and which will soon be supplemented 
by jet aircraft. The National Business Aircraft Association, repre- 
senting the business aircraft fleet, emphasized that “the business 
community of the United States is directly affected by the existence 
of a sound airport development and modernization program” and 
unhesitatingly stated to this committee that “we urge that Senate 
bill 1 be given favorable consideration * * * within the earliest 
possible time * * *.” 

Today the general aviation fleet—including these business air- 
craft—exceeds 65,000 aircraft and according to a forecast made by 
the Civil Aeronautics Administration will grow to 89,000 by 1965, 
and to 107,000 by 1970. 

The same forecast indicates that airborne passengers carried by our 
commercial air fleets will increase to 66 million by 1960, 93 million by 
1965, and 118 million by 1970. 

Airfreight quadrupled in volume during the period from 1946 to 
1957. The CAA predicted that aircargo traffic will increase to 600 
million ton-miles by 1960, and to 1.6 billion ton-miles by 1970. It is 
quite obvious from this forecast that airfreight is still in its infancy. 

Such an increased volume of airline and general aviation traffic 
necessarily results in a tremendous increase of arrivals and departures 
at airports through which will flow more and more of this Nation’s 
interstate travel and commerce. Obviously, therefore, airport capac- 
ity must be kept in balance with the phenomenal growth in the use of 
our Federal airways. 

The importance and essentiality of adequate airport facilities has 
been canphasizad, in the past, by several special Presidential study 
Frours. For example, in June 1595 the President’s Commission on 

ntergovernmental Relations made a monumental report, one section 
of which dealt exclusively with airports. This Commission recom- 
mended that the Federal-aid airport program be continued because 
of considerations of both interstate commerce and national defense 
which require the active and continuing iperict ation of the National 


Government in airport. development. at Commission stated in 
pertinent part: 


Termination of the Federal-aid program in favor of a 
system relying entirely upon State and local financing would 
not be in the national interest or in the interest of most 
State and local governments. A collection of individual 
State programs would not guarantee the maintenance of a 
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national system of adequate public airports dovetailed to 
the needs of interstate commerce and national defense. 
Furthermore, the device of Federal grants-in-aid facilitates 
central control of airport design, thus contributing to the 
safety of civil aviation. In addition, the National Gov- 
ernment enjoys free landing rights for military aircraft on 
airports federally assisted. Occasionally this arrangement 
makes it unnecessary to build additional military airfields. 


Again, in 1957, in a special report to the President on aviation 
facilities planning, Mr. Edward P. Curtis stated: 


Airports are an integral part of the system of aviation 
facilities. However, unlike other elements of the system 
airports are designed, built, financed, and operated by loca 
authorities. The increase in overall traffic will require a 
modernization of airports and an increase in their numbers, 
This imposes the necessity for coordinated national and local 
effort to insure that airports do not become a neglected 
element of the system, and thus be a future bottleneck. 


As was stated last year, the committee is convinced that the capital 
investment required to bring airport facilities up to the present and 
future air transportation needs of this Nation is far beyond the 
financial capacity and capabilities of local communities without 
continued effective assistance and encouragement from the Federal 
Government. 

The principal source of funds for airport construction by State and 
local authorities is from bond issues, which in turn depend upon the 
taxing authority of the local governments. Many of these govern- 
ments are extended to the limit of their resources. In most instances, 
these issues are general obligation bonds and the revenues derived 
from the airport are sufficient only to pay operating costs and debt 
service. In some situations, such as that of the city of Tulsa, bond 
issues have been authorized by the local voters in reliance upon 
continuing support and assistance from the Federal Government 
under the provisions of the Federal Airport Act. 

Airports are not wholly local assets but are also national assets 
serving as vital and necessary links in the interstate flow of goods an 
passengers, in our foreign trade, in the discharge of the Federal 
responsibility for the carriage of mail, and as active or standby facili- 
ties for military use. As stated to the committee by the Honorable 
Joseph E. Dillon, mayor of St. Paul, speaking on behalf of the United 
States Conference of Mayors: 


As mayors, we in the conference are well aware that the 
problem of airports is a national problem. I do not say this 
to shirk local responsibility. On the contrary, we accept the 
local responsibility and are here today to urge the Congress 
to accept the national responsibility. We support the con- 
tinuing of the Federal-aid airport program on a 50-50 
matching basis. 





AMENDMENTS TO THE FEDERAL AIRPORT ACT 9 


The necessity of an integrated system of adequate public airvorts for 
Federal purposes was succinctly stated as long ago as 1952 by General 
Doolittle in a special report to the President: 


No airport exists by itself, and the usefulness of each de- 
nds upon the quality of its neighbor. Fundamental to 
U.S. air transportation is a well-integrated system of airports 
which provide adequate facilities both at origination and 
destination points. 
Use of airports by all types of traffic 

The committee notes that there is an opinion expressed in some 
quarters that civil airports are maintained solely for the benefit of our 
commercial aviation fleet. 

A recent official publication of the Civil Aeronautics Administration 
completely discredits such an erroneous notion. This report indicates 
that at the 196 civil airports in the United States at which CAA traffic 
control towers are located, the following record of aircraft operations 
(or airport use) is found: 


Number of | Pereent of 
Operations | total opera 
tions 


Source: CAA publication “ Federal Airway Air Traffic Activity, Fiscal Year 1958.” 


While it is reasonable to assume that commercial aviation generates 
most of the passenger arrivals and departures at many airports, such 
is not necessarily true in every case. 

Speaking for an organization representing approximately 75,000 
rivate pilots, Mr. Cyril C. Thompson of the Aircraft Owners and 
ilots Association submitted the following impressive testimony to the 

committee: 


The Government does not know today whether the general 
aviation aircraft fleet (private, business, and air taxi) 
exceeded the scheduled airline fleet in the number of people 
transported in the United States during the past year. The 
Department of Commerce did not undertake the gathering of 
statistics on this important subject when CAA was in that 
Department. The tabulation below is an estimate comparing 
airline and general aviation activity at six cities in the 
100,000-200,000 population class. The estimate is based on 
a few sampling surveys. The figures tend to indicate that 
general aviation’s traffic volume today may be the highest of 
any element in the Nation’s air transportation picture. [Italie 
supplied.] 
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Comparison of airline and aviation activity at 6 cities in 
100,000-206 000 ponalation class 


(These figures show that general aviation far outnumber airline opera- 
tions at each airport and that total substantial, sometimes exceeding the 
number of uled air carriers. The general aviation 
passenger = are estimates ng surveys. The Federal Government has 
never provided data from all nm actual count of general aviation operations 
or people carried in and out, T is urgent need for official statistics.) 


DEFENSE AND POSTAL CONSIDERATIONS 


Airports cannot be considered solely as vital links in our commercial 
transportation system. 

Airports occupy an important and intimate relationship to the ex- 
clusive Federal responsibility for the defense of the United States and 
the conduct and maintenance of our national postal system. 

During World War II, 429 civil airports had been turned over to 
the Army and Navy by the end of the first quarter of 1945. Accord- 
ing to testimony given the committee, a survey made as of June 30 
1957, indicated there were 237 civil airports that were being used 
jointly by civil and military aircraft. Thus, in addition to the emer- 

ney value of civil airports there is day-to-day utilization of them 
e components of our Military Establishment. In this regard, the 
committee was impressed by the fact that the Air Force Association 
during its 12th annual national convention, in September 1958: 
adopted the following resolution: 


9. Federal aid to airports 


Whereas the Federal aid airport program expires June 30, 
1959; and 

Whereas a continued program for the modernization and 
expansion of the civil airport system of this country is essen- 
tial to keep pace with developments in the design and opera- 
tion of aircraft, the increased volume of air traffic, and 
planned improvements in air navigation facilities and air- 
ways traffic control; and 

Whereas a long-range, well-planned airport development 
program, like the highway program, contributes both directly 
and indirectly to the communication and transportation 
facilities of the Nation, the economic and cultural welfare, 
and the national defense; and 

Whereas the Federal aid airport program as authorized by 
Congress benefits the Nation as a whole and is not limited 
to any particular community or State, or to any type of class 
of public airport, thereby benefiting all types of aircraft 
operators or users, and all citizens of the United States; and 
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Whereas the optimum utility of all aircraft and. the benefits 
all citizens of the United States derive from air transporta- 
tion are directly dependent on the number of communities 
having adequate airport facilities: Therefore 

Resolved, That this association respectfully requests and 
urges the ident and the Congress of the United States: 

1. To enact legislation extending the Federal aid air- 
port program to at least June 30, 1963, and 

2. To authorize the expenditure of at least $100 mil- 
lion during each ome of the program to efficiently and 
effectively carry forward this important development. 


Moreover, it is important to observe that section 11(4) of the 
Federal Airport Act requires as a condition precedent that local 
sponsors guarantee in writing that— 


All the facilities of the airport developed with Federal aid 
and all those usable for the landing and takeoff of aircraft, will 
be available to the United States for use by military and 
naval aircraft in common with other aircraft at all times 
without charge, except, if the use. by, military and naval 
aircraft shall be substantial, a reasonable share proportional 
to such use, of the cost of operating and maintaining the 
facilities so used (49 U.S.C. 1110(4)). 


Our system of Federal airways has been called “postroads of the 
sky.” ee may be established only by the Federal Government. 
Complete authority and jurisdiction over them has been given to the 
Administrator of the Federal Aviation Agency, in whom is reposed 
plenary authority for the allocation of and use of our airspace. But 


these “postroads of the sky” must oo and end at an airport—an 
e 


airport through which is being chann 
volume of our mail. 

The most outstanding example of the essentiality of airports to our 
postal service is found in the case of Alaska where almost all mail of 
every kind is transported by air. Moreover, the committee would 
call attention to the fact that the Postmaster General in a speech 
delivered to the United States Chamber of Commerce in Washington, 
D.C., on April 29, 1957, stated: 


Basically, the Post Office can no longer rely, to the extent 
that it, once could, on the railroads of the country for carrying 
the mails between. post offices. Today there are only 2,600 
mail carrying trains in contrast to more than 10,000 a 
quarter of a century ago. Today 70 percent of our post 
offices cannot be reached directly by train connections. 

Consequently, the Post Office is increasingly depending 
upon airlines and trucks to speed the delivery of the mails. 


Pertinent to both the Federal responsibility for our national defense 
and our postal system, is the fact that the civil agencies of the Federal 
Government which perform the function of air traffic control, weather 
reporting and air navigation assistance occupy quarters at local air- 
ports on a rent-free basis. These agencies are performing functions 
which are directly related not only to air commerce but also to our 
defense and postal needs. Again, section 11(5) of the Federal Airport 


ed a tremendously increasing 
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Act specifically provides, as a condition precedent to the investment 
of even a dollar of Federal funds, that: 


The airport operator or owner will furnish to any civil 
agency of the Government without charge (except for light, 
heat, janitor service, and similar facilities and services at the 
reasonable cost thereof), such space in airport buildings as 
may be reasonably adequate for use in connection with any 
air traffic control activities, or weather-reporting activities 
and communications activities related to air traffic control 
which such agency may deem it ne to establish and 
maintain at the airport (49 U.S.C. 1110(5)). 


In connection with this latter provision, the committee received 
information from the Federal Aviation Agency that at the present 
time the Federal Government is occupying rent free approximately 
800,000 square feet of space in airport buildings at various public 
ee throughout the country. 

hus it is perfectly clear that the Federal matching dollar is neither 
wasted nor gratuitously bestowed upon local airport operators, but 
rather represents part of a wise and needed Federal investment in 
assets which are of inestimable value to our Federal Government. 


NEED FOR AN INCREASED LEVEL OF FEDERAL AID 


Not only was the need for a continuation of Federal aid for airport 
development fully documented by the testimony in the hearings, but 
=e Saperens that Federal aid must be provided at an increased level 
of funds. 

During the course of the hearings, E. R. Quesada, Administrator of 


the Federal Aviation Agency, advised the committee that the FAA 
has just completed a comprehensive survey of the airport develop- 
ment required during the 4 calendar years beginning with the year 
1959, in connection with its annual revision of the national airport 
plan. At the request of the committee a summary of this study was 
provided by the Agency in advance of publication of the revised 
national airport plan in order that it might be available during con- 
sideration of the pending bill relating to Federal aid to airports. 

This represents the first such study by the Agency’s airport experts 
to be available to the Congress. It shows an estimated cost of airport 
development required in this period of $1,290,458,000. The complete 
survey starts in the committee hearings at page 196. A summary of 
this survey showing the total amounts required, by States and by 
type of work, follows: 
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Number of airports 
Air commerce airports: 
Turboj 


General aviation airports: 


RUE. a. os annane welwans bb iinobantandasdb eons apobaane 2, 190 
Seaplane facilities 


Grand total 
1 Cost not included in tabulation. 
Source: 1959 Revision of National Airport Plan, Jan, 26, 1959, 


It should be noted that the total estimate of needs by the Federa 
Aviation Agency is in substantial conformity with a recent national 
airport survey conducted by the National Association of State and 
County Officials, the Airport Operators Council, and the American 
Association of Airport Executives. This survy discloses the following 
important information. 

uring the 4 fiscal years, July 1, 1958, to June 30, 1962, airport 
development projects are planned at 1,138 locations in the 49 States 
and the Territories and possessions at a total estimated cost of approx- 
imately $1,066 million. The survey discloses that funds available and 
anticipated from local and State sources will amount to approximatel 
$589,666,000, leaving some $477 million in additional funds néeded. 
According to officials who conducted the survey these figures are 
conservative because out of the 2,874 airports questioned, only 
1,255, or 43 percent, responded. ‘This survey is as follows: 
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National airport survey, 4-year period (July 1, 1958, to June 30, 1962) jointly 
conducted by National Association of State Aviation Officials, Airport Operators 
Council, American Association of Airport Executives 


Funds avail- 
Publicly | Airports able and 
owned | reporting} Cost of projects} antici Additional 
airports | projects lanned 
planned 


from loeal | funds needed 
and State 
sources 
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Last year the committee requested and received from the Civil 
Aeronautics Administration of the Department of Commerce certain 
statistical information on local sponsors’ requests for Federal matching 
funds for fiscal year 1959 and the disposition of such requests by the 
Agency. Since the act was not extended last year no requests for 
fiscal year 1960 have been received by the Agency, and the information 
on the requests for fiscal year 1959 is therefore the most current now 
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available by which to assess local estimates of airport needs. For 
fiscal year 1959, $192 million of Federal funds was requested for 
projects in the various States and Territories. After allocation of 
the available authorization of $63 million, a balance of $129 million 
of local requests remained unsatisfied. 

A summary of local sponsors’ request for fiscal year 1959, submitted 
last year by the Civil Aeronautics Administration is as follows: 


Federal-aid airport program—State summary of sponsors, requests for Federal aid, 
; fiscal year 1959 
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Availability of local matching funds 
There can be no doubt that communities will make an effort, in 


view of et airport needs, to match with local funds an increased 
level of Federal aid to airports. The following table, which was fur- 


nished last year by the Civil Aeronautics Administration indicates 
that for the fiscal year 1959 local sponsors had earmarked some 
$293,404,000 for airport improvement. 
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Funds available under S. 1 


It should be noted that even the increased amounts of Federal grants 
authorized in the bill would not provide, even over the 5-year period, 
50 — of the estimated airport development needs over a 4-year 
period. 

A following comparative analysis, prepared by the committee, 
shows the total needs for each State and Territory, as estimated by the 
Federal Aviation Agency, and the amounts available under the bill. 


Federal Aviation Agency survey of national airport needs ' 


General Available 
aviation Total needs | under 8. 1 
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Totals... .2---nenneennene-eseee-e--| 1, 011,018,000 | 279, 440.000 |1, 290, 458, 000 


‘ FAA survey of airport development required in 4 calendar years, 1959-62. 
§ Annual obl ion authority of $10,000,000 for next 5 fiscal years’ plus one-time authority of $75,000,000, 


Source: Federal Aviation Agency. 
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The committee is advised that the Federal Aviation Agency survey 
includes only projects at civil airports which would be eligible for 
Federal matching funds, under Bingo law, and that the amounts 


shown are in addition to funds already programed under the Federal 
Airport Act. 


he amounts available annually for each State under S. 1 are shown 
by the following table prepared by the Federal Aviation Agency: 
Feperat-Am Airport ProcraM as Proposep Unper 8. 1 


Annual distribution of $100,000,000 authorization for fiscal years 1960, 1961, 1962, 
1963, and 1964 









State ' Apportionment | State—Continued 1 Apportionment 
ome se oo ck $1, 323, 951 I an ce ccna $1, 332, 314 
Arizona. ...... 2.2. 1, 487, 611 Geen oN 1, 475, 868 
Arkansas......-..-. 1, 062, 318 Pennsylvania. ...... 3, 011, 706 
California..._:.-.i:. Rhode Island 


ail eas al acti Wisconsin _.....-... 1, 573, 685 





Toc chbe cree 1, 396, 917 Wyte: . <.nchene 1, 195, 083 
Kentucky. ......... I, 160, 858 Seana 
Louisiana__......-. 1, 204, 282 Total State appor- 

Maine...) .eds-sud- 610, 799 tionment_...... 71, 250, 000 
Maryland_._....... : Discretionary funds'.... 23, 750, 000 







ee ee Total funds for con- 











Minnesota_......... 1, 697, 627 tinental United 
Mississippi. ......~. 1, 070, 418 Statesii Li Le 95, 000, 000 
i ers 1, 736, 412 
Montana........... 1, 832, 393 | Territory: 
Nebraska_-.....-... 1, 201, 770 i 2, 250, 000 
Nevada_....--.-.L. 1, 309, 495 Hawaii__.........-. 1, 250, 000 
New Hampshire..... 233, 092 Puerto Rico_.....-. 1, 000, 000 
New Jersey_........ 1, 237, 639 Virgin Islands__..... 500, 
New Mexico......-.. 1, 560, 678 —_———_——- 
New York...--..... 4, 126, 535 Total Territory... 5, 000, 000 
North Carolina... 1, 566, 642 ———s 
North Dakota. ..... 959, 413 Grand total_...... 100, 000, 000 
Omer. oe eee 2, 392, 577 

175 of aut! ion is a) joned for in each State on an ulation iormula; 25 

piste a dineaibenann and may vralloonted wii regard to State eounduian’ as 











SPECIAL DISCRETIONARY FUND 












Section 3 of the bill authorizes the Administrator, in his discretion, 
to obligate $65 million, without reference to the State apportionment 
formula. This fund is in addition to the annual obligation authorit 
provided in the bill and will remain available for use until expended. 
The hearings conducted by the committee on this bill and on S. 3502 
of the 85th Congress disclosed an immediate critical need, particularly 
in hub airports, for Federal assistance to provide facilities to handle 
the rapidly mounting volumes of air traffic, including the new jet air- 
craft which are already being introduced into our commercial airline 
fleets. The purpose of the fund is to assist in meeting that special 
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need. It is for this reason that the bill permits the Administrator to 
utilize the fund without regard to the limitations of the State appor- 
tionment formula. As was stated by the committee last year: 


While it is expected that the introduction of jet service will 
be handled on a gradual phase-in process so that piston air- 
craft will remain the most usual type of plane for some years 
to come, nevertheless, the revolutionary changes in airline 
service resulting from the use of the jet aircraft will dramati- 
cally affect airport facilities throughout the country. These 
new jét aircraft are big, heavy, and fast, and will carry as 
many as 180 passengers at speeds averaging 550 miles per 
hour. Their weight, speed, and size require longer and 
stronger runways, wider taxiways and numerous special 
facilities for servicing at ramps and terminal buildings on 
those airports where they will be in use. The length and 
type of runway at any particular airport will depend upon 
a number of factors, but erro the distance to the next 
point of destination and the takeoff weight of payload. Some 
important facts along this line were highlighted for the bene- 
fit of the committee during a symposium conducted on the 
operation of the jet plane in January 1958 and the document 
containing the report of this symposium, being issued as a 
committee print, is strongly recommended to the attention 
of all Members of the Senate. In addition to this informa- 
tive résumé, the committee has noted the recent ‘Progress 
Report on Jet Aviation Planning” issued by the Depart- 
ment of Commerce which itemizes some of the more signifi- 
cant changes which must be accomplished in airport planning 


and operation for the proper accommodation of jet airliners. 
The report in full has been incorporated in the committee 
print on the jet symposium. 

In the view of the committee, local communities cannot 
cope with the tremendous costs entailed by this revolutionary 
change in the mode of air transportation without the effective 
assistance of our National Government. 


Additionally, the reequipment and modernization program of our 
local service and Territorial airlines which has been consistentl 
encouraged by the Congress will have an immediate impact upon a 
of the smaller cities and towns in the United States which they serve. 
Their representative, Col. Joseph P. Adams, a former member of the 
Civil Aeronautics Board emphasized to the committee that— 


The replacement of the DC-8 will in every case result in the 
use of larger aircraft requiring longer runways and more ade- 
quate airport facilities than are presently available in the 
majority of the smaller communities of the United States. To 
the extent that the new larger equipment will provide more 
efficient operations, the Federal ane to the air carriers 
will be reduced. This potential reduction is in the approxi- 
mate amount of $40 es @ year. 


It is the intention of your committee that allocations from this 
special fund should not be subject to the present administratively 
imposed limitation of $1 million per year for any airport development 
project. A wise and equitable use of such fund will not only assist 
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major hub airports to provide facilities to accommodate the larger jet 
planes but will also permit the conservation of the annual authorization 
of $100 million for disposition to needed projects in the less populated 
areas of the United States where feeder airlines and general aviation 


aircraft constitute an important element of the local economy. 

Reference to the statistical information furnished to the committee 
last year by the CAA and printed in the forepart of this report indi- 
cates that local funds are available to match the Federal dollars made 
available by the special emergency fund: Moreover, as we have 
noted, the official survey recently concluded by the FAA corroborates 
the need for a fund in the amount of the $65 million provided. 


TERMINAL FACILITIES 


Airports cannot serve our interstate and foreign commerce needs 
without adequate terminal facilities. The committee has consist- 
ently been of the opinion that terminal buildings, in order to ac- 
complish this purpose, need only be functional and not monumental. 
The higher priority of need naturally is in ground facilities such as 
runways, lighting, clear zones, taxiways, etc., which bear a direct 
relationship to the safety of our interstate air traffic. 

It is for this broad reason that section 5 of S. 1 spelis out with 
particularity certain types of terminal facilities which would be 
ineligible for consideration for Federal matching funds. These include 
the cost of acquisition or construction of a passenger automobile 
parking facility, bars, cocktail lounges, night clubs, theaters, private 
clubs, garages, hotel rooms, commercial offices, or game rooms. In 
addition to these specifically proscribed facilities, the Administrator of 
the FAA is given the discretionary power to reject as an “allowable 
project cost”’ for the investment of Federal funds any other part of an 
airport terminal facility which he believes is not essential to the welfare 
and safety of those persons using the airport for public aviation 
purposes. 

The administration bill, S. 674, would permit the use of Federal 
funds only for the construction of terminal facilities to be used to 
house air traffic control, weather reporting, and communications 
activities. Such quarters, as we have noted, are now occupied and 
will continue to be occupied rent free by the Federal agencies which 
are performing these functions. 

It is the considered view of the majority of this committee that 
terminal buildings, as such, ought not to be declared ineligible for 
Federal matching funds, not only because of the universal recognition 
of the necessity for housing vital Federal functions at local public 
airports but also because of basic requirements of public health and 
safety which require the maintenance of appropriate facilities to 
accommodate our interstate and foreign traffic. These may be sparten 
or elaborate. In any event, the Administrator would be empowered to 
make the appropriate determination as to the eligibility of them for 
Federal assistance. If local communities desire to provide accommo- 
dations such as those specified in section 5 of S. 1, they will be entirely 
free to do so at their own expense. With reference to parking lots, the 
committee has observed a growing tendency to utilize these facilities 
for the production of airport revenue although we realize that at some 
small airports they are provided without charge. In any event, since 
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it is perfectly possible for parking lots to be — at a profit, there 
should be no necessity for recourse to the Federal Government for 
Federal assistance either in the acquisition of land for them or for their 
construction. 


SEAL COATING 






Section 6 of S. 1 includes the provision incorporated into last year’s 
bill making runway seal coating and the filling of rigid pavement joints 
at smaller airports eligible for Federal matching assistance. The need 
for this type of assistance was outlined as follows in the committee’s 
report on 5. 3502: 


During recent years the Civil Aeronautics Agency has 
regarded seal coating of flexible airport pavements and the 
filling of joints in rigid airport pavements as “maintenance”’ 
as distinguished from “development” and hence an item to be 
wholly financed by the local operator. This has led to a num- 
ber of hardships in the case of public airports operating under 
local sponsorship which do not have sufficient operating in- 
come to keep runways in proper condition without assistance 
from the Federal Government. While resealing and refilling 
of joints are items of repair work which may be more costly 
than other types of maintenance work normally required for 
airports, it is not an item for which frequent and regular pro- 
vision is generally necessary. . Unless runways are resurfaced 
periodically, deterioration may result to such an extent that 
reconstruction frequently becomes necessary. Many small 
communities are required to maintain airports with runways 
of substantial length so as to accommodate the type of air- 
craft used in the airport and the cost of seal coating of air- 
port pavements Sat the filling of joints would require an 
expenditure of sums in excess of the financial capability of 
the community. The cost of providing matching funds to 
encourage the maintenance of such airports would be a rela- 
tively small item in the overall Federal airport program and 
would serve to keep in operating condition a number of air- 
port facilities constituting a valuable adjunct to our national 
system of airports. 


Testimony at the present hearings indicates that this provision for 
seal coating is more than ever required if we are to preserve our na- 
tional investment in the fields to which it would apply. As in last 
year’s bill, S. 3502, only airports at which air traffic is not sufficient 
to justify an FAA control tower would be eligible for such assistance. 


ADVANCE PUBLICATION OF ANNUAL AIRPORT PROGRAM 






The present bill also incorporates the requirement that the Agency 
shall publish by January 1 of each year the proposed program of air- 
port development intended to be undertaken during the following 
fiscal year. As noted in the committee’s report on S. 3502, this ad- 
vance publication, by giving reasonable notice of the amount of 
Federal funds on which they may rely, will be of great aid to project 
sponsors whose planning requirements are stringent even after alloca- 
tions are made, 
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In this connection, as another aid to more efficient planning, the 
committee again wishes to note the extreme desirability of making 
tentative advance allocations to specific projects wherever possible. 

The act was amended in 1955 to provide that annual amounts of $60 
million would be allocated for projects in the continental United States 
and $3 million for projects in the Territories and possessions. The 
original requirement as to the apportionment of 75 percent of the funds 
among the States on an area and population basis was left undisturbed. 

The chief purpose of the 1955 amendment was to enable local 
communities to prepare long-range plans for airport construction with 
some assurance that the local funds, chiefly obtained by bond issuance, 
would be matched by available Federal funds. 

The Committee on Interstate and Foreign Commerce which recom- 
merided the 1955 amendment for favorable consideration, specifically 
expressed the view that the act, as revised, would— 


permit the Department of Commerce to program projects in 
advance of the fiscal year during which the authorized funds 
are to be available for obligation. In other words, it would 
be possible a year or two before a proposed project is to be 
ccaiibelgnn to make an allocation of Federal funds for that 
project in a specified amount which would eliminate any 
question as to the availability of Federal funds for the project 
(S. Rept. No. 636, 84th Cong., Ist sess., p. 7). 


The committee stated that it was influenced in making such recom- 
mendation by the record of successful administration of the Federal 
highway program which had long been operating on a contract au- 
thority basis similar to that which it intended for the Federal aid 
airport prperam. During the course of both the present hearings and 
those of the 84th Congress, the committee was advised that advance 
allocations of specific funds for future project work had not been made 
except in isolated instances. In this respect, the record of the Federal 
airport program is disappointing. 

The committee recognizes that the provisions of section 5 of the 
Federal Airport Act do not permit the obligation, by a grant agree- 
ment, of any part of funds authorized for a particular fiscal year until 
July 1 of such fiscal year, However, existing law permits the Secre- 
tary to make tentative advance allocations in proper cases so as to 
carry out the intent of the 1955 amendment. Thus, funds can be 
earmarked for worthwhile projects in advance of the fiscal year when 
they are authorized to be obligated. A greater employment of such 
policy would contribute to the stability of the program by lending 
needed assurance of continued Federal aid for the completion of major 
airport projects, which cannot be accomplished in 1 fiscal year. The 
committee wishes to state, however, that it does not recommend that 
all future funds be allocated in advance but rather that sufficient 
funds be retained to meet all reasonably anticipated contingencies. 


SPECIAL COMMENTS 


Encouraging regional airports 

The committee has noted with satisfaction various examples of 
airport development on an intercounty or regional basis whereby one 
field is used to serve the aviation needs of several communities. As 
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examples of such cooperative planning, Mr. Coffee of the National 
Association of County Officials cited the Mercer County (N.J.) Airport 
which serves 13 municipalities, and the nearby Allentown-Bethlehem- 
Easton ee in Pennsylvania. 

It should be more than obvious that regional airport requirements 
ean most often be met more efficiently and economically through one 
large, modern field than by having 3 or 4 or 10 smaller, rundown 
terminals serving separate municipalities, each with a relatively small 
_ tax base upon which to rely. In many instances, this combining of 
resources has made it possible for small communities to obtain local 
feeder-transport service where, separately, they would have been 
completely unable to support a field which would accommodate 
passenger transport aircraft. We believe that more should be done 
to encourage such cooperative efforts, and that the Agency should 
take positive action toward stimulating local officials to adopt this 
type of forward-looking pRoning. For example, Agency representa- 
tives might be sent to address local civic and business groups on the 
desirability of regional airport planning and to assist, when appropri- 
ate, in the development of such plans. 

Tailoring aircraft designed to existing airport facilities 

The jet-age revolution in aircraft design and characteristics has 
brought with it the now vital problem of assuring that airport facilities 
and aircraft requirements are kept realistically in balance. Mr. 
Edward P. Curtis, former aviation assistant to the President, summed 
up the problem well in January 1957 when he stated: 


There has been a decided tendency in the past to design 
and build maximum performance aircraft on the assumption 
that somehow airports will be built to accommodate them. 
Instead of demanding more and more concrete the designers 
must make maximum use of the technique like boundary 
layer and jet-flap control to improve the takeoff and landing 
characteristics of our future airplanes. 


The committee agrees that with the spiraling cost of lengthening 
raneaye and obtaining the extra land and clear zones required, it is 
time that aircraft be designed to fit the airport system and not vice 


versa. We strongly urge the Federal Aviation Agency to step up its 
efforts with aircraft manufacturers as well as their customers— 
including the military—to achieve this objective. If necessary this 
should be done by using the Agency’s power, under section 603 of the 
Federal Aviation Act, to refuse certification to aircraft ope which 


will clearly require runway and other facilities substantia 
than those in existence or being planned. 

Moreover, during the course of hearings and study, many members 
of the committee properly observed that costly airport expenditures 
required to accommodate ground facilities to changing aircraft designs 
cannot be carried on with Federal assistance ad infinitum. If aircraft 
designs now on the drawing boards of the aircraft industry require the 
abandonment of metropolitan sites, or expansion of airport facilities 
beyond the bounds of reason, then it is the view of many members 
that such expenses would have to be financed by the local communities, 
the carriers using the equipment, or the aircraft industry itself. 


y greater 





Se Owe | eo eS 


Sea oerQ2 8 @ 


AMENDMENTS TO THE FEDERAL AIRPORT ACT 


COMMITTEE AMENDMENTS 


Reduction of special discretionary fund 

On page 3, line 19, strike ‘‘$75,000,000” and substitute in lieu 
thereof $65,000,000.” 

The committee has made a reduction of $10 million in the amount of 
special discretionary funds which the bill would make available to the 
Administrator. Representatives of the Federal Aviation Agency in- 
formed the committee that $10 or $11 million in uncommitted funds 
will remain at the end of the current fiscal year from obligation 
authority under the present act. Although some of this money is 
now earmarked for use in the various States, none of it has been 
programed for specific projects and is therefore available for use in 
meeting the estimated $1,290 million of future airport needs con- 
tained in the Agency survey discussed above. In view of this carry- 
over we believe it is reasonable to deduct an equal amount from the 
$75 million special discretionary fund originally proposed in S. 1. 
Immediate availability of discretionary fund 

On page 3, line 19, strike out the phrase ‘‘beginning July 1, 1959,” 
and insert in lieu thereof “upon the date of enactment of this sub- 
section.” 

The purpose of this amendment is to allow the Administrator to 
make immediate use of the $65 million special discretionary fund. 
As stated above, this fund has been included primarily to meet the 
critical need for providing jet-age facilities at larger airports. For 
this reason the committee believes that the availability of such 
moneys should not be delayed any longer than necessary. ‘This view 
finds support in the Administration’s bill, S. 674, which also provides 
for the immediate availability of discretionary funds. 

Redistribution of funds 

Four new sections have been added to S. 1 by the committee. The 
first of these, section 8, would amend section 6(c) of the act by requir- 
ing that any funds allocated to a State which remain unobligated at 
the end of’2 fiscal years shall be added to the Administrator’s dis- 
cretionary fund. 

Under current law, such unobligated moneys are subject to redis- 
tribution at the end of 2 fiscal years according to the initial allocation 
formula, i.e., 75 percent is divided among the States with 25 percent 
going into the discretionary fund, and the same redistribution is made 
at the end of each succeeding fiscal year. The practical result of this 
a has been to keep substantial amounts of money indefinitel 

ottled up in allocations to States whose actual use of Federal funds 
remains at a consistently lower level. 

The committee amendment would assure a more judicious and effi- 
cient use of airport aid money by allowing all State-allocated funds 
which remain unused after 2 years to be employed wherever most 
needed. Such a change in allocation procedure is also recommended 
by the administration and a provision to the same effect as this 
amendment is contained in the administration-sponsored bill. 


Interstate compacts 
_ The second new section, section 9, has been added to facilitate 
interstate airport development planning. Article I, section 10, part 


59001°—59 5S. Rept., 86-1, vol. 127 
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3, of the Constitution requires that all compacts between the various 
States receive the consent of Congress. Section 9, adding a new 
section 21 to the act, would operate to give advance consent to any 
State plan for developing or operating airport facilities thus obviating 
the delay and uncertainty involved in seeking separate approval for 
each such pact. Precedents for this type of advanced authorization 
exist in the case of Interstate Forest and Water Supply Agreements 
(16 U.S.C. 552), in the field of crime prevention (4 S.C. 111), and 
for highway safety pacts (Public Law 85-684). 


Treatment of Alaska 


The intent of the present bill is that Alaska should continue to 
articipate in the Federal airport program in the same manner as it 
as in the past, by receiving a specific percentage of the separate funds 

made available for noncontiguous areas under section 5(b) of the act 
and with a maximum Federal contribution of 75 percent. Sections 
10 and 11 of the bill make technical amendments to more clearly 
express this intent. In addition, the committee deletes those parts 
of section 2 of the bill (redrafting sec. 5(b) of the act) in which the 
same purpose was originally sought to be accomplished in another 
manner. 

Continuation of the present formula was recommended to the com- 
mittee by both Senators from Alaska. While it results in a smaller 
total allocation of Federal funds than would be available under the 
State allocation formula, it insures the maximum airport development 
with the very limited amount of funds which Alaska will have avail- 
able for such purposes during the period covered by this bill. 

The continuation of a program of special treatment for Alaska is 
justified by consideration of the uniquely vital role which aviation 
plays in that State. Practically speaking, aviation is the only means 
of passenger transport to and from Alaska and within the State— 
except for the Anchorage-Fairbanks railroad line and a highway sys- 
tem still in its infancy—it is the only form of transport. Further- 
more, from a military standpoint, it is of obvious importance that we 
make a maximum effort toward maintaining and improving landing 
fields, civil as well as military, in this area closest to the Soviet Union. 
The importance of aviation to the postal needs of Alaska has already 
been noted and, as a final justification for the philosophy of higher 
Federal participation in Alaskan airport development, it is to be 
remembered that over 99 percent of landownership in that State is in 
the Federal Government. 


Technical amendment 


On page 5, line 2, a typographical error is corrected by reversing the 
order of the period and quotation mark. 
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AGENCY COMMENTS 


The following written reports were received from Government 

agencies: 
Crvin Agronavutics Boarp, 
Washington, D.C., January 26, 1959. 
Hon. Warren G. Maenuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear Senator Macnvuson: This is in reply to your letter of Jan- 
uary 12, 1959, asking the Board for its comments on S. 1, a bill to 
amend the Federal Airport Act in order to extend the time for making 
grants under the provisions of such act, and for such other purposes. 

As the committee is aware, the Board has a general advisory func- 
tion in connection with the Federal Airport Act. The responsibility, 
however, for administering the Federal Airport Act, including the 
formulation of the airport plan and the carrying out of the many 
detailed provisions of the act, rests with the Federal Aviation Agency. 
Accordingly, our comments are general in nature and addressed to 
the need for a strong airport program rather than to the specific 
means by which it is accomplished. 

In its report to your committee of April 14, 1958, in connection 
with S. 3502, the Board pointed out that the advent of the jet and 
other high-speed aircraft brings with it the need for an expanded air- 
port program and that proper governmental planning requires that 
these matters be given serious consideration. In addition, attention 
was called to the fact that in the case of airports serving intermediate 
and smaller communities, it is entirely possible that improved run- 
ways and taxi facilities will be required with the contemplated intro- 
duction of larger capacities of intermediate aircraft and improved 
local service aircraft. 

Proper governmental planning for the needs of air transportation 
obviously requires that these matters be given most serious considera- 
tion. The Board therefore believes that the Congress should take 
such steps as may be necessary to provide for an adequate airport 
program to meet these needs, either by enactment of legislation along 
the lines of that proposed, or by any other appropriate legislation. 

The Budget Bureau has advised that there is no objection to the 
submission of this report. 

Sincerely yours, 


James R. Durrer, Chairman. 


INTERSTATE COMMERCE COMMISSION, 


January 20, 1959. 
Hon. Warren G. Maenuson, 


Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear CHarnrMAN Maonuson: Your letter of January 12, 1959, ad- 
dressed to the Chairman of the Commission and requesting a report 
and comments on §S. 1, introduced by Senator Monroney (for himself 
and 42 other Senators), to amend the Federal Airport Act in order to 
extend the time for making grants under the provisions of such act, 
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and for other purposes, has been referred to our Committee on Legis- 
lation. After careful consideration by that committee, I am author- 
ized to submit the following comments in its behalf. 

This bill does not pertain to the jurisdiction or functions of the 
Interstate Commerce Commission and for that reason we do not feel 
that we are in a position to express a helpful opinion with respect’ to 
its merits. 

Respectfully submitted. 

Kennetu H. Tuaets, 
Chairman, Committee on Legislation. 

Kennetu H. Tuan, 

ANTHONY ARPAIA. 


ComPpTROLLER GENERAL OF THE UNITED SraTEs, 
Washington, January 20, 1959. 
Hon. Warren G. Magnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U. S. Senate. 

Dear Mr. CuarrMan: Further reference is made to your letter of 
January 12, 1959, acknowledged January 13, inviting us to submit any 
comments we may care to offer concerning S. 1, entitled “A bill to 
amend the Federal Airport Act in order to extend the time for making 
grants under the provisions of such act, and for other purposes.”’ 

The provisions of S. 1 are similar to those contained in S. 3502, 
85th Congress, on which we reported to your committee by letter of 
March 28, 1958. We stated at that time that we had no particular 


information concerning the need for or the desirability of the proposed 
legislation. In the meantime no additional information has come to 
our attention concerning the matter which would be of any use to 
your committee. Accordingly, and since we regard the matter as one 
of policy for the consideration of Congress, we have no comments to 
offer with respect to S. 1, 

Sincerely yours, 


JosPEH CAMPBELL, 
Comptroller General of the United States. 





INDIVIDUAL VIEWS OF SENATOR ENGLE 


I wish to emphasize my complete disagreement with the ultimate 
objective of the administration’s bill, S. 674, which would provide 
for the eventual withdrawal from the Federal aid to airport program 
within the next few years. This would be done through the device 
of a declining authorization program and eventually its complete 
abandonment. 

Both*the President and his official spokesman, General Quesada, 
have made it plain that it is the official policy of the administration to 
leave this responsibility completely to the States, counties, and cities. 
Jn support of this policy it has been stated that civil airports should 
be regarded as primarily a wholly local asset. 

In my opinion, an mee ce national system of civil airports is as 
much a Federal responsibility as a National Highway System for which 
we have provided many billions of dollars, much of it on a 90-10 
matching basis. 

The Federal Government should no more abandon the Federal aid 
to airport program than it should abandon the Federal road program 
or Federal assistance in the maritime transportation field. In my 
view, airports are an essential part of the national transportation 
system, just as much as the highways and the waterways. More- 
over, the maintenance of an adequate system of airports will grow 
more important rather than less important as time goes on. If 
Congress must make a choice between cutting back on Federal assist- 
ance to any element of our national transportation system—which I 
do not advocate at all—I would rank airports as the last element to 
be reduced or eliminated. I cannot subscribe to the philosophy 
contained in the administration’s bill, $.674, that the Federal Gov- 
ernment, at the end of its proposed reduced program should pull out 
and leave the airports of the country as an undue burden upon State 
and local communities. 

Crarr ENGie. 





MINORITY VIEWS 


We are opposed to the enactment of S. 1 in its present form, It 
ignores growing Federal responsibilities for navigational and safety 
aids; it overfinances the need, and it is fiscally reckless, 

The taxpayers of the Nation have been generous with aviation, 
Since 1937, more than $1.5 billion has been spent on the navigation 
and safety aids which make up the 150,000-mile system of Federal 
airways. Since 1939, payments of $829,810,000 have been made to 
air carriers for the promotion of air commerce. Federal funds and 
property of more than $2.6 billion have been contributed to civil 
airports since 1933. While some of these expenditures have equally 
aided military use of the airways, the total Federal expenditures for 
the promotion of civil aeronautics have been enormous. 

Nor is the end in sight. We are now engaged in one of the most 
vital safety programs in history—safeguarding the roadways of the 
air. Improvements in the air navigation and air safety facilities, 
which are being made at a rapid rate, will cost the Federal Government 
an estimated $3 billion in the next 5 years according to testimony 
before the subcommittee. Federal expenditures for this purpose will 
crowd $500 million in the coming fiscal year and may exceed $700 
million a year within the near future. These are costs which must be 
borne by the Federal Government and cannot be left to local com- 
munities. It would be shortsighted indeed to let overgenerous aid for 
airports sap Federal money which must be used to continue this vital 
safety program in the years ahead. 

S. 1 provides.a greater amount of money than can be prudently 
spent to meet our Nation’s realistic airport needs during the 5-year 
term of the bill, 

What are the down-to-earth requirements for Federal airport aid? 
They are clearly less than the swollen amounts provided by S. 1, which 
accept at face value the results of a aalisesl, survey conducted by 
industry groups. The survey listed the large sums of State and local 
funds which will be available and declared that 477 million Federal 
dollars could complete the financing of all these plans. The $565 
— provided by S. 1 overfinances even this gross need by $90 
million. 

Furthermore, 13 years of experience in administering Federal Airport 
Acts show that the so-called needs figures on which S. 1 relies are 

rossly inflated. For example, the figures even include plans for the 
big metropolitan airports that are such commercial successes that 


they can finance their own requirements. (Historically they have 
financed 75 percent of them.) The figures also include requests from 
18 States that have not used all the Federal airport funds allocated to 
them in the past. ‘ They make no allowance for cases where voters oF 
city officials are unwilling to foot the bill for the ambitious = of 


their airport operators. Based on experience, the Federal funds 


needed to carry out the program will likely total about $250 million 
in the next 4 years. 


34 
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To meet these needs, and to carry out the important Federal 
responsibility in this area, we propose continuing the fiscal provisions 
of the present law for an additional 4 years. At an annual rate of 
$63 aiitin, this will provide $252 million through 1963. We have 
limited our proposal to 4 years because of testimony that there is no 
information available to forecast needs beyond 4 years. 

Proponents of S. 1 have laid great stress on the need to meet de- 
mands of the jet air age. The oe age did not burst upon us yesterday 
in a twinling of an eye. The Federal Aviation Agency and its prede- 
cessor, the CAA, have been getting ready for jets ever since the first 
commercial jet aircraft appeared on the drawing boards. The present 
program has stood the test of time, and in no year since it started has 
the administrative agency been able to obligate, and in fact, even to 
program, the full amount available for that fiscal year. The testi- 
mony before the subcommittee established that peak demands to 
meet the needs of the jet age will fall in fiscal 1960-61, and that they 
can be met through an authorization such as we propose. 

S. 1 provides far more than the similar bill that was vetoed last year. 
We have no reason to think S. 1 will be enacted into law this year. 
Inviting a new veto invites a delay in the program and would be a 
disservice to the Nation. 

Our proposal for a 4-year, $252 million program will meet the real 
needs of the Nation’s airports for Federal assistance. It will not 
scuttle a balanced budget in 1960. ‘It is based on the experience of 
4 years and recognizes that annual expenditures under the current 
program have never reached $63 million. It is fiscally responsible in 
an age which demands the closest possible checkrein on public 
spending. 

Anprew F. Scuorppet. 
Norris Corron. 
Turuston B. Morton. 
Frank J. Lauscue. 
Huexu Scorr. 

Cuirrorp P. Cass. 
Joun M. Butter. 





RESERVATION OF VIEWS OF SENATOR THURMOND 


Senator Thurmond wishes to note that he reserves his views with 
regard to S. 1, as reported, for the reason that his recent assignment 
to the Subcommittee on Aviation did not permit him to personally 
participate in the hearings conducted on the bill. 


Strom THURMOND. 
86 





CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (existing law proposed to oe omitted is enclosed in black 
brackets; new matter is printed in italic; and existing law in which no 
change is. proposed is shown in roman): 


Feperat Arrport Act (60 Srar. 170, 49 U.S.C. 1101) 


* * * + * ” . 
Sec. 2. (a) As used in this Act— 
(1) x * * 
2 ** * 


(3) ‘Airport development” means (A) any work involved in con- 
structing, improving, or repairing a public airport or portion thereof, 
including the construction, alteration, and repair of airport passenger 
or freight terminal buildings and other airport administrative build- 
ings and the removal, lowering, relocation, and marking and lighting 
of airport hazards, and (B) any acquisition of land or of any interest 
therein, or of any easement Roraah or other interest in air space, 


which is necessary to permit any such work or to remove or mitigate 
or prevent or limit the establishment of, airport hazards, and (C) the 
periodic seal coating of flexible airport pavements and the filling veces 


tn rigid airport pavements at airports at which air traffic 1s not sufficient 

to meet the criteria of the Admunistrator for the location of an airport 

traffic control tower operated by the Federal Aviation Agency; but such 

yen does not include the construction, alteration, or repair of airport 
angars. 


**# &# *& & & 


(12) “State” means a State of the United States at the time of the 
enactment of this Act, or the District of Columbia. 

SN Bas ert oe 

Szc. 4. (a) In order to bring about, in conformity with the national 
airport plan prepared and from time to time revised as provided in 
this Act, the establishment of a nationwide system of public airports 
adequate to meet the present and future needs of civil aeronautics, 
the Secretary of Commerce is authorized, within the limits of the obli- 
gation authority provided in section 5, to make grants of funds to 
sponsors for airport development as hereinafter provided. 

(b) It shall be the duty o the Administrator to make public by January 1 
of geome the proposed program of airport development intended to be 
undertaken during the fiscal year next ensuing. 
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Sec. 5. (a) For the purpose of carrying out this Act witn sespect 
to projects in the several States, there [are] is authorized to be 
obligated by the execution of grant agreements pursuant to section 12 
of this Act the sum of $40,000,000 for the fiscal year ending June 30, 
1956, and the sum of $60,000,000: for each of the fiscal years ending 
June 30, 1957, June 30, 1958, and June 30, 1959, and the sum of 
$95,000,000 for each of the fiscal years ending June 30, 1960, June 30, 
1961, June 80, 1962, June 80, 1968, and June 80, 1964.. Each such 
authorized amount shall become available for obligation beginning 
July 1 of the fiscal year for which it is authorized, and shall continue 
to be so available until so obligated. 

(b) For the purpose of carrying out this Act with respect to projects 
in [the Territories of] Alaska and Hawaii, and in Puerto Rico and 
the Virgin Islends, there [are] is hereby authorized to be obligated 
by the execution of grant agreements pursuant to section 12 of this Act 
the sum of $2,500,000 for the fiscal year ending June 30, 1956, and 
the sum of $3,000,000 for each of the fecal years ending June 30, 1957, 
June 30, 1958, and June 30, 1959, and the sum of $5,000,000 for each 
of the fiseal years ending June 30, 1960, June 30, 1961, June 80, 1962, 
June 30, 1963, and June 80, 1964. Each such authorized amount 
shall become available for obligation beginning July 1 of the fiscal 
year for which it is authorized, and shall continue to be so available 
until so obligated. Of each of the amounts authorized by this 
subsection, 45 per centum shall be available for projects in [the 
Territory of] Alaska, 25 per centum for projects in the Territory of 
Hawaii, 20 per centum for projects in Puerto Rico, and 10 per centum 
for projects in the Virgin Islands. 

(c) There are authorized to’ be appropriated such amounts of 
money as may be necessary ‘to liquidate obligations incurred as 
authorized by subsections (a) [and 4b), (6) and ‘(e) of this section. 

(d) There are authorized to be appropriated such amounts of 
money as may be necessary for planning and research and for admin- 
istrative expenses incident to the administration of this Act. As used 
in this section, the term “administrative expenses” includes expenses 
under this Act of the character specified in section 204 of the Civil 
Aeronautics Act of 1938 (49 U.S.C. 424). 

(e) In addition to the sums authorized in subsections (a) and (6), the 
Administrator is authorized to obligate in his discretion the sum of 
$65,000,000 which shall be available to pay the United States share of 
costs of any approved project, and shall be administered as a separate 
fund without regard to the provisions of section 6 of this Act. This sum 
shall become available for obligation upon the enactment of this subsec- 
tion and shall remain available wntil so obligated. 

Sgc. 6. (a) * * * 


b) * * * 
(c) [Seventy-five per centum of any] Any amount apportioned for 
rojects in a State pursuant to subsection (a) of this section which 
os not been obligated by grant agreement at the expiration of the 
[two fiscal years for which such amount was so apportioned shall be 
reapportioned among the respective States in the manner of apportion- 
ment of the original authorization under subsection (a) and the 
remaining 25 per centum of such amount] fiscal year immediately 
following the fiscal year for which it was first authorized to be obligated 
shall be added to the discretionary fund established by subsection (b) 
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of this section [, and at the expiration of each succeeding fiscal year 
any of the amount so reapportioned for a State that still remains 
unobligated shall again be reapportioned and redistributed in the 
same manner]. 

Sec, 7. All funds available for ce for projects in [the Territory 
of] Alaska, in the Territory of Hawaii, or in Puerto Rico, and the 
Virgin Islands, respectively, shall be available to pay the United 
States share of the allowable project costs of such approved projects 
therein as the Administrator may deem most appropriate for carrying 
out the national airport plan. 

a... 

onc. ¥. oP 

Sec. 10. (a) * * * 

b) * * * 

(c) The United States share payable on account of any approved 
project in [the Territory of] Alaska and the Virgin Islands shall be 
am portion of the allowable project costs of the project (not less 
than 50 per centum in the case of a class 3 or smaller airport, and not 
to exceed 75 per cantum in the case of an airport of any class) as the 
Administrator may deem appropriate for carrying out the provisions 
of this Act. 

Te | indie: 

Suc. 12. ° * * 

Src. 13. (a) Except as provided in section 14, the United States shall 
not pay, or be obligated to pay, from amounts appropriated to carry 
out the provisions of this Act, any portion of a project cost incurred 
in carrying out a project unless the Administrator has first determined 
that such cost is allowable. A project cost shall be allowable if— 

(1) it was a necessary cost incurred in accomplishing airport 
development in conformity with approved plans and specifications 
for an approved project and with the terms and conditions of the 
grant agreement entered into in connection with such project; 

(2) it was incurred subsequent to the execution of the grant 
agreement with respect to the project, and in connection with air- 
port development accomplished under such project after the exe- 
cution of such grant agreement: Provided, however, That the 
allowable costs of a project may include any necessary costs of 
formulating the project (including those of field surveys and the 
preparation of plans and specifications, including costs of acquir- 
ing land or interests therein or easements through or other inter- 
ests in air space, and including any necessary administrative or 
other incidental costs incurred by the sponsor specifically in con- 
nection with the accomplishment of the project, which would not 
have been incurred otherwise) which were incurred subsequent to 
the enactment of this Act; and 

(3) it is reasonable in amount, in the opinion of the Adminis- 
trator: Provided, That if the Administrator determines that a 
project cost is unreasonable in amount, he shall allow, as an 
allowable project cost under this section, only such amount of 
such project as he determines to be reasonable and to project 
costs in excess of the definite amount stated in the grant agree- 
ment shall be allowable. 
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The Administrator is authorized to prescribe such regulations, in- 
cluding regulations with respect to the auditing of project costs, as 
he may deem necessary to effectuate the purposes of this section. 

(6) With respect to amounts obligated after June 30, 1969, the cost of 
acquisition or construction of that part of a project intended for use as 
a passenger automobile parking facility, and the cost of construction of 
those parts of passenger or freight terminal buildings and other airport 
administrative buildings intended for use as bars, cocktail lounges, night 
clubs, theaters, private clubs, garages, hotel rooms, commercial offices, or 
gamerooms or such other use which, vn the opinion of the Administrator 
as not essential to the welfare and safety of those persons using airports 
oa public aviation purposes, shall not be allowable project cost under 
this Act. 


* * * * *” * * 


Sze. 21. The consent of Congress is hereby given to each of the several 
States to enter into any agreement or compact, not in conflict with any 
law of the United States, with any other State or States for the purpose 
of developing or operating airport facilities. The right to alter, amend, 
or repeal this section is expressly reserved. 


© 
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Calendar No. 47 


86TH CoNGREsS Fj SENATE { Reporr 
1st Session No. 50 


AMENDING THE FEDERAL FOOD, DRUG, AND COSMETIC ACT 
WITH RESPECT TO THE LISTING AND CERTIFICATION OF 
CITRUS RED NO. 2 FOR COLORING MATURE ORANGES 


Fepruary 6, 1959.—Ordered to be printed 


Mr. Hii, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany §. 79] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 79) to amend the Federal Food, Drug, and Cosmetic Act 
to permit the temporary listing and certification of Citrus Red No. 2 
for coloring mature oranges under tolerances found safe by the 
Secretary of Health, Education, and Welfare, so as to permit eontinu- 
ance of established coloring practice in the orange industry pendin 
congressional consideration of general legislation for the listing an 
certification of food color additives joer safe tolerances, havin 
considered the same report favorably thereon, with amendments, ne 
recommend that the bill do pass. 


EXPLANATION 


The practice of using artificial color to color the skins of fully 
mature, sound oranges has prevailed in Florida and ‘Texas for many 
years. Such coloring is necessary because fully mature fruit from 
pong areas in many instances may be greenish and nonuniform im 
color. 

Formerly the coloring material employed was coal-tar color 
F.D. & C. Red No. 32. Under the provisions of the Federal Food 
Drug, and Cosmetic Act this color was certified by the Food an 
Drug Administration as is authorized by law under provisions that 
require it to be harmless and suitable for use. In 1955 the Food and 
Drug Administration developed evidence that F.D. & C. Red No. 32 
is not harmless since, under some circumstances and in some quantities, 
it is capable of causing harm when fed to laboratory animals under 
properly conducted tests. Because of these findings the Administra- 
tion caused the color F.D. & C. Red No. 32 to be removed from the 
list of colors certifiable for use in foods, which had the effect of pro- 
hibiting its use for coloring oranges. 

34006 
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In the 84th Congress legislation was passed, Public Law 672, which 
provided for the temporary continuation of certification and use of 
the color previously known as F.D. & C. Red No. 32 solely for the 
purpose of coloring skins of oranges, it having been determined that 
this would involve no known danger to the public health. This 
legislation expressly provided an expiration date of February 28, 
1959, or sooner if a harmless substitute were developed and listed. 
It was implicit in the understandings that, during the period thus 
allowed, every effort would be made by the interested industries to 
develop a coal-tar color for use on oranges which would meet the 
criteria of harmlessness and permit its certification under the Federal 
Food, Drug, and Cosmetic Act. 

The studies undertaken led to the development of the color known 
as Citrus Red No. 2, which is chemically 1-(2,5-dimethoxyphenylazo)-2 
naphthol. The committee has been assured that the toxicity level of 
— Red No. 2 is significantly lower than that of F.D. & C. Red 

0. 32. 

At feeding levels considerably higher than those required to color 
oranges, Citrus Red No. 2 can harm test animals; therefore it is not 
eligible for certification for food use under present law. But in the 
quantities necessary to color the skin of oranges it is without hazard 
to man. 

In order to provide an available color which will be useful in the 
coloring of mature oranges upon the expiration of the effective existing 
law, Public Law 672, this bill provides authorization for the listing 
and certification under safe tolerances of Citrus Red No. 2 solely for 
use in coloring mature oranges. It provides that under such quanti- 
tative tolerance limitations, and pursuant to regulations to be estab- 


lished by the Department of Health, Education, and Welfare, each 
batch of such color employed in the coloring of mature oranges shall 
be certified. Since it will require a ope of approximately 60 days 


for the color Citrus Red No. 2 to be manufactured, certified, and 
available to orange packers, the bill further provides that the effective 
date for the termination of Public Law 672 shall be May 1, 1959. 
This has the effect of extending the period in which the color formerly 
known as F.D. & C. Red No. 32 may be employed to color oranges 
2 months, and thus allow a period for the new color authorized in 
this bill to become available under the conditions and restrictions 
heretofore stated. 

The committee has concluded from the evidence presented that 
enactment of this bill will in no wise be detrimental to the public 
health or introduce into the food supply an unsafe color. It is further 
concluded that enactment of this bill will not result in increasing the 
yess of colored oranges to the consumer inasmuch as the competition 

etween colored and uncolored oranges would have the effect of pre- 
cluding passing on the cost of coloring to the consumer. 

The enactment of this bill is entirely consistent with the provisions 
of the Federal Food, Drug, and Cosmetic Act generally. It is specifi- 
cally provided that the provisions of this bill will become inoperative 
on September 1, 1961, or before that time if general legislation affecting 
coloring materials for food is enacted by the Congress. The reason 
for the time limit is that this is emergency legislation, which will meet 
the immediate needs of the citrus industry without permanentl 
engrafting on the basic Food, Drug, and Cosmetic Act a new princip 
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of tolerances for coal-tar colors which is. not applicable to foods 
generally. The expiration date has been so fixed as to allow the Con- 

ess ample time to consider the application of this principle to ‘all 
oods. 


COMMITTEE AMENDMENTS 


The amendments which the committee has made in the bill and 
which have been approved of by the Department of Health, Education, 
and Welfare are as follows: 

1. As introduced, section 1 of the bill would repeal. the second 
proviso to section 402(c) of the Federal Food, Drug, and Cosmetic 
Act, which had been enacted by Public Law 672, 84th Congress, so 
as to permit the coloring of the skins of oranges, until March 1, 1959, 
with the color formerly known as F.D. & C. Red No. 32. Section 2 
of the bill is a saving clause to the effect that the repeal of the second 
proviso of section 402(c) of the Federal Food, Drug, and Cosmetic 
Act shall not become effective with respect to oranges colored before 
the March 1, 1959, cutoff date. 

The first committee amendment substitutes for this part of section 1 
of the bill and for section 2 a provision amending the second proviso of 
section 402(c) of the act by striking out the cutoff date of “March 1, 
1959,” and inserting in lieu thereof ‘‘“May 1, 1959,”. The effect of 
this amendment is to extend the cutoff date for coloring oranges with 
F.D. & C. Red No. 32 for about 2 months, so as to permit an orderly 
transition from the use of the color formerly known as F.D. & C. Red 
No. 32 to Citrus Red No. 2 for coloring the skins of oranges. It will 
require about 2 months to manufacture and distribute the new color 
after enactment of the bill. 

This committee amendment has been recommended by the sponsor 
of the bill and by the industry, and the committee has been advised 
by the Department of Health, Education, and Welfare that it has no 
objection to the:amendment. 

2. Section I of the bill as introduced also would repeal the third 
proviso to section 402(c) of the Federal Food, Drug, and Cosmetic 
Act, which now i powrtices that the second proviso, above described, 
shall have no fu er effect if prior to March 1, 1959, another coal-tar 
color suitable for coloring oranges is listed under section 406. 

The committee amendment, instead of repealing this proviso, would 
amend it so as to substitute for its present provisions all of the pro- 
visions of the bill relating to the listing and certification of Citrus 
Red No. 2 for coloring the skins of oranges. This is purely a technical 
amendment. 

3. The third committee amendment would insert on page 2, line 
16, of the bill, after the words “prior to’’, the phrase ‘‘September 1, 
1961 and to’’. 

The effect of this amendment is to insert a definite time limit, i.e., 
September 1, 1961, in the bill in addition to the indefinite time limit 
now specified, so that oranges could be colored with Citrus Red No. 2 
under the provisions of the bill only until September 1, 1961, or earlier 
should the Congress enact general legislation for the listing and cer- 
tification of food color additives under safe tolerances before that date. 
_This amendment, suggested by the Department of Health, Educa- 
tion, and Welfare, makes the measure temporary emergency legisla- 
tion to be effective for a period which is expected to be adequate for 
congressional consideration. 
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DEPARTMENTAL REPORTS 


The reports of the Secretary of Health, Education, and Welfare 
and the Director of the Bureau of the Budget are as follows: 


DeparTMENT OF Heattru, Epucation, anD WELFARE, 
January 29, 1959. 
Hon. Lister Huu, 
Chairman, Committee on Labor and Public Welfare, 
‘U.S. Senate, Washington, D.C. 

Dear Mr. Cuarrman: This letter is in response to your request of 
January 13, 1959, for a report on S. 79, a bill to amend the Federal 
Food, Drug, and Cosmetic Act to permit the temporary listing and 
certification of Citrus Red No. 2 for coloring mature oranges under 
tolerances found safe by the Secretary of Health, Education, and 
Welfare, so as to permit continuance of established coloring practice 
in the orange industry pending congressional consideration of general 
legislation for the listing and certification of food color additives under 
safe tolerances. 

As you know, March 1, 1959, is the expiration date of emergency 
legislation (Public Law 672, 84th Cong.), enacted in 1956, which, 
notwithstanding the general provisions of the Federal Food, Drug, 
and Cosmetic Act, permits the temporary continued use, on mature 
oranges, of a coal-tar color which was formerly on the food color list 
established under the act but which is now, Jeon ou of its toxicity, 


only on the list of colors certified for use in drugs and cosmetics 
intended for external application to the human body. (The color 
formerly known as F.D. & C. Red 32, is now listed as External 


D. & C. Red 14.) The provisions of Public Law 672, 84th Congress, 
did not require us to attempt to establish a tolerance limitation to 
govern the use of that color on oranges.during the emergency period, 
nor would the available data have furnished a scientific basis for the 
establishment of such a tolerance. 

The present bill (S. 79) is designed to permit continuation of the 
industry’s coloring practice for mature oranges (primarily oranges from 
Florida and Texas). but only with a recently developed substitute coal- 
tar color, Citrus Red No. 2, and subject to regulations prescribing the 
conditions, including tolerance limitations, under which the color may 
be safely used. 

For the reasons discussed below, we feel constrained to recommend 
against enactment of S. 79 in its present form, because the actual 
terms of the bill, despite the title of the bill. give no real assurance 
that it would in fact be only rents emergency legislation pending 
“em goers consideration of general legislation to permit use of toxic 
food colors under tolerance limitations and other appropriate safe- 
guards. The bill would, however, be acceptable to us if this objection 
were removed by an appropriate amendment along the lines suggested 
in this report. 

Under the provisions of the present law, a food is deemed to be 
adulterated if it bears or contains a coal-tar color, unless the color is 
from a batch certified in accordance with regulations issued under 
section 406(b) of the act. Section 406(b) permits the listing and 
certification of coal-tar colors for use in or on food only if the color is 
“harmless and suitable for use in food.” This provision precludes us 
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from listing any color for use in or on food unless the color is a harmless 
substance, i.e., without potentiality of harm when permitted to be 
used in foods generally without restriction. We have no power to. 
fix tolerances for toxic coal-tar colors so as to permit their safe use in 
or on food, or to limit the use of coal-tar colors to specified foods, or- 
to a specified manner of application to food. For this reason, and on 
the basis of this view of the law, we were constrained to “delist” for 
food use F.D. & C. Red 32, a color which had long been used in color- 
ing a large part of the Florida and Texas mature orange crop and which 
had theretofore been on the list on the erroneous assumption that the 
color satisfied the criteria above mentioned. The segment of the 
orange industry involved, and makers of this color, challenged our 
interpretation of the law in the courts, but the Supreme Court, on 
December 15, 1958, sustained the delisting order and our view of the 
law (Flemming v. Florida Citrus Exchange, 79 Sup. Ct. 160 (decided 
December 15, 1958)). 

The delisting of this color, the only one known at that time to be 
suitable for the purpose, created an emergency for the segment of the 
orange industry involved because large quantities of Florida and 
Texas oranges are green in color when harvested in their mature 
state, and because such oranges, when not artifically colored, have. 
met strong consumer resistance and the coloring practice had thus. 
become an economic necessity for this part of the industry. In view 
of these facts and the fact that the evidence so far available did not 
establish any likelihood of injury from such use of this color, Congress 
enacted the above-mentioned emergency legislation, with a view to 
giving the industry a reasonable period of time to make tests and 
studies necessary to determine the precise toxicity of Red 32 and to. 
develop a harmless substitute if possible. The industry, since then, 
has developed a proposed substitute coal-tar color, known as Citrus 
Red No. 2, which, although not a harmless color which could be listed 
under the present act for use in or on food, has lower toxicity and at 
the same time greater tinctorial power than Red 32. On the basis of 
the data furnished us by the industry, we believe that Citrus Red 
No. 2 is suitable for use in coloring the skins of oranges and that, if 
authorized, we would be able to establish a safe tolerance for such use.. 

The question remains whether, in view of these facts, the enactment 
of the special legislation proposed by S. 79, in its present form, is. 
warranted. 

In reporting on July 29, 1958, on S. 3595 (85th Cong:), which pro- 
posed permanent legislation to require us to prepare a special list of 
color additives for use on certain mature oranges (under safe toler- 
ances if necessary), we expressed the view that it “would be unwise and 
discriminatory to enact permanent legislation of this: nature on the 
basis of a single food commodity to the exclusion of other: food prod- 
ucts.” [Italic supplied.] And we stated that we would therefore be 
constrained ‘‘to recommend that, rather than proceeding with con-. 
sideration of [such special legislation], the Congress give consideration 
to legislation dealing with the question of artificial eoloring in all 
foods. The enactment of such broader legislation along sound lines 
would establish uniform criteria applicable to all foods and would at 
the same time accomplish the objectives of S. 3595." We-ineluded 
with our report on that bill a copy of our report om H.R. 8945 (a 
comprehensive color bill) to the House Committee on. Interstate and 
Foreign Commerce, which indicated that we favored the principle of 
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allowing the safe.use of added toxic colors in foods, drugs, and ‘cos- 
metics under proere safeguards, including appropriate tolerance 
limitations, and subject to properly framed transitional provisions 
relating to coal-tar colors listed as certifiable at the time of enactment 
of the amendment. An extra copy of our report on S. 3595, together 
with our report on H.R. 8945, is herewith enclosed for your 
convenience. 

We realize that the statutory expiration date of March 1, 1959, 
fixed for the use of Red 32 by Public Law 672, 84th Congress, fore- 
shadows an emergency for the Florida and Texas growers involved, 
since Citrus Red No. 2, the substitute color developed by the in- 
dustry, is not ‘‘harmless” and cannot be listed under the present act 
and since Congress could hardly be expected to enact by that date 
general legislation to permit the listing and certification of toxic food 
colors under safe tolerances. We would therefore not object to the 
enactment of legislation to permit the use of Citrus Red No. 2 un- 
der safe tolerances on a temporary emergency basis, i.e., until the ad- 
journment of the first regular, session of the next Congress or, if a 
definite date is desired, until September 1, 1961, thus affording ample 
time for Congress to consider and enact general legislation on this 
subject, which, we assume, would supersede the emergency legislation. 

Under S. 79, however, the proposed “temporary” losin ation would 
terminate only upon the “enactment by the Congress * * * of gen- 
eral legislation for the listing and certification of food color additives 
under safe tolerances.” This would mean that if, contrary to our 
hope and expectation, the 86th Congress-—and, indeed, future Con- 
gresses—should turn down the proposed new. principle of establishing 
tolerances for toxic food colors, the use of Citrus Red No. 2.0n oranges 
under tolerances prescribed by the Secretary would, nevertheless, be 
permitted, thus converting the so-called, temporary legislation into 
permanent legislation. ‘This could lead to further special statutes 
engrafting upon the act one special exception after another for this 
or that food, or this or that color or use of color, and without certain 
safeguards which, we believe, should be contained in general color 
legislation. 

Thus, S. 79 is subject to the basic objection raised by us in our report, 
of July 29, 1958, on S. 3595, and we are. therefore likewise constramed 
to object to the enactment of S,79. If, however, the bill were amended 
along the lines above indicated, the bill would be acceptable to the 
Department as reasonable emergency legislation. An amendment 
which would accomplish this would be to amend the phrase “prior 
to the enactment by the Congress (subsequent to the date of enact- 
ment of this proviso) of ae legislation for the listing and certifica- 
tion of food color additives under safe tolerances,” which appears on 
page 2, lines 16-19, of the bill, by inne ng within the parentheses 
after the word “proviso,” the phrase “and prior to September 1, 
1961,”. Enactment of the bill as so amended, would, we believe, 
adequacy serve the industry’s purpose without being open to the ob- 
jection that it would indefinitely give favored treatment to one indus- 


try in resolving a public-health problem in a way which, if valid for 
one, is valid for all. 
The Bureau of the Budget advises that it perceives no objection 
to the submission of this report to your committee. 
Sincerely yours, 


Arruur S. Fuemminea, Secretary. 
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Executive Orrice or THE PRESIDENT, 
Bureau oF THE BupeGert, 
Washington D.C., February 2, 1959, 
Hon. Lister Hirt, 


Chairman, Committee on Labor and Publie Welfare, 
U.S. Senate, Washington, D.C. 


My Drar Mr. Cuarrman: This is in reply to your request of 
January 13, 1959, for the views of the Bureau of the Budget on S. 79, 
to amend the Federal Food, Drug, and Cosmetic Act to permit the 
temporary listing and certification of Citrus Red No. 2 for coloring 
mature oranges under tolerances found safe by the Secretary of 
Health, Education, and Welfare, so as to permit continuance of 
established coloring practice in the orange industry pending con- 
gressional consideration of general legislation for the listing and 
certification of food color additives under safe tolerances. 

This bill is designed to permit continuation of the industry’s 
coloring practices for mature oranges, a practice which would other- 
wise expire on March 1, 1959, under the terms of the existing Food, 
Drug, and Cosmetic Act, as amended by Public Law 672, 84th 
Congress, Unlike Public Law 672, which authorized the use of Red 
32, S. 79 would authorize the use of a substitute coal-tar color, Citrus 
Red No. 2. 

We recommend against enactment of S. 79 in its present form inas- 
much as the bill provides for an indefinite rather than temporary ex- 
tension of the use of coal-tar color practices on mature oranges. We 
concur with the view presented in the report of the Department of 
ae Education, and Welfare to the me ee it would be oe 
and discriminatory to enact permanent rather than temporary legis- 
lation of this nature on the basis of a single food commodity to the 
exclusion of other food products. We agree with the Department 
that some kind of time limitation should be included in S. 79 in order 
to make it clear that the authority for the use of Citrus Red No. 2 
would be of a temporary emergency type. - 

If the bill were amended along the lines indicated above, however, 
the Bureau of the Budget would have no objection to its enactment. 

Sincerely yours, 
(Signed) Puri S. Huexes, 
Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing in proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 

Src. 402. A food shall be deemed to be adulterated— 

* * * 

tb) ** * 

(c) If it bears or contains a coal-tar color other than one from a 
batch that has been certified in accordance with pepnannene as pro- 
vided by section 406: Provided, That this paragraph shall not apply to 
citrus fruit bearing or containing a coal-tar color if application for 
listing of such color has been made under this Act and such applica- 
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tion has not been acted on by the Secretary, if such color was com- 
monly used prior to the enactment of this Act for the pa of 
coloring citrus fruit: Provided further, That this paragraph shall not 
apply to oranges meeting minimum maturity standards established by 
or under the laws of the States in which the oranges were grown and 
not intended for processing (other than oranges designated by the 
trade as “packing house elimination”), the skins of which have 
been colore:| at any time prior to [March 1, 1959,] May 1, 1959, with 
the coal-tar color certified prior to the enactment of this proviso as 
F.D. & C. Red 32, or certified after such enactment as External 
D. & C. Red 14 in accordance with section 21, Code of Federal 
Regulations, part 9: [And provided further, That the preceding proviso 
shall have no further effect if prior to March 1, 1959, another coal-tar 
color suitable for coloring oranges is listed under section 406.] And 
provided further, That, without regard to the requirements of sections 
406(b) and 701 (e), the Secretary shall promptly establish, and may from 
time to time amend, regulations (1) prescribing the conditions (including 
quantitative tolerance limitations) under which the coal-tar color known as 
Citrus Red No. 2 (more particularly to be defined in such regulations) 
may be safely used in coloring the skins of oranges which are not intended 
or used for processing (or, if so used, are oranges designated in the trade as 
“packing house elimination’), and which meet minimum maturity 
standards established by or under the laws of the States in which the 
oranges are grown, (2) providing for separately listing such color solely 
for such use on such oranges, and (3) providing for the certification of 
batches. of such color, with or without harmless diluents, for such re- 
stricted use; and such oranges, if colored prior to September 1, 1961, and 
to the enactment by the Congress (subsequent to the date of enactment of 
this proviso) of general legislation for the listing and certification of food 


color additives under safe tolerances, in conformity with this proviso 
and such regulations, with Citrus Red No. 2 from a batch certified in 
accordance with such regulations, shall not be deemed to be adulterated 
within the meaning of this paragraph, 


O 
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86TH CONGRESS SENATE Report 
1st Session No. 51 


EXTENDING THE BEST WISHES OF THE CONGRESS TO 
THE AMERICAN DENTAL ASSOCIATION ON THE CEN- 
TENNIAL OF ITS FOUNDING 


Fesrvary 6, 1959.—Ordered to be printed 


Mr. Hitu, from the Committee on Labor and Public Welfare, sub- 
mitted the following 


REPORT 


(To accompany §. Con. Res. 7] 


The Committee on Labor and:Public Welfare, to whom was referred 


the resolution (S. Con. Res. aygeer iting for the extension of the felici- 


tations and best wishes of the Congress to the American Dental Asso- 
ciation on the centennial of its founding, having considered the same 
report favorably thereon, without amendment, and recommend that 
the resolution do pass. 

The Committee on Labor and Public Welfare on many occasions 
has had representatives of the American Dental Association appear 
before it in connection with legislation concerned with health matters. 
The committee has invariably found the representatives of the asso- 
ciation to be most cooperative and exceedingly helpful in aiding the 
committee in its efforts to see to it that such legislation would be so 
designed as to best advance the health of our Nation. Members of 
the committee are also well aware of the selflessness and devotion 
with which.the American Dental Association has repeatedly sponsored 
programs which have contributed greatly to the dental health of the 
people of America and, indeed, of peoples throughout the world. In 
consequence, the members of the committee are unanimous in believ- 
ing that the tribute which the Congress would pay the American 
Dental Association through the passage of this resolution is richly 
deserved. 

CHANGES IN EXISTING LAW 


Since the concurrent resolution merely expresses the sense of the 
Congress, it involves no changes in existing law and consequently 
there is no need for compliance with subsection 4 of rule XXIX of the 
Standing Rules of the Senate. 
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2 CENTENNIAL OF THE AMERICAN DENTAL ASSOCIATION 
Senate Concurrent Resolution 7 reads as follows: 


ConcuRRENT RESOLUTION 


Whereas the American Dental Association, representing’ 
more than 85 per centum of the Nation’s dentists, has for one’ 
hundred years been effective in advancing the art ‘and science 
of sac paee ry and extending their benefits to more and morer 

eople; an 
ereas the dental health care available to the people of 
the United States is superior to any in the world; and 

Whereas the high level of dental education in the United, 
States has enabled American dentists to prevent as well as, 
treat and control dental disease; and 

Whereas the dental profession of the United States has, 
sponsored scientific research which has produced many out- 
standing results designed to improve the health, comfort, 
and appearance of all citizens; and 

Whereas farther research will be enhanced by construction 
of the new building for the National, Institute of Dental 
Research at Bethesda, Maryland, which was vigorously 
supported in the Congress by the American Dental Associ- 
ation; and 

Whereas the dentists of the United States have achieved 
worldwide recognition for their contributions to improved 
health; and 

Whereas the American Dental Association is observing its’ 
centennial during the year 1959, the actual date of organiza-' 
tion being August 3, 1859: Therefore be it 

Resolved, That the felicitations, and best wishes of the 
Congress of the United States are hereby cordially extended 
to the American Dental Association on its many and varied 
contributions to the health of the people and upon the occa- 
sion of the one hundredth anniversary of the founding of the 
association. O 
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86TH Conaress } SENATE 
1st Session 


ACTIVITIES OF THE SENATE COMMITTEE ON GOVERN- 
MENT OPERATIONS IN THE 85TH CONGRESS 


Fesrvuary 19, 1959 —Ordered to be printed 


Mr. McCuetian, from the Committee on Government Operations, 
submitted the following 


REPORT 


This report reviews the legislative and general activities of the 
Committee on Government Operations during the 85th Congress. 
‘These activities continued the broad scope of responsibilities vested in 
the committee by the Legislative Reorganization Act of 1946, ..3 out- 
lined in previous reports covering the 80th and succeeding Congresses. 


COMMITTEE JURISDICTION 


The functions of the committee, under the Legislative peerueriee: 


tica Act, require consideration of legislation and other matters dealin; 
with budgeting and accounting, other than Sepia ee? and wit 
reorganizations in the executive branch of the Government, an area to 
which the committee has devoted a considerable amount of its time 
during the past, in connection with legislation proposed by the first 
and second Hoover Commissions. 

The committee is further authorized and directed to study audit and 
special reports submitted to the Congress by the Comptroller General 
of the United States (General Accounting Office), and to submit to the 
Senate such recommendations as it may deem advisable; to study the 
operations of Government activities at all levels with a view to deter- 
mining its economy and efficiency; to evaluate the effects of laws en- 
acted to reorganize the legislative as well as the executive branch of the 
Government; and to study intergovernmental relationships between 
the United States and the States and municipalities, and between the 
United States and international organizations of which the United 
States is a member. 

On August 18, 1958, the Senate approved S. Res. 347 which author- 
ized the Committee on Government Operations, or any duly authorized 
subcommittee thereof, to make a worldwide study of the health 
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research, and medical activities conducted by the United States and 
other countries throughout the world. 

Upon approval of S. Res. 347, the Subcommittee on Reorganization 
changed its identification to the Subcommittee on Reorganization and 
International Organizations,.and was allocated $30,000 to make the 
study and submit a report to the Senate on or before January 31, 1959. 


HEARINGS, REPORTS, AND LEGISLATIVE ACTION 


During the 85th Congress, 129 Senate and House bills and resolu- 
tions were referred to the Committee on Government Operations for 
consideration. Of these, 48 were committee proposals sponsored by 
the chairman or other members of the committee, 24 of which were 
introduced at the request of Government officials as administration 
measures. Of this latter number, 16 were enacted into law. Two 
reorganization plans, submitted to the Congress by the President, 
were also referred to the committee, both of which became effective. 

Of the 129 bills and resolutions considered by the committee, 35 
were enacted into law, 4 of which related to reorganizations in the 
Federal Government. Twelve other legislative proposals were re- 
ported favorably and approved by the Senate but failed of passage in 
the House. Six companion House bills were substituted and passed 
by the Senate in lieu of the Senate bills reported by the committee. 

wo Senate bills reported favorably were not acted upon by the 
Senate before adjournment. One bill passed by the Senate and re- 
ferred to the House was recalled and placed on the calendar under a 
motion to reconsider, Four of the eleven Senate resolutions reported 
favorably by the committee and agreed to in the Senate were citations 
for contempt, one provided funds for special activities, to accord with 
recommendations of the Senate Permanent Subcommittee on Investi- 
gations, and one authorized a study of worldwide health activities. 


Bills and resolutions considered 


The total of 129 bills and resolutions acted upon by the committee 
compares with 162 bills and resolutions considered by the committee 
during the 84th Congress, 80 in the 83d Congress, 86 in the 82d 
Congress, 122 in the 8ist’ Congress.(18 of which were Hoover Com- 
mission bills), and 46 in the 80th Congress. 

The committee, or its Subcommittee on Reorganization, held hear- 
ings on 15 of the calendar bills and resolutions, and upon one reorgani- 
zation plan. The subcommittee considered 23 proposals referred to 
it by the full committee, and acted upon 18 of them, including Senate 
Resolution 297, disapproving Reorganization Plan 1 of 1958. Also 


the Subcommittee on Investigations held hearings on one bill referred 
to it by the committee. 


Reports filed in the Senate 


The committee filed 81 reports in the Senate during the 85th 
Congress, of which 65 accompanied legislative proposals considered 
by the committee. Four resolutions were submitted without written 
reports, and 16 covered special committee activities relating to the 
organization of Federal executive departments and agencies, science 
activities of the Federal Government, and various other operations of 
the Government, including 8 reports of subcommittees. The total of 
81 reports compares with 90 reports filed by the committee in the 
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84th Congress, 56 in the 83d Congress, 54 in the 82d Congress, and 
92 in the 81st Congress. 

A detailed analysis of the reports and other activities of the Sub- 
committee on Reorganization is covered elsewhere in this report. 
The annual activity report of the Senate Permanent Subcommittee 
on Investigations, submitted to the Senate as a separate report 
(S. Rept. 40, 86th Cong.), includes details regarding its activities. 
Legislative action 

The committee held 12 executive sessions in connection with the 
processing of the legislative proposals submitted to it (including 1 
meeting of conferees), and in transacting other committee business. 
Executive actions by the committee resulted in the approval of 81 
committee reports and staff projects, to carry out other functions of 
the committee as required by the Legislative Reorganization Act of 
1946 and the rules of the Senate. 

All of the 129 bills and resolutions referred to the committee were 
studied by the staff. Staff memorandums were prepared on most of 
them for the information of committee members and sponsors of the 
bills. The 22 on which the committee failed to act were considered 
and passed over in executive sessions which indicated that other pro- 
posals had covered the objectives of the bills; that developments after 
introduction made action unnecessary; or that further studies and 
additional information were necessary before the committee could 
recommend action on the proposed legislation to the Senate. Four 
bills were rereferred to other Senate committees which had indicated 
an interest in the proposals, and which had primary jurisdiction. 
No recommendations were made by the Subcommittee on Reorganiza- 
tion upon 5 of the 23 bills which were referred to it, because the ob- 
jectives of such bills were either implemented through administrative 
or other action, making the legislation unnecessary. The executive 
agencies affected were opposed or unable to determine their positions 
on controversial reorganizations in sufficient time for committee and 
subsequent legislative action. 


REORGANIZATION OF THE EXECUTIVE BRANCH OF THE GOVERNMENT 


On recommendations of the committee, the Congress on September 
4, 1957, approved an extension of the Reorganization Act of 1949 to 
June 1, 1959, (Public Law 85+286). 

Under this authority the following plans were submitted by the 
President to the Congress during the 85th Congress and referred to 
the Committee on Government rations: 

Reorganization Plan No. 1 of 1957, to provide for the abolition 
of the Reconstruction Finance Corporation. 

Reorganization Plan No. 1 of 1958, to provide for the consolida- 
tion of the Federal Civil Defense Administration with the 
Office of Defense Mobilization in the Executive Office of the 
President. 


Action on reorganization plans, 1957-58 


Reorganization Plan No. 1 of 1957—Abolishing the Reconstruction 
Finance Corporation.—The message from the President transmitting 
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Reorganization Plan No. 1 of 1957, abolishing the Reconstruction 
Finance Corporation, stated (in part): 


First, the reorganization plan transfers to the Housing and 
Home Finance Administrator functions of the Corporation 
relating to items resulting from programs which provided 
assistance to States, municipalities, and other public agencies 
in financing various public projects. Also transferred are 
functions relating to the liquidation of programs of financial 
aid for «irainage and irrigation projects. 

Second, the plan transfers to the Administrator of General 
Services functions related to the liquidation of matters 
arising from national defense, war, and reconversion activi- 
ties conducted by the Corporation preceding, during, and 
subsequent to World War II. Functions relating to the 
liquidation of the Smaller War Plants Corporation are also 
transferred to the Administrator. 

Third, the plan transfers to the Administrator of the Small 
Business Administration (1) all of the Corporation’s disaster 
loan functions which were not transferred to the Small 
Business Administration by Reorganization Plan No. 2 
of 1954, and (2) all matters arising out of the Corporation’s 
financial-assistance programs to business enterprises except 
those relating to assistance to railroads, financial institutions, 
and insurance companies and those listed in schedule A. 
The first category consists of items, such as paid loans 
charged-off loans and closed files, which were not embrace 
by Reorganization Plan No. 2 of 1954. The second eategory 
includes generally loans or other matters involving out- 
standing amounts under $250,000 arising under financial- 
assistance programs to business enterprises, as well as all 
functions relating to paid or charged-off loans, regardless of 
amount, under such programs. 

Finally, the plan transfers to the Secretary of the Treasury 
all of the functions of the Corporation not otherwise trans- 
ferred by the plan. Those functions relate principally to 
the obligations and loans listed in schedule A, which consist 
peat of business loans with outstanding principal 

alances in excess of $250,000, and to financial assistance 
to railroad companies, financial institutions, and imsurance 
companies. The Secretary of the Treasury will also receive 
the capital stock of the War Damage Corporation, dissolu- 
tion of which is expected in the near future when one remain- 
ing lawsuit is concluded. 

Sauident to the abolition of the Corporation, the reorgani- 
zation plan (1) abolishes the function of making the final 
report provided for in section 10 of the Reconstruction 
Finance Corporation Act, as amended (10 U.S.C. 609), and 
(2) provides for a final report to the Congress by the Secre- 
tary of the Treasury which is to reflect the affairs of the 
Corporation up to i date of abolition of the Corporation 
and is to be made not later than June 30, 1959. 


Reorganization Plan No. 1 of 1957 was referred to the committee on 
May 2, 1957. There was no action necessary, inasmuch as no reso- 
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lution of disapproval was filed, and the plan became effective June 30, 
1957. 


Reorganization Plan No. 1 of 1958 


Reorganization Plan No. 1 of 1958 transferred all functions vested 
in the Office of Defense Mobilization, the Director of the Office of 
Defense Mobilization, the Federal Civil Defense Administration, and 
the Federal Civil Defense Administrator, to the President of the 
United States. 

It abolished the Office of Defense Mobilization and the Federal 
Civil Defense Administration and established a new Office of Civil 
and Defense Mobilization in the Executive Office of the President, 
and authorized the President to delegate the functions vested in him 
to OCDM or to such other agencies or offices of the executive branch 
of the Government as he deemed necessary. 

The plan further provided for the establishment of the position of 
Director, Deputy Director, and 3 Assistant Directors to be appointed 
by the President and confirmed by the Senate, the establishment of 
positions of not more than 10 regional directors to be filled from the 
classified civil service, and transferred FCDA membership on Na- 
tional Security Council, and other advisory councils to the new Office. 

On April 25, 1958, Senator Charles E. Potter, of Michigan, intro- 
duced Senate Resolution 297 providing for the disapproval of reorgan- 
ization plan of 1958, which resolution was referred to this committee. 
Following hearings by the Subcommittee on Reorganization, the 
Committee on Government Operations reported the resolution un- 
favorably (S. Rept. 1717). The Senate took no action on the resolu- 
tion and the plan became effective on July 1, 1958. 

S. 4059 (H.R. 18214), to amend Reorganization Plan No. 1 of 1958 in 
order to change the name of the office established under such plan (to 
Office of Civil and Defense Mobilization).—S. 4059 changes the name of 
the new agency created by Reorganization Plan No. 1 of 1958 in the 
Executive Office of the President to discharge the Federal Govern- 
ment’s civil defense and mobilization activities. 

Plan No. 1 of 1958, which became effective July 1, 1958, eonsolidated 
the Federal Civil Defense Administration and the Office of Defense 
Mobilization in a new agency, the Office of Defense and Civilian 
Mobilization, in the Executive Office. 

The U.S. Civil Defense Council, the National Association of State 
and Territorial Civil Defense Directors, and various members of 
the Subcommittee on Reorganization, at a hearing om plan No. 1 
of 1958 on June 9, 1958, expressed objection to this title because of 
the danger of confusing the words “Office of Defense” with the Na- 
tional Milit Establishment and because of the absence of the 
words “Civil Defense” which might destroy the identity of the present 
civil defense program. 

The Committee on Government Operations, in its report recom- 
mending favorable action on plan No. 1 of 1958 (S. Rept. No. 1717, 
85th Cong., 2d sess.), commented on the new agency’s title as follows: 


It was apparent during the hearings on plan No. 1 that 
much dissatisfaction existed over the name chosen for the 
new nonmilitary defense agency—because of the danger of 
confusing “Office of Defense” with the National Military 
Establishment and because of the absence of the words “civil 
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defense.” The committee is aware that since a reorganiza- 
tion plan cannot be amended, the name cannot be changed 
without rejecting plan No. 1 of 1958 in its entirety, which 
the committee is reluctant to do. ‘The committee recom- 
mends, however, that a more compatible title be given the 
new organization by the executive branch through subse- 
quent legislative action. 


S. 4059 changed the title of the newly created civil defense mobiliza- 
tion agency from “Office of Defense and Civilian Mobilization” to 
“Office of Civil and Defense Mobilization.” The new title, in the 
view of the committee, tends to eliminate the danger of confusin 
the agency with the Department of Defense and preserve the nationa 
identity of the Federal civil defense program. 

Former Gov. Leo A. Hoegh, Director of the newly created agency 
Walter P. Halstead, president of the U.S. Civil Defense Council, an 
Maj. Gen. Ralph J. Olson, president of the National Association of 
Civil Defense Directors, all approved the change in title. 

S. 4059 was referred to the Subcommittee on Reorganization June 
30, 1958. 

On July 29, 1958, it was favorably reported, without amendment, as 
recommended by the Subcommittee on Reorganization, Senate Report 
2012. It passed the Senate August 4, 1958. 

On August 5, 1958, the bill was referred to the House Committee on 
Government Operations. 

On August 6, 1958, H.R. 13214 was reported favorably, without 
amendment, by Congressman Dawson of Illinois, of the House Com- 
mittee on Government Operations, House Report 2490. 

On August 12, 1958, S. 4059 passed the House, under suspension of 
rules, and H.R. 13214 was tabled. 

S. 4059 was approved by the President August 26, 1958, and became 
Public Law 85-763. 

S. 1791 (H.R. 6711, 8078, and 8364), to further amend the Reorgani- 
zation Act of 1949, as amended, so that such act will apply to reorganiza- 
tion plans submitted to the Congress at any time before June 1, 1959.— 
S. 1791 was introduced by the chairman of the committee, at the 
request of the President, to implement the recommendations con- 
tained in his message to Congress dated April 1, 1957. The President 
stated in part as follows: 


Extensive accomplishments have been achieved under the 
Reorganization Acts of 1939 and 1945 and under the present 
statute, the Reorganization Act of 1949. The time for 
transmitting plans under the latter has been twice extended 
by the Congress, in 1953 and 1955. 

The current act was adopted following the strong endorse- 
ment of the first Commission on Organization of the Execu- 
tive Branch of the Government in 1949, which stated: ‘“‘This 
authority is necessary if the machinery of Government is to 
be made adaptable to the ever-changing requirements of 
administration and if efficiency is to become a continuing 
rather than a sporadic concern of the Federal Government.” 
In December 1954, the second Commission on Organization 
of the Executive Branch of the Government unanimously 
recommended further extension of the act. 
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Accordingly, I urge the Congress to continue the practical 
<rrOnETE De contained in the Reorganization Act by which 
the Congress and the President can carry forward their 
cooperative endeavors to provide the best possible manage- 
ment of the public business. 


The provisions of S. 1791 extended from June 1, 1957. to June 1, 
1959, the period during which the President may submit reorganiza- 
tion plans to the Congress. Under the authority contained in this 
extension and the original act, after the President submits such plans 
to Congress, they become effective unless disapproved by a majority 
of the authorized membership of either House within 60 calendar 
days following the date of submission. The bill was reported on 
May 29 (S. Rept. 286) passed the Senate on June 5 and was referred 
to the House Committee on Government Operations. The House 
committee reported H.R. 83€4 on June 27 with an amendment 
(H. Rept. 657) which passed the House on July 10. On the same 
day S. 1791 was approved in lieu of H.R. 8364 and the House bill 
was ordered to lie on the table. On July 19 the Senate disagreed to 
the House amendment and requested a conference. Conferees met 
on August 29 and, on August 30, the House agreed to the conference 
report. S. 1791 was approved on September 4, 1957, as Public 
Law 85-286. 

S. 316, to provide for stating appropriations on an annual accrued 
expenditure basis.—This bill, which implemented the Hoover Com- 
mission’s recommendations for improved fiscal controls, was designed 
to (1) improve financial management within the executive branch of 
the Government; and (2) strengthen the control of Congress over 
expenditures by the executive agencies. 

In essence the bill required that the executive agencies of the 
Government present their budget estimates to the Congress for each 
fiscal year on an annual accrued expenditure basis. The Congress 
would appropriate for each fiscal year upon estimates of expenditures 
actually to be made or to be accrued during that fiscal year only. 

This bill was considered at hearings upon S, 434, but there was no 
further action upon it. 

S. 434, a bill to provide for improved methods for stating budget esti- 
mates and estimates for deficiency and supplemental appropriations.— 
This bill amended the Budget and Accounting Act of 1921 to provide 
that estimates for proposed appropriations of the executive agencies 
of the Government, where appropriate, be determined on an annual 
accrued expenditure basis. 

The President on four separate occasions—a special message to the 
Congress, May 10, 1956; a statement when he signed Public Law 863, 
84th Congress, August 1, 1956; his budget message to the 85th Con- 

ess, January 16, 1957; and a letter to the Speaker of the House of 

epresentatives, April 18, 1957—requested this authority. 

In his letter to the Speaker of the House he specifically urged the 
Congress to— 


enact bills: approved by the administration to implement 
Hoover Commission recommendations, such as the author- 
ization of appropriations on the basis of annual accrued 
expenditures * * *. 
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In addition, the Secretary of the Treasury, the Director of the 
Bureau of the Budget, and the Comptroller General of the United 
States, strongly recommended the enactment of legislation which 
would authorize the conversion of appropriation estimates to an 
annual accrued expenditure basis. 

Enactment of this legislation by the Congress would have direct 
implemented the objectives of the Second Hoover Commission, which 
recommended— 


that the executive budget and congressional appropriations 
be in terms of estimated annual accrued expenditures, 
namely, charges for the cost of goods and services estimated 
to be received (recommendation No. 7, Hoover Commission 
Budget and Accounting Report, June 1955, p. 25). 


The word “objectives” is used because this bill provided that budget 
estimates be determined on an annual accrued expenditure basis. 
It did not provide that congressional appropriations be expressed in 
such terms, although it follows that if budget estimates are prepared 
on an annual accrued expenditure basis, congressional appropriations 
would be made upon that basis. The last sentence of the proposed 
subsection (b) (to sec. 201 of the Budget and Accounting Act of 1921), 
lines 8-10, page 2, of S. 434, read: 


It is therefore the policy of the Congress that estimates for 
proposed appropriations will be determined on an annual 
accrued expenditure basis. [Italic added.] 


In no sense was this bill a mandate to the President, but a granting 
of authority which he requested. Moreover, the bill gave the Presi- 
dent the broadest flexibility with which to exercise this authorit 
within the executive branch. Its language stated clearly that esti- 
mates of appropriations be converted to an annual accrued expenditure 
basis when the President (1) deemed such action desirable and (2) 
determined it practicable. 

lt also recognized that a change of this magnitude in appropriations 
procedures should be approached on the basis of individual appro- 
priations or programs. ecu the timing of agency conversions to 
the annual accrued expenditure method, as well as the manner in 
which the transformation is made, were left to the President’s dis- 
cretion as circumstances in each individual agency warrant. 

Under the annual accrued expenditure system, the executive 
agencies would present their — estimates for a fiscal year on the 
basis of expenditures to be made or accrued that fiscal year only 
In appropriating on this basis, the Appropriations Committees would 
grant appropriations authority for each fiscal year for expenditures 
actually to be made or accrued during that fiscal year only—and not 
for expenditures te be made in future fiscal years. 

The bill would have permitted the Appropriations Committees of 
the Congress to authorize agencies to enter into contracts in advance 
of wees for the forward planning of long lead-time programs 
in subsequent fiscal years, under provisions of the bill. 

S. 434 was referred to the Committee on Government Operations 
January 16,1957. On April 12, 1957, the Subcommittee on Reorgani- 
zation began hearings on S. 434. On May 3, 1957, the subcommittee 
agreed to report S. 434 favorably with an amendment. On May 29, 
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1957, the full committee reported S. 434 favorably, with an amend- 
ment, as recommended by the subcommittee (S. Rept. 394). It 
assed the Senate June 5, 1957, and June 6, 1957 was referred to 
House Committee on Government Operations. June 17, 1957, H.R. 
8002, was reported favorably, without amendment, by Mr. Dawson 
of Illinois, House Committee on Government Operations (H. Rept. 
572), in lieu of S. 434. House Resolution 322, granting rule on 
H.R. 8002, approved by House Committee on Rules, July 17, 1957. 
H.R. 8002 $ 434, and S. 316), to provide for improved methods of stat- 
ing budget estimates and estimates for deficiency and supplemental appro- 
priations.—H.R. 8002, as introduced by Mr. Rogers, contained sub- 
stantially the same provisions of S. 434, to convert appropriations to an 
annual expenditure basis, which passed the Senate June 5, 1957. 
However, after H.R. 8002 was reported on June 18, 1957, by the 
House Committee on Government Operations, an amendment by 
Congressman Wigglesworth (Massachusetts), which eliminated all of 
the language after the enabling clause, was adopted by the House of 
Representatives, which was a complete substitute for the original 
H.R. 8002. 
The major differences in the two approaches to the overall objective 
of pr nmen nim Second Hoover Commission’s recommendations 


on improving the Government’s budgetary processes are set forth 
as follows: 


Analysis of H.R. 8002 (as compared with S. 434) 


The Hoover Commission recommended that the executive 
budget be converted to an annual accrued expenditure basis— 
and that appropriations be made on that basis. 

H.R. 8002 made no change in the determination of budget 
estimates or appropriation requests. They would continue 
ts be submitted to the Congress on the present obligation 

asis. 

The bill provides (sec. b) that whenever the President de- 
termines that a satisfactory accrual accounting system has 
been established for an appropriation account, that the appro- 
priation transmitted to the Congress for that account be ac- 
companied by a limitation on expenditures that may be made 
from that account. In other words, an appropriation esti- 
mate for $1 billion would be accompanied by a limitation 
that no more than $800 million could be expended during the 
fiscal year for which the appropriation is requested. 

The bill provides (sec. c) that when an appropriation is 
subject to an expenditure limitation, the costs of goods, serv- 
ices and other items becoming payable during the fiscal year 
concerned shall be charged against the appropriation limita- 
tion. It follows that if only items becoming payable during 
the current fiscal year are charged against the appropriation 
limitation for that fiscal year that expenditures would be 
made on an annual accrued basis. 

The bill provides (sec. d) that at the end of the fiscal year 
concerned any unused balance of the expenditure limitation 
shall lapse. This, however, does not mean that the unused 
balance of the appropriation would be rescinded, but that 
it would be carried forward into the subsequent appropria- 
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tion made for the following fiscal year. In other words, this 
would amount to the carrying over of an unexpended appro- 
priation balance into the next fiscal year, as presently occurs. 

Section 2(a) of the bill would amend Senate rule XVI, 
which prohibits legislation in an Appropriation Act, except 
by suspension of the rules. Section 2(a) would permit re- 
scissions, reappropriations and transfers in an appropriation 
bill as pointed out in the attached analysis of H.R. 8002 by 
the Senate Appropriations Committee staff. This would 
make it much easier for a Member to amend an appropria- 
tion bill on the floor since only a majority vote would be 
needed. 

H.R. 8002, as passed by the House, is a complete substi- 
tute for S. 434 (Kennedy, et al.), which passed the Senate 
June 5, 1957. 8S. 434 provided for the stating of appropria- 
tion estimates on an annual accrued expenditure basis, for 
the elimination of unexpended carryover balances and for 
the granting of contract authority for long leadtime 
programs. 

H.R. 8002 provides for an expenditure limitation on an 
appropriation account, as explained above. The Bureau of 
the Budget maintains that this limitation would accomplish 
the Hoover Commission’s main objective of better fiscal 
control by requiring an annual congressional review of appro- 
priations which were granted in prior years. 

However, H.R. 8002 does not provide for the elimination 
of carryover balances of appropriations which accumulate 
from fiscal year to fiscal year. ‘These balances are now esti- 
mated to total some $70 billion over which the Congress has 
little or no control. 

While most authorities agree that an appropriation limi- 
tation would provide for better congressional control of ex- 
penditures, many, including the Comptroller General, believe 
that reduction or elimination of carryover balances is impera- 
tive if the Government is to operate upon a realistic fiscal 
basis. This, as pointed out above, H.R. 8002 does not 
provide. 

The Senate Appropriations Committee’s analysis of sec- 
tion 2(a) (with respect to its effect on Senate rule XVI) 
is in part as follows: 

“S. 434 passed the Senate June 5, 1957. Among other 
things, it provided that it shall be in order under the Senate 
and House rules to provide contract authority in appropria- 
tion bills. H.R. 8002 as reported to the House June 18, 
1957, was substantially the same bill. 

“On the House floor on March 6, 1958, an amendment by 
Congressman Wigglesworth was adopted which eliminated 
all of the language of H.R. 8002 as reported to the House 
and substituted new language. The new language of H.R. 
8002 does not mention contract authority. The new lan- 
guage contains the following section: 

“Src. 2. (a) It shall be in order to provide in any bill 
or joint resolution making appropriations, or in any amend- 
ment thereto, limitations on annual accrued expenditures 
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covering amounts becoming payable as a result of obliga- 
tions incurred both in the fiscal year concerned and in prior 
fiscal years, and provisions pertaining to the availability of 
any eS Gea or funds vavinealy made available.’ 

“The bill, H.R. 8002, is currently on the Senate Calendar. 
If H.R. 8002 becomes law in the form that it passed the 
House on March 6, 1958, the above section will operate as a 
rule of the Senate. 

“That part of section 2(a) of H.R. 8002 which reads: 
‘It shall be in order to provide in any bill * * * making 
appropriations * * * provisions pertaining to the avail- 
ability of any appropriations * * * previously made avail- 
able’ would make it in order in the Senate to write rescission 
language in appropriations bills. Under existing rules of 
the Senate, language rescinding appropriations previously 
made is considered to be amending a previous act of Congress; 
therefore, it is legislation on an appropriation bill and is in 
violation of rule XVI of the Standing Rules of the Senate.” 


After H.R. 8002 was received by the Senate, at the request of 
Senator Carl Hayden, chairman of the Senate Appropriations Com- 
mittee, the bill was referred to the Appropriations Committee for 
further study. 

Following hearings, H.R. 8002 was reported favorably by the 
Appropriations Committee, as amended. In reporting the bill the 
Appropriations Committee made the following statement relative to 
its position, the objectives of the bill, and the perfecting amendments 
added to it: 


The bill as it passed the House authorized the application 
of the accrued expenditure system to all appropriations and 
fund accounts when the President determined that there had 
been established an adequate system of accrual accounting 
and if the Congress chose to include the limitations in ap- 
propriation bills. 

The annual accrued expenditure system, under the terms 
and provisions of H.R. 8002, would be put into effect by im- 
posing annual accrued expenditure limitations on appro- 
priations and funds available from prior appropriations. 
The present method of granting “obligational authority” 
would remain the same. The adoption of this system of 
accrued expenditure limitations would require an expendi- 
tures accounting system in moderate addition to the present 
accounting system for controlling obligational authority 
which would be of negligible significane as compared to the 
tighter congressional budgetary control. 

The Congress has absolute control over expenditures by 
reason of its constitutional responsibility in the granting of 
obligational authority. Under the terms of H.R. 8002, a 
majority of the committee felt that the Congress will have 
an opportunity to exercise better control over the expendi- 
tures in the year in which they are to be made and that 
the Congress will have an opportunity to exercise better 
control over the eee balances of appropriation, 
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because limitations on expenditures of these unexpended 
balances will be made each year. 

It is provided in the bill that the President’s budget may 
include a recommendation for accrued expenditure limita- 
tions after the President has determined that there exists an 
adequate and satisfactory system of accrual accounting for 
the appropriation account involved. Furthermore, the 
inclusion of such recommendations in the budget would be 
recommendations which the Congress could allow, disallow, 
or modity. 

It is the view of the committee that it is essential that 
the Secretary of Defense be given authority to transfer the 
unused portions of the limitations on annual accrued expendi- 
tures. Not to provide such authority could seriously en- 
danger the defense program. 

In his message to the Congress on April 16, 1958, pertain- 
ing to the reorganization of the Department of Defense, the 
President stated, in part, as follows: 

* * * “Tn my message of April 3, I stated it as fundamen- 
tal that the Secretary of Defense, as the civilian head of the 
Department of Defense, should have greater flexibility in 
money matters. The current method of providing funds 
has worked against the unity of the Department. I have 
directed that the Department’s budget estimates for the 1960 
fiscal year be prepared and presented in a form to provide 
the needed flexibility. * * *” 

If limitations on annual accrued expenditures were im- 
posed it would be just as necessary, if not more so, that the 
Secretary of Defense have a wide degree of flexibility to 
transfer from one limitation to the other, unused portions of 
the limitations. Therefore, the committee recommends 
amendments to the bill to provide the necessary authority 
for such transfers. 

The language recommended by the committee is general 
in nature and would authorize the inclusion of such transfer 
enc for any department or establishment within such 
patio as Congress may determine in each appropriation 
bill. 

The committee desired to make it absolutely clear that 
the provisions of the bill, if enacted, will have no effect on 
the liability of the United States to contractors. The 
Government’s liability stems from the grant of obligational 
authority and not from the limitation on annual accrued 
expenditures. 

Subsection (f) stated specifically that there is no change in 
existing law with respect to the method on manner of making 
appropriations or the making of contracts under appropria- 
tions. The committee amendment to subsection (d) and 
the elimination of subsection (e) of the House bill was de- 
signed to assure that where a contractor makes delivery he 
will be paid under the appropriations and the limitation 
ap licable to the year in which the delivery was made. 

ction 2 of the bill referred to changes in the rules of the 
Senate and House of Representatives. The committee had 
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confined its consideration of this section to its effect on the 
Senate rules. 

The bill as it passed the House would make it in order to 
include accrued expenditures limitations in appropriation 
bills that apply to funds previously appropriated. The 
committee recommended that this provision be retained. 
The committee also recommended an amendment to make 
it in order to include in any appropriation bill, provisions 
authorizing the head of a department or establishment to 
make transfers of the unused portions of the limitations on 
accrued expenditures within limitations prescribed by Con- 
gress in each appropriation bill. 

The House bill provided that it would be in order to include 
in appropriation bills language relating to availability of 
appropriations of funds previously made. Thus it would be 
in order to include language to transfer, rescind, or reappro- 
priate funds previously appropriated or to amend limitation 
in @ previous act in an appropriation bill. Such a provision 
would operate to amend the Senate rules in that the proposed 
language would no longer be subjected to a point of order 
and, therefore, a simple majority rather than a two-thirds 
vote would be required to consummate the proposal. The 
committee recommended the deletion of this provision. 


On July 31, 1958, H.R. 8002, as amended, passed the Senate. On 
August 4, 1958, Congressman Fascell, of Florida, requested unanimous 
consent for the House of Representatives to concur in the Senate 
oT This was objected to by Congressman Taber, of New 

ork. 

On August 6, 1958, Congressman O’Neill, of Massachusetts, Com- 
mittee on Rules, reported House Resolution 674, a resolution agreeing 
to H.R. 8002, without amendment, House Report 2480. H.R. 8002 
was referred to the House Calendar. 

On August 14, 1958, the House agreed to the Senate amendments, 
thus sending the measure to the President for signature. The bill was 
approved August 25, 1958, and became Public Law 85-759. 

S. 1862, to establish the Patent Office as an independent agency in the 
executive branch of the Government, and for other purposes.—As the 
title indicates, the bill would establish the Patent Office, which is 
now in the Department of Commerce, as an independent agency. 
The Patent Office was established originally in the Department of 
State, in 1798, but on the creation of the Department of the Interior 
in 1849 it was made a bureau of that Department. In 1926 the Office 
was transferred to the Department of Commerce (35 U.S.C, 1) where 
it has remained ever since. 

S. 1862 was referred to the Subcommittee on Reorganization April 
15, 1957. No action was taken during the 85th Congress pending 
consideration of other legislation in the scientific field. 

S. 2159 (H.R. 3383, H.R. 7532) to provide for the establishment of a 
Department of Housing and Urban Affairs, and for other purposes.—The 
proposed bill would have created a Department of Housing and Urban 

airs, with a Secretary, Under Secretary, and three Assistant 
Secretaries. The House and Home Finance Agency and the Federal 
Civil Defense Administration would have been abolished. 
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S. 2159 was referred to the Subcommittee on Reorganization May 
31,1957. There was no further action taken on this bill. 

S. 2990 (H.R. 11762), to amend Reorganization Plan No. 2 of 1953.— 
S. 2990, introduced by Senator Humphrey on January 13, 1958, pro- 
vided that Reorganization Plan No. 2 of 1953 should not apply to the 
Rural Electrification Administration. 

Section 1 of plan No. 2 of 1953 transferred all functions of the Rural 
Electrification Administration, including the REA Administrator’s 
authority to grant loans, to the Secretary of Agriculture. 

Section 4 gave the Secretary of Agriculture authority to delegate, 
as he fecha appropriate, these functions to any officer, employee, or 
agency of the Department of Agriculture. 

S. 2990 transferred back to the REA Administrator all functions 
which were transferred to the Secretary of Agriculture by the reorgan- 
ization plan. 

The Rural Electrification Administration was created by Executive 
Order 70370 of May 11, 1935, under authority of the Emergency Relief 
Appropriation Act, approved April 8, 1935 (49 Stat. 115). 

Statutory authority for the REA was provided by the Rural Electri- 
fication Act of May 20, 1936 (Public Law 605, 74th Cong., 49 Stat. 
1363; 7 U.S.C. 901, et. seq.), which vested all powers of the Adminis- 
tration in the REA Administrator, including the express power to 
grant loans to provide central station electric service to rural areas. 

REA was transferred to the Department of Agriculture by Reorgan- 
ization Plan No. 2 of 1939, effective July 1, 1939. 

S. 2990 was referred to the Subcommittee on Reorganization 
January 16, 1958. Hearings were held by the subcommittee June 5 
and 6, 1958, but no further action was taken. 

S. 3180, to establish a U.S. Department of Science and to prescribe 
the functions thereof.—S. 3180 was referred to the Subcommittee on 
Reorganization on January 30, 1958. On April 25, 1958, the Com- 
mittee on Government Operations was discharged from further con- 
sideration by unanimous consent, at request of Senator Johnson, the 
majority leader. 8S. 3180 was rereferred to the Special Committee on 
Space and Astronautics. 

S. 4140, to amend section 602 of the Federal Property and Administra- 
tive Services Act of 1949 with respect to the utilization and disposal of 
excess and surplus property under the control of executive agencies.— 
This bill was referred to the Subcommittee on Reorganization July 
18, 1958. As it is identical to S. 1540 there was no action taken on 
it. (See S. 1540, p. 42.) 

S. 4326, to amend the Budget and Accounting Act of 1921 to provide 
for a budget which will more clearly reflect the financial condition of the 
Government by distinguishing between capital and noncapital type 
expenditures.—S. 4326, introduced on August 23, 1958, the day before 
the 85th Congress adjourned, was referred to the Subcommittee on 
Reorganization. In view of the time element involved, no action 
was taken on the bill. 

S. 931, to provide for the reorganization of the safety functions of the 
Federal Government, and for other purposes.—This bill was introduced 
by Senator Hubert H. Humphrey, for himself and 14 other Senators, 
for the purpose of reducing the Federal employee accident rate and the 
cost of accidents in Federal employment, both financially and in terms 
of human suffering, by providing for the promotion and establishment 
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of improved safety educational programs and new safety inspection 
rocedures. 

The bill sought to accomplish this objective by creating within the 
Department of Labor a Federal Safety Division, which would be 
responsible, under the supervision and direction of the Secretary of 
Labor, for the direction and coordination of all safety educational 
programs and related loss-prevention procedures conducted by the 
various Federal agencies in furtherance of existing legislation to 
encourage safety and accident prevention, and for all of the functions 
now vested in the Federal Safety Council. The Federal Safety Divi- 
sion would be headed by a Director, appointed by the Secretary 
of Labor, who would receive compensation at the rate established for 
GS-16, and would perform his duties under the supervision and 
direction of the Secretary. 

Over a period of many years, there have been numerous expressions 
of concern regarding the Federal employee accident rate, the conse- 
quent economic loss to the Government and human suffering by 
Federal employees, and the need for improvements in Federal agency 
safety programs. 

From time to time the President has established various types of 
interdepartmental committees to deal with these problems. Thus 
in 1933, the President established an Interdepartmental Committee 
on Safety in Federal Departments; in 1939, he created the Federal 
Interdepartmental Safety Council; and in 1950, he established the 
Federal Safety Council. In general, these bodies had broad study 
and recommendatory powers, but they lacked authority to act. 
They were empowered only to make studies and transmit recommen- 
dations to department and agency heads for implementation. For the 
most part, they were composed entirely of Government employees 
who had other primary duties to perform and, except for the Federal 
Safety Council, had little or no full-time paid professional staffs. 

Under existing law, all claims for injury in Federal employment 
are filed with the employing agency. After review and approval by 
that agency, the claim is forwarded to the Bureau of Employees’ 
Compensation of the Department of Labor which pays the claim. 
The funds involved are budgeted by the Department which is not 
reimbursed by the employing agency. 

Under the provisions of the pending bill, each agency would have 
had to estimate, in advance, its compensation costs for each fiscal year 
and transmit these estimates to the Department of Labor which would 
continue to pay the claim and budget the funds. 

During the 84th Congress, the committee had pending before it a 
similar bill, S. 3517, upon which hearings were held by the Subcom- 
mittee on Reorganization. At the hearings, representatives of various 
Federal employee unions testified or submitted statements in support 
of the bill. The administration’s position was stated in agency com- 
ments submitted by the Bureau of the Budget, the Department of 
Labor, the Department of the Air Force (for the Department of De- 
fense), and the Department of Health, Education, and Welfare. 
Although all of these agencies expressed support for the objectives of 
the bill, they opposed enactment on the following grounds: (1) Since 


it would vest in the proposed Federal Safety Division and its Director 
a subordinate officer of the Department of Labor, statutory functions 
and duties independent of the Secretary of Labor, it violated a major 
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mince of the first Hoover Commission, i.e., that no subordinate 
should have authority independent of his superior, and that all statu- 
tory power and authority should be vested in the head of the depart- 
ment; (2) its budgetary provisions would constitute an unwarranted 
restriction of a department head’s control over the administration of 
his agency’s operations, particularly those provisions which authorized 
the Federal Safety Director to recommend budget allocations for 
safety education programs in each agency and department; (3) there 
was in existence adequate machinery in the executive branch to enable 
the achievement of the objectives of the bill; (4) various provisions 


- lacked clarity and precision and were difficult to interpret and under- 


stand; and (5) the approach favored by the administration was to 
charge back to each Federal department and agency the costs of em- 
ployee compensation for their employees, with the objective of making 
such agencies more conscious of the costs of unsafe working conditions. 
This latter approach was contained in S. 3582, 84th Congress, then 
pending in the Committee on Labor and Public Welfare which took 
no action on the measure. 

Following the close of these hearings, in accordance with instruc- 
tions from members of the Subcommittee on Reorganization, the 
committee staff revised the bill so as to meet some of the major objec- 
tions, remove certain technical defects, and eliminate or modify some 
of the substantive provisions which were strongly opposed by certain 
of the executive branch agencies and departments. These various. 
changes and modifications were prepa as an amendment in the 
nature of a substitute which was reported favorably by the committee 
on July 25, and passed the Senate on July 26, 1956. No action was 
taken in the House of Representatives. S. 931 is identical to S. 3517 
as reported by the committee and passed by the Senate in the 84th 
Congress. 

Comments on S. 931 were received from the Comptroller General 
the Director of the Bureau of the Budget, and the Department of 
Labor. The Comptroller General took no position with respect to the 
policy contained in the bill, but suggested certain minor technical 
amendments. The Bureau of the Budget and the Department of 
Labor opposed the enactment of the bill on grounds similar to those 
expressed in regard to S. 3517 in the 84th Congress. Both agencies 
supported the administration bill, S. 816, now pending before the 
Senate Committee on Labor and Public Welfare, and which is identical 
to S. 3582, 84th Con According to the Department of Labor, 
S. 816 is part of the legislative program of the Department for 1957 
and is designed to improve the job safety performance of the Fede 
Government by charging back to Government agencies the costs of 
employee compensation for their employees with a view to making 
such agencies more conscious of the costs of unsafe working conditions. 

Although the committee gave careful consideration to the objections 
of the administration, it was felt that this legislation was necessary 
and in the public interest. Accordingly, on Ses 5, 1957, the com- 
mittee, following the recommendations of the Subcommittee on Reor- 
ganization which had considered the bill fully, reported S. 931 favor- 
ably, without amendment (S. Rept. No. 408, 85th Cong.). 

Although the bill was called on the Senate Calendar a number of 
times, following objection, it failed to pass and remained on the 

‘ealendar until the end of the 85th Congress. 
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H.R. 7390, to amend the Administrative Expenses Act of 1946, and for 
other purposes.—H.R. 7390, which passed the House of Representa- 
tives July 10, 1957, would have established statutory standards for the 
establishment, administration, and operation of governmental ad- 


.visory committees. 


The bill, in substance, would have made mandatory, on a govern- 
mentwide basis, the administrative standards recommended Ye the 
Attorney General in 1950 governing the operations of industrial 
advisory committees in connection with Saas infringement of the 
antitrust laws. In addition, advance notice to the Congress would 
have been required before any advisory committee could be estab- 
lished by any department of the Government in the future. 

The objectives of the legislation, according to the House Committee 
on Government Operations (H. Rept. No. 576, 84th Cong., Ist sess.), 
were to provide the Congress with more information on advisory 
committee activities, to prevent potential abuses of the advisory 
committee mechanism in influencing Government policy, to minimize 
possible violations of the antitrust or conflict-of-interest statutes and 
to limit the function of advisory committees to that of acting in an 
advisory capacity only. 

In brief, H.R. 7390 provided: (1) that no advisory committee shall 
be established without advance notice to the Speaker of the House of 
Representatives and the President of the Senate, (2) that the agenda 
for each advisory committee shall be formulated or approved by a 
full-time salaried officer or employee of the Government, (3) that 
minutes of advisory committee meetings shall contain the name of 
each member in attendance, a summary of the matters discussed 
stating the viewpoints expressed and the conclusions reached at the 
meetings; and (4) that the functions of advisory committees shall be 
strictly advisory. The bill also directed the President to prepare 
annually a public report detailing the membership of each advisory 
committee subject to the provisions of H.R. 7390, together with its 
functions. 

H.R. 7390 passed the House July 10, 1957. On July 11, 1957, it 
was referred to the Senate Committee on Government Operations. 
There was no action taken on the bill. 

(This committee forwarded a letter dated August 27, 1958, to the 
Director of the Bureau of the Budget requesting a report and informa- 
tion on the proposed legislation. Since no reply had been received 
by the committee, another letter was forwarded by the chairman of 
the committee under date of January 24, 1959, for consideration in 
connection with the bill which is expected to be reintroduced during 
the 86th Congress. A staff memorandum, covering the information 
requested was submitted to members of the committee on February 
12, 1959.) 

SCIENCE AND TECHNOLOGY 


Science and Technology Act of 1958 (S. 3126) 


During the Ist session of the 85th Congress, the staff was directed 
to make a study of the deficiencies in the Federal science program 
and to recommend appropriate reorganization proposals designed to 
coordinate Federal science activities with a view toward eliminating 
existing overlapping, conflicting, or duplicating programs. 

_ Following the submission of the staff report, a bill was introduced 
in the Senate by Senator Hubert H. Humphrey, chairman of the Sub- 
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committee on Reorganization, Senator John L. McClellan, chairman 
of the Committee on Government Operations, and Senator Ralph 
Yarborough. The bill (S. 3126) originally contained five titles, pro- 
viding for the creation of a Department of Science and Technology; 
to create standing Committees on Science and Technology; to estab- 
lish national institutes of scientific research; to authorize a program 
of Federal loans and loan insurance for college or university education 
in the physical or biological sciences, mathematics, or engineering; to 
authorize the establishment of scientific programs outside of the 
United States; and for other purposes. 

At an executive session held on February 7, 1958, the staff was 
further directed to (1) prepare an analysis of S. 3126; (2) point up 
sections of the bill to which opposition had been expressed, or which 
involved policy determinations by other committees; (3) develop 
information and supporting data from all available sources relative 
to the provisions of the bill to which opposition had been indicated; 
and (4) summarize available data relative to the present status and 
operations of the science functions performed by various Federal 
agencies. 

The committee subsequently recommended, and the Senate ap- 
proved on April 23, 1958, a resolution (S. Res. 292) authorizing the 
printing of the staff study as a Senate document (S. Doc. 90). This 
document. contained, in addition to the staff analysis of the proposed 
legislation, supporting material prepared by the Legislative Reference 
Service of the Library of Congress, and other agencies, for the use of 
the committee. 

Following the appointment of the Special Committee on Space and 
Astronautics, the Senate agreed to a motion made by the chairman of 
that committee, that S. 3126 be rereferred to that committee for con- 
sideration and action. The chairman of the Subcommittee on Reor- 
ganization, however, obtained permission of the chairman of the 
Special Committee on Space and Astronautics to hold hearings on 
that. section of title I which provided for the centralization of science 
documentation programs. Under this agreement,’ the Subcommittee 
on Reorganization held hearings on May 2, 6, and 7 and also on June 
25 and 26,1958. Extensive testimony was developed on proposals for 
expansion of the Federal program for coordination of scientific informa- 
tion, documentation, and retrieval. The substance of this provision 
contained in title I of S. 3126 was later incorporated as title LX of the 
National Defense Education Act of 1958, under which a Science 
Information Council was created within the National Science Founda- 
tion to carry out the objectives set forth in Senate Document 90. 

In a progress report on science programs of the Federal Government, 
submitted to the Senate on September 9, 1958 (S. Rept. 2498), out- 
lining legislative action taken by the 85th Congress on science, it was 
stated that the committee would reintroduce a bill to establish 
Department of Science and Technology in the 86th Congress. 

The staff of the Committee on Government Operations is presently 
preparing a supplemental report on administrative actions taken to 
implement the science programs established under authority of legis- 
lation approved in the 85th Congress. This report, which will be 
submitted to the Senate at an early date, will include details concern- 
ing the operations of the program approved by the last Congress, 
authorizing the National Science Foundation to initiate (1) a program 
for the coordination of Federal activities dealing with the gathering, 
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collating, and distribution of scientific information, and to contract 
through private groups qualified in this field for the performance of 
such services as are necessary to perfect a national program to insure 
that scientific information will be made available to scientists and 
others who require such information; (2) administrative actions in 
other areas of science, such as the effectiveness of programs relating 
to educational grants and the utilization of foreign currencies in the 
assembling, translating, and distribution of scientific materials abroad 
through the use of foreign credits; and (3) establishment of institutes 
of scientific research as proposed in the original Science and Technology 
Act of 1958, in the fields of meteorology, oceanography, and other 
basic sciences which will require substantial Federal support and 
contributions. 

A new bill (S. 676), was introduced in the 86th Congress, on January 
23, 1959, providing for the creation of a Department of Science and 
Technology. All other titles of the original bill (S. 3126, 85th Cong.) 
were omitted from the new bill, since they have been implemented in 
varying degrees by other legislative action. Hearings will be sched- 
uled soon after the report referred to in the preceding paragraph is 
available. 

S. 4089, to authorize the expenditure of funds through grants for the 
support of scientific research.—This bill was introduced by Senator 
Hubert H. Humphrey, at the request of the Director of the National 
Science Foundation. Its purpose was to advance and promote the 
progress of scientific research in the United States and to provide for 
to flexibility and economy in the administration of such research, 

y authorizing Federal Government departments and agencies en- 
gaged in the support of basic scientific research at institutions of higher 
education or other nonprofit organizations to (1) make grants for the 
support of such research; and (2) vest in such institutions or organiza- 
tions, without further obligation to the Government, title to equip- 
ment purchased with such grant or contract funds provided for the 
support or conduct of such research. The authority granted was 
permissive in nature, leaving it up to each individual agency to exer- 
cise its discretion with regard to whether it would use the grant or 
contract 6 terra and whether it would retain title to equipment 
purchased under the contract or grant. Finally, it did not authorize 
any new research programs or activities or increase Federal expendi- 
tures. 

The committee found that under then existing law, all Federal 
departments and agencies which are engaged in the support of basic 
scientific research, were authorized to support such activities by enter- 
ing into contracts with colleges, universities, or other nonprofit organi- 
zations for the conduct of such basic research. Only three agencies— 
the National Science Foundation and the Departments of Agriculture 
and Health, Education, and Welfare—were then authorized to accom- 
plish this work by means of grants as well as contracts. Furthermore, 
as these projects are completed, various problems arise concerning the 
disposition of the equipment used in connection with such research 
activities, title to which is retained by the Government. 

The committee was advised that certain types of research may be 
accomplished more advantageously by means of the contract form; 
whereas others are better accomplished by use of the grant. The 
committee was advised further that a considerable amount of expense 
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and unnecessary labor results from the retention by the Government of 
title to equipuisnt used in carrying out research projects due to the 
necessity for maintaining records and transporting and storing such 
property, which is often unsuitable for any other use. 

S, 4039 was submitted to the committee by Dr. Alan T. Waterman, 
Director of the National Science Foundation, in order to enable 
Federal agencies which do not have grant authority to exercise discre- 
tion as to the legal instrument to be used in support of basic research 
at educational institutions or other nonprofit organizations, and as to 


‘whether the agency should retain title to equipment purchased under 


the contract or grant, or transfer it to the institution or organization 
which may be able to use it more productively. 

Hearings on S. 4039 were held by the Subcommittee on Reorganiza- 
tion on June 25 and 26, 1958, relative to the expansion of the Federal 
program for coordination of scientific information and documentation 
(title I, S. 3126). 

Appearing in support of S. 4039 were Dr. Alan T. Waterman, 
Director, National Science Foundation; Mr. Ben G. Huff, Director, 
Office of Research and Services, Office of Assistant Secretary of 
Defense (Research and Engineering); Dr. C. W. Shilling, Deputy 
Director, Division of Biology and Medicine, Atomic Energy Com- 
mission; Mr. Walter Williams, Under Secretary of Commerce; and 
Dr. Stanley Fracker, Assistant to the Administrator, Agricultural 
Research Service, Department of Agriculture. No witnesses appeared 
in opposition to the bill. 

Dr. Waterman advised the subcommittee that S. 4039 was pre- 
sented by the Foundation to encourage the pursuit of national policies 
for the promotion of basic research and education in the sciences. He 
noted that the Foundation already possessed the authority which 
would be provided by the subject bill, but that the Foundation 
believed that the authority to use the grant mechanism and to fully 
dispose of property purchased with research funds provided by the 
Federal Government would be of great assistance to other agencies 
concerned with scientific research activities. 

On behalf of the Department of Defense, Mr. Ben G. Huff advised 
the subcommittee that the Department “heartily supports this pro- 
posed legislation.” 

He stated further that— 


The Department of Defense believes that a more liberal 
attitude in authorizing grants for the support of basic re- 
search would greatly stimulate and enhance these efforts. 
There is no doubt that institutions of higher education and 
other nonprofit organizations conducting basic and applied 
scientific research for the Department of Defense on con- 
tract will welcome the opportunity to obtain title to the 
equipment purchased with contract funds. * * * Further- 
more, * * * the policy as proposed in the bill would elim- 
inate the time, labor, an expense involved in keeping 
records of equipment and negotiations at the time of ter- 
mination of research projects. 


Dr. C. W. Shilling stated: 


As a representative of the Atomic Energy Commission, I 
am * * * happy to report our wholehearted support for 
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S. 4039, which would authorize our agency to make grants 
as well as contracts for the support of basic scientific research 
at institutions of higher education and other nonprofit 
organizations. 

As you are aware, the AEC now has authority under 
existing law to make grants for the conduct of certain educa- 
tional and training activities. We are utilizing this grant 
authority for the granting of money to institutions of 
higher education for the purpose of purchasing equipment 
to be used for the education and training programs in the 
area of special interest to the Atomic Energy Commission. 

To be eligible for these grants, the educational institution 
must meet certain prescribed requirements, which leads me 
to mention that a grant in our mind is not intended as an 
outright gift to the research institution. They would have 
to meet the same rigorous scientific standards now required 
for support by contract. But the grant is much more 
desirable from an administrative standpoint than a contract 
for support of basic research, as has been ably pointed out 
in the explanation of the draft bill before you and by the 
previous speakers. 

Because of its programatic nature, much of the research 
sponsored by the Atomic Energy Commission would con- 
tinue to be handled by contract, but we would welcome the 
authority to use the grant method for support of basic 
research, that portion of our program which we are conduct- 
ing in support of our programatic needs. 

e in the AEC also endorse the second section of the bill, 
which would permit us to allow our research contractors or 
grantees to retain title to the scientific equipment purchased 
to conduct the research we are sponsoring with them. 

Once again the compelling reasons for favoring this part 
of the bill have been clearly set forth, but let me say that 
such language would be very helpful to us not only in future 
grants or contracts but in profitably disposing of some of the 
equipment in university contracts now in force. 

In other words, we in the Atomic Energy Commission also 
wholeheartedly favor S. 4039 as an instrument which would 
make our program of research much more efficient and 
would make it easier and more profitable, and I think more 
economical in handling our research program. 


Testifying in support of S. 4039, on behalf of the Department of 
Agriculture, Dr. Stanley Fracker stated that it would strengthen the 
Department’s basic research activities and would supply it with 
authority it does not now have. 


He stated further that— 


The explanation of this bill as published in the Congress- 
sional Record refers to the Department of Agriculture as 
already having authority to make grants to educational in- 
stitutions and others for scientific work. I should explain 
that the authority in the Department of Agriculture relates 
only to the administration of statutory grants, and that the 
Department does not have authority to make discretionary 
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grants for specific projects and specific amounts such as is 
within the authority of, say, the National Institutes of 
Health. The Department does have authority to make 
research contracts and makes a number of them each year. 
Some of the contracts get quite closely into the field of basic 
research, where it is very difficult to describe precisely what 
the contractor is to do. It would accordingly be useful for 
the Department of Agriculture to participate in the authority 
that this bill carries, S. 4039, with respect to discretionary 
rants. 
: We would also agree with the comments made by the Na- 
tional Science Foundation on section 2 of bill S. 4039, which 
relates to the title to equipment and the advantages of mak- 
ing it possible in the discretion of the grantor agency for the 
grantee to retain equipment that was purchased under the 
grant. 


The Bureau of the Budget did not appear at the hearings. How- 
ever, by letter of July 1, 1958, the Bureau expressed its support of 
S. 4039, as well as that of agencies having responsibilities in the field 
of scientific research. 

Following the hearings, the committee adopted certain perfecting 
amendments in order to insure that the grant authority provided in the 
bill would be applicable only to nonprofit institutions of higher educa- 
tion and to organizations concerned primarily with the conduct of 
scientific research. An additional section was added in order to make 
certain that the Congress would be informed with respect to the 
amount and number of grants made and the institutions in whom title 
to equipment is vested. 

The committee reported S. 4039 favorably, with the amendments 
indicated, on July 30, 1958 (S, Rept. 2044, 85th Cong.), and the bill 
passed the Senate on August 4, 1958. The measure was reported 
favorably with technical, perfeeting amendments by the House Com- 
mittee on Interstate and Foreign Commerce on August 15, 1958 
(H. Rept. 2640, 85th Cong.) and passed the House on August 22, 1958. 
The Senate agreed to the House amendments and the bill became 
Public Law 85-934 on September 6, 1958. 

S. Res. 347, authorizing a study of worldwide health activities. —This 
resolution was introduced by Senator Hubert H. Humphrey, chairman 
of the Subcommittee on Reorganization and International Organiza- 
tions, on July 25, 1958. It was approved by the Senate on August 18, 
1958, following favorable consideration by the Senate Committee on 
Rules and Administration (S. Rept. 2360, 85th Cong.). 

The purpose of Senate Resolution 347 was to authorize the Senate 
Committee on Government Operations, or any subcommittee thereof, 
to make a complete study of any and all matters pertaining to the 
international activities of the Federal executive branch departments 
and agencies relative to worldwide health matters, and all matters 
pertaining to intergovernmental relations between the United States 
and international organizations of which the United States is a mem- 
ber. Included were all matters pertaining to international health 
research, rehabilitation, and assistance programs, including, but not 
limited to (1) the general authorization of funds for the future to 
enable the programs efficiently to achieve their purposes, including 
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the use of U.S. appropriations and foreign currencies generated by 
U.S. Government aid and the sales of farm surpluses; and (2) the 
coordination of programs related to international health, on the part 
of interested U.S. Government agencies, including but not limited to, 
the programs of the Department of State, the International Coopera- 
tion Administration, the Department of Health. Education, and Wel- 
fare, the Atomic Energy Commission, the Veterans’ Administration, 
and the National Science Foundation, in appropriate cooperation with 
nongovernmental organizations. 

The committee was authorized to employ technical and clerical 
assistance and consultants on a temporary basis, and to utilize the 
reimbursable services, information, and personnel of any department 
or agency of the Federal Government, with the prior consent of the 
heads of such departments or agencies and also the Senate Committee 
on Rules and Administration. The committee was required to report 
its findings and recommendations at the earliest practicable date, but 
not later than January 31, 1959. An appropriation of $30,000 was 
authorized to meet the necessary expenses of the study. 

The resolution also authorized the committee te study and report 
on international cultural, educational, and exchange of persons 
programs. The subcommittee, after careful consideration, agreed not 
to make operative this aspect of its work. 

Following approval of Senate Resolution 347, the Committee on 
Government Operations renamed its Subcommittee on Reorganization 
the Subcommittee on Reorganization and International Organizations 
and directed it to undertake the necessary action. A project director 
was appointed and two professional staff members of the full committee 
were assigned to assist the subcommittee in handling its responsibilities 
pursuant to the resolution. 

At the outset, and because of the limited time at its disposal, the 
subcommittee decided to focus its attention on documenting inter- 
national medical research programs and international medical assist- 
ance or service programs now carried on. With respect to these areas, 
the subcommittee’s objective was to work with the Federal depart- 
ments and agencies which carry on activities in the field of inter- 
national health and medical research, in order to develop information 
leading to such legislative action as may be deemed necessary to bring 
about better coordination of international health programs, carried 
on or participated in by the United States; to eliminate overlapping 
and duplication of such activities as may be, in the judgment of the 
subcommittee, essential to the development of an adequate program 
in the international health and medical research fields. 

As a preliminary step, the subcommittee developed a nine-page 
preliminary work plan setting forth its objectives and inviting com- 
ments from various agencies of the F heal Government, from all of 
the major nongovernmental organizations in the United States which 
have an interest in international health and medical research, and 
_ — intergovernmental and nongovernmental organizations 
abroad. 

A tremendous amount of detailed material, submitted to the sub- 
committee in response to its invitation, is now being analyzed and 
edited. Simultaneously the subcommittee conducted a series of con- 
ferences in Washington, D.C., with interested officials of the Federal 
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Government, American and foreign scientists, and with representa- 
tives of interested organizations. 

During November and December 1958, the chairman, and members 
of the professional staff, conferred with officials of health ministries in 
the United Kingdom, France, Switzerland, Denmark, Sweden, Finland, 
Germany (including West Berlin), Norway, and the Soviet Union. 
Conferences were also conducted with officials of the World Health 
Organization, the International Labor Organization, UNESCO, the 
Food and Agriculture Organization, and the United Nations Chil- 
dren’s Fund. 

As this study progresses, the subcommittee will present a series of 
reports on international health and medical research. On November 
18, 1958, the first of these, entitled “International Medical Research: 
A Compilation of Background Material,” was issued as a committee 
print. It was prepared by the National Institutes of Health at the 
request of the subcommittee, and contains a 117-page survey of de- 
velopments in the field over a period of many years. Included are 
such matters as the significance of foreign contributions to present 
knowledge in major areas of medical research; an outline of inter- 
national communications in the medical sciences; a brief history of 
American medical research; and present programs of the U.S. Public 
Health Service. 

The second report of the subcommittee, now in preparation, en- 
titled “Statutory Authority for Medical and Health-Related Re- 
search by Federal Agencies,” reviews all of the legal authority for the 
various activities and also indicates gaps in existing statutory au- 
thority. Another report, the third in this series, entitled “The 
Status of World Health—In Outline Text and Chart,” prepared by 
the U.S. Public Health Service at the request of the dabsomnmiteea 
will indicate the overall dimensions of international health problems. 

Also in preparation is the interim report of the Subcommittee on 
Reorganization and International Organizations, which will include 
an outline detailing Federal budgetary and expenditure provisions of 
all Federal departments and agencies in the international health and 
medical research fields, and a report entitled ‘The Armed Forces and 
Medical Research,” detailing the stake of the Military Establishment 
in health research in war and peace. 

The subcommittee plans to hold extensive hearings during the 86th 
Congress, covering the entire area under study, with witnesses from 
Federal departments, medical organizations, and lay groups; to issue 
additional reports and publications designed to clarify major prob- 
lems of international medical research and service; and to conduct 
on-the-scene conferences and studies of health research and assistance 
efforts in other parts of the world, such as Latin America. 

Throughout its operations, the subcommittee will concentrate on 
securing the judgment of outstanding experts with a view toward 
formulating recommendations for increased efficiency of Federal and 
international health and medical research activities. 

S. Con. Res. 119, favoring a plan to make available to appropriate 
committees of Congress the services of experienced scientists or con- 
sultants.—This concurrent resolution provided that a continuously 
revised and rotated panel of not less than 100 competent and experi- 
enced members of the scientific community of the United States who 
are available for service on request as scientific consultants to com- 
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mittees of the Congress should be prepared by the Committees on 
Government Operations of the Senate and the House of Representa- 
tives; and that select personnel of such a panel should be made 
available to the appropriate committees of the Congress, upon com- 
mittee invitation. 

This resolution was introduced in the closing days of the Congress 
and the committee did not have an opportunity to consider it before 
the Congress adjourned. 


REORGANIZATIONS IN THE LEGISLATIVE BRANCH OF THE GOVERNMENT 


The committee, in carrying out its functions under the provisions 
of the Legislative Reorganization Act requiring consideration of legis- 
lation and other matters dealing with budgeting and accounting, and 
evaluating the effects of laws enacted to reorganize the legislative 
branch of the Government, gave consideration to several important 
areas affecting the Congress during the 85th Congress. 

These studies and proposals were based upon (a) the need for tighter 
congressional control over the purse strings, and for legislation de- 
signed to remedy deficiencies in appropriation procedures and the 
expenditure of public funds, and (6) to effect changes in the rules of 
the Senate so as to bring about better coordination of all functions of 
that body in order to permit better adjustment of schedules of mem- 
bers for the performance of essential duties in the Senate and in com- 
mittees, looking toward the improvement of the legislative process. 

S. 1585 (H.R. 2416), to amend the Legislative Reorganization Act of 
1946 to provide for more effective evaluation of the fiscal requirements a 
the executive agencies of the Government of the United States —This bill 
would have amended the Legislative Reorganization Act of 1946 to 
provide for more effective evaluation of the fiscal requirements of the 
executive agencies of the Government of the United States. This 
proposal would have created a Joint Committee on the Budget com- 
posed of seven members each from the House and Senate Committees 
on Appropriations. Its objective was to remedy serious deficiencies 
in appropriation procedures and to improve the surveillance over the 
expenditure of public funds. It constitutes a positive approach to 
the elimination of extravagance, waste, and needless or excessive 
appropriations. 

The action taken by the House of Representatives in adopting a 
resolution requesting the President to indicate the places and amounts 
in his budget where he thinks substantial reductions may best be 
made, is a clear indication that the Congress does not have adequate 
information upon which to act in carrying out its constitutional 
responsibilities for maintaining adequate controls over Government 
expenditures. 

he Senate has repeatedly attempted to enact legislation which 
would provide the machinery necessary to effect reductions in Federal 
expenditures. On recommendations of the Committee on Govern- 
ment Operations, the Senate approved, in the 82d, 83d, and 84th 
Congresses, bills similar or identical toS. 1585. The bill was approved 
by a vote of 55 to 8 in the 82d Congress and, after the committee had 
adopted further perfecting aenandteats. passed the Senate under 
unanimous consent in both the 83d and 84th Congresses. The House 
of Representatives in each instance has withheld approval of these 
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bills, although no vote has ever been permitted on the merits of the 
proposal. The Congress and its Appropriations Committees continue 
to labor under a tremendous handicap in passing judgment on budget 
requests for the executive branch of the Government. Failure to 
provide adequate facilities for the procurement of factual information 
that is needed and indispensable to enable the Congress and its com- 
mittees to make sound and judicious determinations with respect to 
appropriations requested in the budget, has resulted in a demand on 
the part of the public for remedial action. 

The Commission on Organization of the Executive Branch of the 
Government made specific recommendations to the Congress with a 
view to improving governmental budget and accounting methods and 
procedures. A bill which, among other provisions, called for the sub- 
mission of budget requests to the Congress on an annual accrued ex- 
penditure basis was passed by the Senate during the 84th Congress, as 
recommended by the Hoover Commission. This provision was 
stricken in conference at the insistence of members of the House 
Committee on Appropriations. Legislation to implement that part 
of the Hoover report was introduced in the 85th Congress, but there 
have been certain objections raised to this approach on the basis that 
it might seriously impair the effectiveness of the Committees on 
Appropriations, particularly in relation to contract authority. 

This bill will not only provide the Congress with adequate facilities 
to carry out its constitutional functions and to retain control over the 
purse strings, but will provide the medium through which the neces- 
sary economies in governmental operations can be effected. It will 
set up machinery through which all of the recommendations of the 
Hoover Commission can be fully implemented under authority which 
will be vested in the proposed Joint Committee on the Budget without 
further legislative action, and with the further advantage of retaining 
complete legislative control over all appropriations and the expenditure 
of Federal funds. 

Section 1 of the bill charges the Joint Committee with the duty “to 
inform itself on all matters relating to the annual budget of the agencies 
of the U.S. Government, * * *’; “to provide the Committee on 
Appropriations of the House of Representatives and the Committee 
on Appropriations of the Senate with such information on items con- 
tained in such budget and the justification submitted in support 
thereof, as may be necessary to enable said committees to give 
adequate consideration thereto.” That is the heart of the bill. 

The bill makes it the duty of the Joint Committee “to report to the 
Appropriations Committees of the House of Representatives and the 
Senate its findings with respect to budget estimates and revisions in 
appropriations required to hold expenditures to the minimum con- 
sistent with the requirements of Government operations and national 
security.”” That is the goal the bill seeks to attain. 

To enable the Joint Committee to properly function and render the 
services and perform the duties prescribed the committee is em- 
powered to employ a professional, technical, and clerical staff and, 
upon the written authority of the chairman or the vice chairman, the 
members of the professional and technical staff “shall have the right 
to examine the fiscal books, documents, papers, and reports of any 
agency of the U.S. Government within or without the District of 
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Columbia, and data related to proposed appropriations in the annual 
budget transmitted by the President.” 

The Joint Committee is also authorized to hold hearings at any 
time whether the Congress is in session, in recess, or has adjourned, 
in order to examine into and inform itself on matters relatine to the 
Federal budget, requested appropriations, and the expenditure of 
public funds. It will then report its findings to the two Appropria- 
tions Committees. 

The bill, as introduced, contains a provision approved by the com- 
mittee in the 84th Congress, which authorizes the Comptroller Gen- 
eral of the United States to undertake special investigations upon the 
request of the chairman of the Joint Committee on the Budget. This 
section of the bill is designed to conform to a number of suggestions 
submitted so the committee relative to the desirability of establishing 
a qualified staff on a permanent and nonpolitical basis to make such 
investigations and reports as may be required by the Joint Committee 
to supplement the work of its own professional staff with respect to 
designated agencies. 

The bill authorizes the Joint Committee to adopt rules respecting 
its organization and procedures, and contains a further subsection re- 
quiring the inclusion in the annual Budget of the United States of a 
special anaiysis of all active long-term construction and development 
programs and projects authorized by the Congress, including grants- 
in-aid programs, under a separate grouping covering a projected 
period of 10 years. 

The need for the services which would be performed by the joint 
committee, for both the Appropriations Committees and for the Con- 
gress, is obvious. ‘The Bureau of the Budget, an arm of the executive 
branch of the Government, employs more than 500 people the year 
around, at an annual cost in excess of $3% million, who devote them- 
selves to the preparation and submission of the annual budget of the 
President to the Congress. Every agency and department of the 
Government has its own budget staff and employees separate and 
apart from the Bureau, the number and cost of which is indetermi- 
nable. All of these Federal employees represent the views of the exec- 
utive branch with reference to appropriations to cover the operating 
cost of that branch of the Government. When appropriation bills 
are before the committees of Congress, the hearings conducted are 
ex parte in nature. Witnesses appearing before the committee are 
the heads and representatives of the agencies desiring the money to 
spend. Their purpose is to support and defend the budget requests 
both as to necessity and amounts. 

The Appropriations Committees have not heretofore been equipped 
with adequate permanent professional and technical staffs charged with 
the duty or responsibility of thoroughly examining and evaluating 
proposed expenditures. Neither the Congress nor the taxpayers are 
represented by witnesses who are prepared and competent to refute 
with facts and reliable information the claims or the evidence sub- 
mitted by representatives of the executive branch in support of the 
budget requests. 

Under this procedure it is most difficult, if not impossible, for the 
Appropriations Committees to screen the requests before them and 
make fair and judicious decisions with reference to all appropriation 
items. They only hear one side of the case. A Joint Committee, as 
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proposed by the bill, properly staffed and functioning, will be able to 
present to the Appropriations Committees and to the Congress factual 
information that will justify the elimination of some items entirely 
and a reduction in the amounts of many others. 

This committee would follow up on funds appropriated by the 
Congress and report on the prudence of their expenditure. On the 
basis of such reports the Congress would then be able to make more 
intelligent determinations with respect to subsequent appropriations. 

The bill was reported (S. Rept. 165) on March 18, 1957, and passed 
the Senate April 4. The House committee reported H.R. 6900 with an 
amendment on June 13 (H. Rept. 567) which included two provisions 
of S. 1585, with certain language modifications. The Rules Com- 
mittee bottled up this bill in the same manner as it has previously 
stymied progress and improvements in the manner of stating budgets, 
investigation, and analysis of budget programs, and other proposals 
to strengthen the hand of Congress over the fiscal affairs of the 
Government. 

S. Res. 102, relative to fixing separate days for Senate sessions and 
committee meetings.—This resolution provided as follows: 


That it is the sense of the Senate that the leadership of 
the Senate experiment with schedules for meetings of the 
Senate so as to determine whether the business of the Senate 
will be more efficiently transacted by providing for alternate 
days for Chamber sessions and committee meetings, or b 
providing for 3 full days for committee meetings and 3 full 
days for sessions in the Chamber, or by providing some other 
schedule. 


A similar proposal was originally approved by the Senate, as a 
section of the Legislative Reorganization Act of 1946. This proposal 
was intended as a part of the program to improve the operations of 
the Senate, as outlined in the committee print of a report on the 
activities of the Senate during the 84th Congress. 

This resolution, together with a detailed report (S. Rept. 96) con- 
taining a wealth of information on the workload and activities of 
the Senate, its Members and committees, was filed on February 22 
1957, in an effort to focus attention on the day-to-day problems and 
responsibilities involved in the operation of the Senate. 

¢. 2191, to amend title III of the Legislative Reorganization Act of 
1946, as amended, and for other purposes.—This bill was introduced by 
Senator John H. McClellan, for himself and other members of the 
Special Committee to Investigate Political Activities, Lobbying, and 
Campaign Contributions, on Ma 31, 1957. It was prepared by the 
staff of the special committee following extensive hearings and staff 
work which is detailed in the report of that committee (S. Rept. No. 
395, 85th Cong.). 

S. 2191 was a complete revision of the existing Federal Regulation 
of Lobbying Act which comprises title III of the Legislative Reorgani- 
zation Act of 1946. It was designed primarily to clarify and simplify 
existing law, delineate its coverage clearly and precisely, and provide 
for its effective administration. Emphasis was placed upon disclosure 
and not regulation and the act was accordingly renamed the “‘Legis- 
lative Activities Disclosure Act.” 
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The bill required that “legislative agents,’ defined in the act as 
persons who, for any consideration, are employed or retained to in- 
fluence legislation by means of direct communication with Congress, 
must file notices of representation identifying themselves and their 

rincipals, and the terms of their representation. In addition, the 

bill would have required the filing of periodic reports and the mainte- 
nance of specified records by legislative agents, as well as certain 
others who for a stated amount of compensation are employed to 
influence legislation by direct communication, or who employ others 
for that purpose, or the have made expenditures in excess of a stated 
amount in presenting a program intended or designed to influence 
legislation. 

Administration of the act was vested in the Comptroller General 
of the United States, who was given certain stated duties and func- 
tions in connection with prescribing appropriate forms, insuring com- 
pliance with the provisions of the act, compiling and making available 
certain information, and reporting periodically to the Congress. 

Criminal penalties for failure to comply with the registration and 
reporting requirements of the act were limited to legislative agents. 
AN others who were covered by the provisions of the act were made 
subject only to civil action by means of the injunctive process. Addi- 
tional criminal penalties were provided for the transmission to the 
Congress of spurious communications and for making false statements. 

In accordance with directions from the chairman, the staff of the 
Committee on Government Operations, to which the bill was referred, 
in collaboration with a representative of the legislative counsel of the 
Senate, made a careful study of the bill. This study revealed that 
certain of its provisions raised questions of major policy; other provi- 
sions lacked darity of purpose and intent; and, throughout the bill, 
there were numerous technical deficiencies. A detailed analysis of 
these problems was set forth in staff memorandum No. 85-1-38, 
issued by the committee on June 20, 1957. Included in this memo- 
randum were staff recommendations for amendments designed to 
clarify the purpose and intent, eliminate the technical deficiencies, 
and furnish assistance to the committee in connection with resolving 
the policy questions which were raised. 

The committee held a series of executive sessions at which various 
issues raised by the bill were considered and discussed. In addition, 
the staff was directed to make copies of the staff memorandum avail- 
able to all individuals and organizations which had an interest in the 
subject matter of the bill. Some of the leading trade associations 
and numerous individuals submitted detailed comments on various 

rovisions of S. 2191, and many of these were incorporated in Staff 

emorandums No. 85-1-39, dated June 21, 1957, and No. 85-1-44, 
dated July 3, 1957. 

Following further committee consideration of the bill, two commit- 
tee prints were drafted, one dated June 21, 1957 and the other dated 
June 26, 1957, embodying amendments resulting from committee dis- 
cussion as well as some of the suggestions received by the committee 
which were believed to have merit. 

Due to the press of urgent business and the necessity for additional 
consideration and discussion, in order to resolve numerous difficult 
problems raised by the bill, no further action was taken. 
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INTERGOVERNMENTAL RELATIONS 


During the 85th Congress, the committee had before it numerous 
measures dealing with various aspects of intergovernmental relations. 
These measures included bills providing for Federal payments of taxes 
or in lieu thereof to State or local taxing authorities; the elimination 
of claims of immunity from certain types of State and local taxation; 
the adjustment of legislative jurisdiction exercised by the United 
States over land in the several States used for Federal purposes; and 
the establishment of a Commission on Federal and State Jurisdiction. 


Payments in lieu of taxes 


. Six bills dealing with various aspects of payments of taxes or in 
lieu thereof, by the Federal Government to State or local taxing au- 
thorities, were referred to the committee during the 85th Congress. 
Two of these bills, S. 30 (Malone) and S. 1104 (Hennings), would 
have established fairly broad, permanent programs with respect to 
pens of taxes and special assessments, or in lieu of taxes, by the 
ederal Government to local taxing authorities; two others, S. 550 
(Schoeppel and Saltonstall), and S. 1573 (Jackson and Magnuson), 
would have established permanent but very narrow programs for 
payments on a very limited category of properties; S. 967 (Humphrey 
and 12 other Members), would have established a temporary program 
for payments in lieu of taxes and for special assessments on a very 
limited category of real property, subject to numerous restrictions 
and limitations; and S. 3677 (Saltonstall and Schoeppel) authorizing 
a 2-year extension of a limited category of payments now being made. 
S. 967, to authorize the payment to local governments of sums in lieu 
of taxes and special assessments with respect to certain Federal real 
property.—This bill was identical to S. 4183, which was reported 
favorably by the committee in the 84th Congress as an original com- 
mittee bill, following extensive hearings and lengthy consideration. 
The original bill was developed by the committee staff in collabora- 
tion with the representatives of the administration. It would have 
authorized for a 5-year period (1) a very limited program of pay- 
ments in lieu of taxes on industrial or commercial real property 
acquired by the Federal Government after June 30, 1950; (2) pay- 
ments of special assessments levied after the effective date of the act 
in urban or suburban areas, if such assessments were levied on real 
property owned by other taxable persons; and (3) payments in lieu 
of taxes on the interest of the Federal Government in real property 
leased or sold to private persons under conditional sales contracts, if 
such property were ouned by a taxable person. 
The effect of the bill would have been to establish a temporary 
ar of payments in lieu of taxes and special assessments on a very 
imited category of real property which has been removed from local 
tax rolls as a result of Federal acquisition. The major category of 
eens authorized would have been at the discretion of a Federal 
oard which was to administer the program, and numerous additional 
safeguards were included to insure against any undue or unjustified 
payments. The board would have been required, in addition, to 
conduct a comprehensive study and make a case-by-case analysis of 
virtually every phase of fiscal and related problems of local taxin 
authorities arising out of Federal immunity from local real and person 
property taxes, including the operation of existing programs. The 
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Congress was to receive semiannual reports from the board on the 
operation of the program, and, within 2 years after the date of enact- 
ment, a comprehensive report accompanied by appropriate proposed 
legislation, detailing its recommendation on the necessity for a con- 
tinuing policy. S. 967 represented more than 8 years of study and 
deliberation by the committee. It would have implemented, in 
principle, many of the major recommendations, relative to payments 
in lieu of taxes of the Commission on Intergovernmental Relations; 
it had the support of the administration and embodied the views and 
amendments submitted to the committee by the Bureau of the Budget; 
and nothing contained in the bill would have had any effect upon 
existing payments or revenue-sharing arrangements authorized by law. 

This bill was considered in executive session and action was deferred. 
(See S. Rept. 2424, 84th Cong.; S. Rept. 1, 85th Cong.) 

S. 30, to authorize the taxation of certain Federal real property by 
State and local taxing authorities.—This bill provided for Federal con- 
sent to State and local taxation of, and the levy of special assessments 
on, all federal property within the territorial jurisdiction of the State 
and local taxing authorities where located, to the same extent and 
under the same conditions as other property of like class, effective for 
any period after June 30, 1956. Excluded from coverage is Federal 

roperty which (1) if privately owned or controlled would be exempt 
Seenuee of the use to which it is devoted; (2) is the subject of any 
revenue-sharing arrangement under Federal law where such revenue 
equals or exceeds the tax which would otherwise be levied in the 
regular manner; or (3) is devoted primarily to certain uses specifically 
listed, including properties devoted to activities traditionally carried 
on by the Federal Government. 

Provision was made for the payment of such tax or special assess- 
ment by the Federal agency owning the property in question when the 
tax or assessment becomes due, and requires such agencies to furnish 
to the local taxing authorities certain specified information with 
respect to such property. Procedures are set forth concerning the 
manner in which taxing authorities may proceed to levy and collect 
taxes on Federal property, and certain stated steps must be taken, in 
the absence of which no payment may be made. Federal property- 
owning agencies and their property are exempted from penalties, 
interest payments or liens for failure to make timely payments, and 
also exempted are Federal properties which are subject to payments 
of taxes or in lieu thereof under other provisions of law. State and 
local taxing authorities are authorized to file an action in an appro- 
priate U.S. district court to recover any unpaid portion of a claim for 
taxes or special assessments which has been duly filed, and provision 
is made for regular appellate procedures, subject to certain time re- 
quirements and limitations. 

This bill is identical to S. 2754, 84th Congress, upon which no action 
was taken. 

S. 550, to provide for payments in lieu of taxes to State tax authorities 
with respect to certain real property subject at the time of its acquisition 
by the United States to real property tax committed to the discharge of 
bonded indebtedness for any public improvement.—This bill would 
authorize payments in lieu of taxes to State or local tax authorities 
with respect to real property acquired by the Federal Government 
after December 31, 1954, which realty was subject, immediately pre- 
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ceding such acquisition by the United States, to real property tax 
the proceeds of which were committed to the discharge of bonded 
indebtedness for any public improvements. Public improvements 
are defined to include public schools, streets, roads, bridges, sewers 
drainage projects, or other improvements undertaken by or on behal 
of any State tax authority for the benefit of the geographical area 
over which such tax authority has jurisdiction. 

As soon as practicable after the effective date of the act (July 1, 
1957), the Federal controlling agency would be required to pay the 
taxing authority a sum equal to the total amount of such real property 
tax which would have become due and payable in the period from the 
date of its acquisition by the United States to the effective date of the 
act if such property had remained in apm ownership. Thereafter, 
pane on such properties would be made each fiscal year on or 

efore the date on which such real property tax is due and payable. 
The Federal Government would not be required to make any such 
payments with respect to any Federal property for any fiscal year 
beginning after the date of final discharge of the indebtedness on 
account of which payments were required to be made. Federal con- 
trolling agencies required to make more than one payment under this 
act may at any time pay the tax authority a single sum equal to the 
total amount of all payments which such tax authority would be 
entitled to receive. 

This bill is identical to S. 3534, 84th Congress, upon which no 
action was taken. 

S. 1104, providing for the making of payments to the States and 
their political subdivisions in lieu of taxes with respect to certain real 
property owned by the United States.—This bill would authorize pay- 
ments in lieu of taxes to local taxing authorities on real property 
owned by the United States or its agencies, and in lieu of school taxes 
to taxing authorities levying a separate school tax on privately owned 
real property. Payments would be made for each calendar year 
following the enactment of the act and would be in sums equal to the 
aggregate amount of real property taxes which would have been levied 
on such property if privately owned. If during the calendar year any 
public service which is rendered by such tax authority for the benefit 
of privately owned property was not rendered for the benefit of such 
Federal property, the cost of providing such service for such Federal 
property, as determined by the taxing authority, would be deducted 
from the amount of such payment. The amount of the payment in 
lieu of school taxes would be a sum equal to the fair tuition charge for 
the number of pupils residing upon Federal property who attend 

ublic schools maintained by the taxing authority, which amount shall 
@ determined by the U.S. Commissioner of Education whose deter- 
mination shall be final. 

As to real property taxes, exclusive of school taxes, no payments 
would be authorized unless there is in effect, within the taxing au- 
thority area State or local law which accords to the United States 
with respect to any claim the same rights of administrative and 
judicial review which are accorded by such law to private taxpayers 
with respect to the determination of the existence and amount of their 
liability for the payment of any real property tax which provides & 
measure for the amount of any payment authorized by such section. 
Furthermore, this act would not apply to any property with respect to 
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which the power of taxation is waived in accerdance with State or 
local law by the tax authority in which such property is located. 
Finally, the Secretary of the Treasury would prescribe such rules, 
regulations and forms as may be required to carry into effect the 
provisions of this act. Action on this bill was deferred. 

S. 1573 to provide for the making of payments to State tax authorities 
with respect to Federal real property of amounts equal to the sums which 
would be paid as special assessments thereon for public improvements 
if such land were privately owned.—This bill provided only for Federal 
payments to State and local taxing authorities in lieu of special assess- 
ments for public improvements on Federal real property. It would 
authorize Federal agencies owning or controlling real property to pay 
State and local taxing units sums equal to those which they would 
have been entitled to receive with respect to such property upon any 
special assessment levied after December 31, 1954, for any public im- 
provement if such property were privately owned and not exempt from 
the payment of such special assessment. Payments on account of 
special assessments levied prior to the date of enactment of the act 
would be required to be made as soon as practicable after the enact- 
ment date, and as nearly as practicable under the same terms and con- 
ditions which would govern the payment of special assessments upon 
such property if it were taivasely owned and not exempt from such 
payments. 

S. 1573 is identical to S. 3785, 84th Congress, upon which no action 
was taken. 

S. 3677 (H.R. 12165, H.R. 12183, and H.R. 12835) to extend for 
2 years the period for which payments in lieu of taxes may be made with 
respect to certain real property transferred by the Reconstruction Finance 
Corporation and its subsidiaries to other Government departments.—The 
purpose of this bill was to extend for 2 years from December 31, 1958, 
the period for which payments in lieu of taxes may be made to State 
and local taxing authorities by the Federal Government with respect 
to certain real property on which such payments were authorized by 
Public Law 388, 84th Congress. 

Public Law 388, which became law on August 12, 1955, was designed 
to furnish temporary relief for local taxing authorities which were 
under an undue and unexpected burden as the result of the transfer 
of taxable real property from the Reconstruction Finance Corporation 
or its subsidiaries to another Federal agency or department, which 
transfer operated to take such property out of taxation. It author- 
ized payments in lieu of taxes with respect to such property only if 
it was transferred by the Reconstruction Finance Corporation, or 
one of its subsidiaries, to another Federal agency or department on 
or after January 1, 1946, and only if title to such property had been 
held continuously by the United States since such transfer. With 
respect to real property meeting these conditions, the Government 
department having custody or control is required to pay the local 
taxing authority, for the period commencing on January 1, 1955, and 
terminating on December 31, 1958, an amount equal to the real prop- 
erty tax which would have been payable on any date on which such 
taxes would have been due during the specified period if the property 
were privately owned. 

Exempted from coverage under Public Law 388 were real property 
upon which State or local taxing authorities were receiving taxes or 
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payments in lieu thereof under other provisions of law; real property 
used or held for any purpose for which it would be exempt under 
State laws; and Federal real property which is traditionally immune 
from local taxation. The Federal Government was protected from 
the imposition by local taxing authorities of any penalties in the event 
of failure to make their timely payments of any taxes authorized by 
the act, including foreclosure, attachment, garnishment, etc. Finally, 
no liability or obligation on the part of the Federal Government for 
any payments under this act can accrue for any period prior to 
January 1, 1955, or after December 31, 1958. S. 3677 extended the 
period for which payment may be made to December 31, 1960. 

S. 3677 was reported favorably on June 9, 1958 (S. Rept. 1680) and 
passsed the Senate June 23, 1958. On June 24, 1958, the House 
Committee on Government Operations approved a companion bill, 
H.R. 12165 (H. Rept. 2024). 5S. 3677 passed the House on July 21, 
1958, under suspension of the rules, and became Public Law 85-579 
on August 1, 1958. 


Elimination of claims of immunity 

S. 6, to eliminate claims of immunity from State and local taxes based 
on contracts with the United States or its agencies or instrumentalities.— 
The purpose of this bill was to prevent the constitutional immunity 
of the United States from State and local taxes from being extended 
to cover purchases made by private, independent contractors doing 
work for the United States. It sought to accomplish this objective 
by providing for the elimination of claims of immunity from such 
taxes by any person on the ground that he is a contractor performing 
work for and, at the same time, acting as the agent of the United 
States or any agency or instrumentality thereof, in the procurement 
of tangible property of any kind for use in the performance of the 
contract. 

A subcommittee, composed of Senator Thurmond, chairman, and 
Senators Yarborough, and Revercomb, appointed to consider S. 6, 
held hearings on June 11 and 12, 1957. The basic issue at the hear- 
ings was whether a private contractor doing business with the Federal 
Government should be immune from State or local taxation on his 
business activity solely on the ground that a provision of the con- 
tract with the Government names such private contractor an agent 
of the United States for the purpose of procuring tangible property 
for use in the performance of the contract. 

Following careful deliberation, the committee concluded that 
opponents of the bill, consisting entirely of representatives of the 
executive branch, had failed to present any compelling reason for 
exempting from State and local taxation private contractors doing 
business with the Government whose business activity would other- 
wise be subject to such taxes solely on the ground that the private 
contractor had been named an agent of the United States in the 
procurement of property required for use in the performance of the 
contract. 

The bill was reported favorably on February 10, 1958 (S. Rept. 
1276), passed the Senate on March 4, 1958, and was referred, on 
March 5, 1958, to the Committee on Ways and Means of the House 
of Representatives where no further action was taken. 
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Adjustment of legislative jurisdiction 

S. 1588 (S. 478), to provide for the adjustment of the legislative juris- 
diction exercised by the United States over land in the several States used 
for Federal purposes.—The purpose of S. 1538, as amended, was to 
permit Federal agencies to restore to the States certain jurisdictional 
authority now vested in the United States, which may better be 
administered by State authorities, and to acquire only such jurisdic- 
tion as may be necessary in connection with future land procurement. 
Once legislative jurisdiction has been vested in the United States, it 
cannot be revested in the States other than by operation of a limitation 
imposed by the State at the time the State ceded jurisdiction, or by 
an act of Congress. 

The bill specifically declared it to be the policy of the Congress that 
(1) the Federal Government shall receive or retain only such measure 
of legislative jurisdiction over federally owned or operated land areas 
within the States as may be necessary for the proper performance of 
Federal functions; and (2) to the extent consistent with the purposes 
for which the land is held by the United States, the Federal Govern- 
ment shall avoid receiving or retaining concurrent jurisdiction or any 
measure of exclusive legislative jurisdiction. An overall objective of 
the bill was to provide that, in any case, the Federal Government 
should not receive or retain any of the States’ legislative jurisdiction 
with respect to qualifications for voting, education, public health and 
safety, taxation, marriage, divorce, descent and distribution of prop- 
erty, and a variety of other matters, which are ordinarily the subject 
of State control. 

S. 1538, as proposed to be amended, would have authorized the 
head or other authorized officer of any department or independent 
establishment or agency of the Federal Government to relinquish to 
the State in which any Federal lands or interests therein under his 
custody or control are situated, such measure of legislative jurisdiction 
over such lands or interests therein as he may deem desirable. The 
bill provided that with respect to future acquisitions of property, no 
more jurisdiction than is necessary for the proper performance of the 
functions of the acquiring agency should be obtained. Any relin- 
quishment of jurisdiction by the Federal Government would have 
been subject to acceptance by the State in such manner as the law 
of such State might provide. 

Other provisions of the bill would have authorized Federal depart- 
ment and agency heads to issue necessary rules and regulations for 
the governing of public buildings and other areas under their charge 
and control, and to provide such reasonable penalties, within pre- 
scribed limits, as will insure their enforcement; permitted such heads 
to utilize the facilities of existing law-enforcement agencies for the 
enforcement of any such regulations; authorized the General Services 
Administration to detail special policemen for the protection of Federal 
property under the charge of other departments and agencies; extended 
the authority of U.S. commissioners to try and sentence persons 
committing petty offenses in any place under the charge and control 
of the United States; extended the right of States and their political 
subdivisions to serve and execute process in areas under the legislative 
jurisdiction of the United States, while making it clear that such 
—s may not be served contrary to rules and regulations issued 

y authorized Federal personnel for the purpose of preventing inter- 
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ference in carrying out Federal functions; and amended or repealed 
obsolete or inconsistent Federal statutes. 

S. 1538 was originally drafted by the staff of the Committee with 
the cooperation of the Department of Justice, in order to implement 
recommendations contained in a report by the Interdepartmental 
Committee for the Study of Jurisdiction Over Federal Areas Within 
the States, a Committee appointed by the President for the purpose 
of finding means of solving the problems arising out of the uncertain 
jurisdictional status of Federal lands situated within the several 

tates. The Committee was composed of representatives of eight 
executive departments and agencies of the Federal Government, in- 
cluding the Bureau of the Budget, which had a principal interest in the 
problems involved. Twenty-five other agencies of the Federal Govern- 
ment furnished information concerning their properties and problems 
relating to legislative jurisdiction to the Committee. In addition, the 
Interdepartmental Committee had the assistance and cooperation of 
the National Association of Attorneys General in its conduct of the 
study. 

Following the introduction of the bill in its original form in the 84th 
Congress (S. 4196), the chairman of the Committee on Government 
Operations forwarded copies to the governors and attorneys general 
of the several States and to all interested Federal agencies for com- 
ments and recommendations. Reports were received from 36 States— 
31 State governors and 29 State attorneys general—all of whom 
endorsed the objectives of the bill and recommended favorable com- 
mittee consideration. Certain of the governors and attorneys general 
of the States requested that the committee withhold action on S. 4196, 
however, until a study of its provisions could be completed by the 
State Committee on Legislative Jurisdiction of the Council of State 
Governments. That committee was appointed by the president of the 
council pursuant to a resolution ar by the States for the purpose 
of considering the legislation proposed by S. 4196. The committee 
appointed for this purpose was directed to give consideration to cer- 
tain suggested amendments to the original bill, and to determine 
whether or not it would be feasible to extend its provisions beyond its 
original intent by incorporating certain suggestions made by various 
State officials. 

Upon completion of the study made by the Committee on Legislative 
Jurisdiction, the staff of the Committee on Government Operations 
arranged conferences between the representatives of the Council of 
State Governments and of the Department of Justice for the purpose 
of perfecting the bill by incorporating appropriate amendments. Fol- 
lowing a number of such conferences, during which consideration was 
given to the various recommendations of the governors, attorneys 
general, and the Council of State Governments, an amendment in the 
nature of a substitute was drafted, with the unanimous approval of 
representatives of the States and the executive branch of the Federal 


Government. Consideration was given to all recommendations sub- 
mitted to the committee by the governors of the States, and by the 
National Association of Attorneys General, the National Association 
of Tax Administrators, and Federal agencies interested in the bill, 
which were consistent with the objectives of the proposed legislation. 

Some of the suggestions submitted to the Committee on Govern- 
ment Operations by certain of the State officials and by the National 
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Association of Tax Administrators, dealt with tax matters which were 
considered to be outside of the scope of the recommendations of the 
Interdepartmental Committee for the Study of Jurisdiction Over 
Federal Areas Within the States. Such suggestions were largely con- 
cerned with tax problems, such as payments by the Federal Govern- 
ment in lieu of taxes, etc., which the committee felt should be con- 
sidered in separate legislation dealing exclusively with those problems. 
Specific proposals pertaining to those problems have been pending in 
the Congress over a period of many years, 

S. 1538 was not concerned with tax matters, except to the extent 
that a transfer of legislative jurisdiction may involve transfer of a 
power to tax (other than the Government or its property), and also 
to the extent that there are preserved certain Federal consents to State 
and local taxation, as embodied in such statutes as the Buck Act and 
the Lea Act. 

S. 1538 was reported favorably with an amendment in the nature of 
a substitute on February 7, 1958 (S. Rept. 1278), and passed the 
Senate without dissent on March 3, 1958. It was referred to the 
House Committee on Public Works on March 4, 1958, and was re- 
referred to the House Committee on Government Operations on 
March 10, 1958. On March 24, by unanimous consent, a motion was 
entered in the Senate, to reconsider the passage of S. 1538. The 
motion was agreed to and the House was requested to return it to 
the Senate. “On March 25, the bill was returned to the Senate and 
placed upon the Senate Calendar under motions for reconsideration, 
where it remained until the close of the session. 

S. 478 (S. 1588), to cede to the State of New Mexico concurrent jurisdic- 
tion over certain areas of land in the State of New Mexico now under the 
exclusive jurisdiction of the United States.—This measure was originally 
referred to the Committee on Interior and Insular Affairs, rereferred 
to the Committee on Banking and Currency and subsequently rere- 
ferred to the Committee on Government Operations. An examination 
of its provisions as well as agency comments received in response to 
the request of the chairman, revealed that the objectives of S. 478 
would be accomplished by enactment of S. 1538; therefore, no further 
action was taken. 

S. 4316, to authorize the legislatures of the several States to determine 
whether such States shall participate in programs providing for Federal 
grants to such States or their inhabitants.—The bill would have author- 
ized the legislatures of the States to determine whether such States 
shall participate in programs providing for Federal grants to these 
States or to their inhabitants. It was introduced during the closing 
days of the 85th Congress, too late to permit even preliminary 
processing. 

S.J. Res. 145, to establish a Commission on Federal and State Juris- 
diction.—This resolution would have established a Commission on 
Federal and State Jurisdiction which would have been charged with 
making a full study into (1) the respective powers of the Federal and 
State Governments under the Constitution in order to ascertain where 
the proper jurisdictional boundaries are between Federal and State 
oti and (2) the respective powers of the three branches of the 

ederal Government under the Constitution with a view to ascertain- 
ing where the proper jurisdictional boundaries are between each such 
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branch. Following preliminary processing, no further action was 
taken on this measure. 


DONABLE PROPERTY PROGRAM 


The donation of surplus real and personal property for health and 
educational use was originally authorized at the end of World War I; 
near the end of World War II, the Surplus Property Act of 1944 was 
enacted authorizing continuation of the program, and the sale of 
Government-owned surplus to various other groups at a discount or on 
a preferential basis, which resulted in the establishment of a complex 
system of priorities and preferences. 

During 1948-49, the First Hoover Commission made an extensive 
study of the departments and agencies of the Government responsible 
for the procurement, custody, and disposition of Federal property, 
and recommended that a central office be established (eneeill Garten 
Administration) to which should be transferred the authority to pro- 
cure, stock, and issue common-use items of supply, the control and 
management over real and personal property, records management, 
and other related service functions of the Federal Government. 

The Commission specifically recommended that the statutes, rules, 
and regulations governing the administration and utilization of Govern- 
ment property be repealed, in order to make possible greater economy 
and efficiency in this activity, as follows: 


Enact legislation which will repeal the conglomeration of 
existing statutes, clear the books of present restrictive and 
often conflicting decisions and regulations, and provide the 
basic principles for an effective supply system. 


The task force of the First Hoover Commission recommended that-— 


there should be wholesale repeal of the statutes governing the 
disposal of the surplus personal property. Nearly 400 are 
listed in Public Affairs Bulletin No. 29 of the Library of Con- 
gress, entitled “Disposal of Government-Owned Personal 
Property,” April 1944. 


The enactment of the Federal Property and Administrative Services 
Act of 1949, and amendments thereto, repealed various statutes and 
parts of laws as recommended by the Hoover Commission, except for 
education and health. Since the establishment of the General Serv- 
ices Administration under that act, the committee has received numer- 
ous requests and many bills have been introduced to authorize the 
donation of Government-owned surplus to various types of organiza- 
tions. All of these have been rejected except an amendment approved 
in the 84th Congress, authorizing the donation of certain types of 
surplus which are usable and needed for civil defense purposes. 

In approving the proposal for civil defense use, the committee, 
after extensive hearings and evaluation of the proposed extension of 
the donable program, concluded that because of the important 
relationship between local civil defense and Federal civil defense 
operations, such property should be donated for use of these organiza- 
tions rather than sold, which, in some instances, required the local 
units to buy back the property for public use. It was further con- 
cluded that, if this property can be donated to civil defense units 
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without jeopardizing the donable property program for health and 
education, such disposal was in the public interest and should be 
permitted. 

During the past 2 years, a number of bills have been introduced in 
the Senate and House of Representatives providing for expansion of 
the donable property program authorized by section 203 of the Federal 
Property and Administrative Services Act of 1949, as amended. 
Under this authority of law, pee erty which is surplus to the needs of 
the Federal Government an which is usable and needed for health, 
education, or civil defense activities may be donated to such users 
throughout the United States. Since the inception of this program, 
in 1949, a substantial amount of real and personal property has been 

iven to these institutions, and by enactment of legislation reported 
= this committee in the 84th Congress (Public Law 655, approved 
July 3, 1955), surplus personal property has been donated to the State, 
county, and local civil defeme organizations. 

A list of the principal bills introduced during the past 2 years and 
referred to this committee, all of which provide for expanding the 
donable property program, is as follows: 


S. 855, to amend section 203(7) of the Federal Property and 
Administrative Services Act of 1949 to permit the distribution of 
surplus property to municipal governments for municipal govern- 
mental purposes. 

S. 1318, to provide that certain surplus property of the United 
States may be donated for park or recreational purposes. 

S. 1471, to provide that Government surplus property may be 
donated to 4-H Clubs for the construction, equipment, and operation 
of camps and centers. 

S. 1700, to amend the Federal Property and Administrative 
Services Act of 1949 to provide that wpon application therefor, real 
property donated to the United States by any State or political sub- 
division which is surplus to the United States shall be returned to 
such State or political subdivision. 

S. 2745, to amend the Federal Property and Administrative 
Services Act of 1949 to permit the donation of surplus property to 
volunteer firefighting organizations. 

S. 3121, to amend the Federal Property and Administrative 
Services Act of 1949 to authorize the disposal of certain surplus 
property to public health agencies of any State or of any political 
subdivisions or instrumentality thereof. 

S. 4089, to amend the Federal Property and Administrative 
Services Act of 1949 so as to permit donations of surplus propert 
to libraries which are tax-supported or publicly owned and operated. 


Practically all of the Federal departments and agencies directly 
affected by these bills recommended against enactment of the proposed 
legislation because, should these bills become law, they wou d create 
serious administrative problems, require the establishment of priorities 
and preferences, increase the cost of administration, slow up the dis- 
tribution of surplus, and jeopardize the existing program of distribu- 
tion for health, education, and civil defense activities. 


H.R. 13673 (S. 2745), to amend the Federal Property and Adminis- 
trative Services Act of 1949 to permit donations of surplus proper to 
volunteer firefighting organizations, and for other purposes.—The bill 
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proposed to amend section 203 of the Federal Property and Adminis- 
trative Services Act of 1949 so as to permit the donation of surplus 
personal property to volunteer fire-fighting organizations, in the same 
manner and under similar administrative regulations as surplus 
property is donated to publicly supported health, education, and civil 
defense organizations. 

The Special Donable Property Subcommittee of the House Com- 
mittee on Government Operations held hearings on H.R. 7929 and a 
number of other identical or similar bills, after which the committee 
reported a clean bill (H.R.13673) to the full committee. 

On August 6, 1958, the committee reported the bill (H. Rept. 2494) 
and on August 12 the bill was called up under a motion to suspend the 
rules of the House, and passed. 

The bill was referred to the Senate Committee on Government 
Operations during the closing days of the second session, and the 
committee decided that inasmuch as this proposal was identical to 
S. 2745, which was considered in executive session on August 4, 1958, 
and decided that no action would be taken during the current session 
of Congress. 

S. 1141, to authorize and direct the Administrator of General Services 
to donate to the Philippine Republic certain records captured from 
insurrectos during 1899-1903.—This bill authorized and directed the 
Administrator of General Services to transfer, without reimbursement, 
to the Philippine Government certain records now maintained by the 
Archivist of the United States. It further provided that certain 
records and documents be microfilmed by the Administrator of General 
Services. The sum of $35,000 was authorized to be appropriated to 
defray the cost of microfilming such records as may be designated by 
the Secretary of State, or his Tonienaied representative, prior to trans- 
fer to the Republic of the Philippines. 

S. 1141 was amended by the committee to authorize microfilming 
certain records as determined by the Secretary of State or his duly 
authorized representative, and to authorize the expenditure of a sum 
not exceeding $35,000 for microfilming and transportation of such 
records to Manila. 

The bill was reported on June 3, 1957 (S. Rept. 399), passed the 
Senate on June 6, was reported by the House committee on June 27 
(H. Rept. 655), and, under suspension of the rules of the House, was 
passed by that body on July 1, 1957. It was approved by the Presi- 
dent on July 3, 1957, as Public Law 85-81. 


COMPETITION WITH PRIVATE ENTERPRISE 


S. 1539 (H.R. 5808, H.R. 5813, H.R. 5830, H.R. 5996, H.R. 6293, 
H.R. 7129, and H.R. 7614), to establish a Federal policy concerning the 
termination, limitation, or establishment of business-type operations of 
the Government which may be cond in competition with private 
enterprise, and for other purposes.—The primary purpose of this bill 
was to establish as national policy that, to the maximum extent 
compatible with national security and the public interest, the Federal 
Government will encourage private competitive enterprise and termi- 
nate all business-type activities engaged in by the Federal Govern- 
ment in the United States to the detriment of private business enter- 
prise, except those which are necessary for the Government itself to 
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perform in the public interest or in furtherance of national programs 
and objectives established by statute. In addition, it provided for 
procedures to enable the ee of this objective. : 

S. 1539 authorized the President, by means of apron rules, 
regulations, and instructions designed to carry out the stated policy, 
to provide for the termination and limitation of business-type activi- 
ties, provided they have not been established pursuant to specific 
statutory authority. The term “business-type” activity was defined 
as any activity involving the production of goods and rendition of 
services commercially available from private business. 

The bill further required the Secretary of Commerce, acting pur- 
suant to rules, regulations, and instructions issued by the President, 
to receive and examine specific reports from the public relative to 
Government competition with private enterprise and, where war- 
ranted by the facts, to consult and cooperate with appropriate execu- 
tive branch officials in order to limit or terminate Government com- 
petition through utilization of private facilities, products, or services. 

Except for activities hereafter specifically authorized by law, no 
executive branch agency or department would have been authorized 
to undertake any new businesstype activity which may be competitive 
with private enterprise, or to request or expend any funds therefor, 
prior to the submission of a detailed report on the proposed activity 
to the Director of the Bureau of the Budget, until 90 days following 
the submission of such a report. Furthermore, the Budget Director 
would have been required, within such 90-day period, to transmit 
such report to the President, together with an analysis thereof and a 
written statement of the opinion of the Director on whether the con- 
templated activity would be consistent with the policy declaration 
contained in the bill. The President would exempt by Executive 
order any agency or department from these requirements if he deter- 
mined that compliance with them would be contrary to the public 
interest. Finally, the President would have reported annually to the 
Congress concerning all actions taken by him pursuant to the act dur- 
ing the preceding calendar year. 

he bill would have implemented the general objectives of the Com- 
mission on Organization of the Executive Branch of the Government 
ecwnd Hoover Commission), which endorsed the previous committee 


During the 84th Congress, this committee devoted considerable 
attention to various aspects of the extent to which the Federal Gov- 
ernment is engaged in commercial and business-type activities which 
are or may be in competition with private enterprise. Between 1955 
and 1957, the executive branch initiated a Government-wide program 
directed at developing an inventory of the various business and com- 
mercial-type activities engaged in by all agencies and departments of 
the Federal Government. Directives were issued stating as the policy 
of the executive branch that the Government should not engage 
im any new activities of this type and should terminate, to the extent 
compatible with the public interest, those in which it was then engaged. 
Full details are set forth in the Activities Report of this committee 
for the 84th Congress (S. Rept. No. 1, 85th Cong., pp. 61-65). 

During the 85th Congress, the committee was advised of additional 
administrative steps taken by the executive branch to accomplish its 
stated purpose of reducing further the number of business-type activi- 
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ties in which the Government was engaged. A new bulletin was issued 
by the Bureau of the Budget restating the policy of the executive 
branch in this field and clarifying it further. 

Responding to the committee's request for comments on S. 1539, 
all of the agencies and departments concerned advised the committee 
that no statutory authority was required to implement this policy 
and that further steps were being taken to eliminate Government 
competition with private industry. 

In view of the progress being made in this direction, the committee 
decided to take no further action on the bill. 


GENERAL SERVICES 


The following bills, relating to the operations of the General Services 
Administation, in the fields of surplus-property disposals, procurement, 
inspection services, records management, and other areas were con- 
sidered by the committee, and actions taken as indicated. 

Federal surplus property disposals—general legislation 

| S. 1540 (S. 4140; H.R. 6789, H.R. 5812, H.R. 5895, H.R. 6292, 

‘ H.R. 7126, H.R. 7428, H.R. 7611), to amend section 602 of the Federal 

” Property and Administrative Services Act of 1949 with respect to the 

utilization and disposal of excess and surplus property under the control 

of executive agencies.—The purpose of this bill was to amend section 602 

of the Federal Property and Administrative Services Act of 1949, as 

amended, by adding a new subsection thereto which would give the 

Administrator of General Services exclusive authority with respect 

to the utilization and disposal of excess and surplus property, except 

that the President, by Executive order, could make such specific 
exemptions from the authority of the Administrator, as he deemed 
to be necessary in the public interest. 

This bill was introduced as a committee bill at the request of the 
Citizens Committee for the Hoover Report. The Subcommittee on 
Reorganization considered the bill in executive session on April 12, 
1957, and agreed to postpone action thereon since it was not clear 
that enactment of the bill, would make possible any improvement or 
savings to the Government, and, if approved, each agency which is 
exempt at the present time could apply to the Bureau of the Budget 
for continuation of such exemption by Executive order. 

Similar bills were considered by this committee during the 84th 
Congress and on completion of hearings and consultations with repre- 
sentatives of the departments and agencies of the Government con- 
cerned it was agreed to postpone action on the bills until it could be 
definitely shown that substantial improvement could be accomplished, 
if such proposal was enacted into law. 

S. 1675, to amend the Federal Property and Administrative Services 
Act of 1949 to provide that surplus real property of the United States shall 
be disposed of only after giving former owners thereof an opportunity to 
repurchase such property —This bill would have amended section 203 
of the Federal Property and Administrative Services Act of 1949 by 
adding a new subsection which would entitle former owners of real 
property, declared surplus by the Government, to repurchase the 
property at any time within 180 days after notification by the disposal 
agency. It also provided that the price for repurchase of the property 
be equal to (1) the cost to the United States for acquiring such prop- 
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erty, adjusted to reflect any increase or decrease in the value of such 
property resulting from action by the United States; or (2) the fair 
market value of such property at the time of such repurchase, as 
determined by the Administrator of GSA. It also provided for a 
succession of rights to the spouse and to the children of the former 
owner. 

Similar bills have been introduced in the Senate and House of 
Representatives during the past 8 years and have been considered by 
the committee and by the departments and agencies of the executive 
branch of the Government. Opposition to this type of legislation by 
the Department of Defense, GSA, and the Bureau of the Budget stems 
from the probable creation of a multitude of administrative problems; 
a delay or slowdown in the disposing of surplus property; and a 
number of other factors which would make it inadvisable to give this 
type of preference to former owners. Action on the bill was, therefore, 
indefinitely ostponed. 

S. 2224 cH. R. 8244), to amend the Federal Property and Adminis- 
trative Services Act of 1949, as amended, regarding advertised and nego- 
tiated disposals of surplus property.—This bill was designed to pre- 
scribe the situations in which the disposal of surplus Federal property, 
real and personal, must be accomplished by public advertising, and 
those in which disposals of such property would be accomplished by 
negotiation. The bill prescribed also the advertising procedure to be 
observed, including such matters as the period of advertisement, 
opening of bids, and making the award. It provided a “charter” in 
the field of surplus property disposal comparable to the one con- 
tained in title III of the Federal Property and Administrative Services 
Act of 1949 applicable to the procurement of property and services. 
The intent of 5S. 2224 was to require that the sale of surplus property 
would be by advertising for competitive bids, with negotiated dis- 
posals limited to certain defined situations where sales by negotia- 
tion are necessary in the public interest. 

The amendment, adopted by the committee on recommendation 
of the Subcommittee on Reorganization which held hearings on this 
bill, was designed to continue on a permanent basis the policy ap- 
proved by the Senate in previous temporary extensions of the nego- 
tiating authority, requiring that, with exceptions specifically pro- 
vided therein, the disposal agency shall submit written explanatory 
statements to the appropriate committees of the Congress at least 
30 days prior to consummation of the proposed disposal. 

S. 2224 replaced by permanent law interim extensions of negotiat- 
ing authority. The Federal Property and Administrative Services 
Act of 1949, as originally enacted, provided: 


Unless the Administrator shall determine that disposal 
by advertising will in a given case better protect the public 
interest, surplus property disposals may be made without 
regard to any provision of existing law for advertising until 12 
o’clock noon, eastern standard time, December 31, 1950 (sec. 
203 (e), 63 Stat. 386). 


This provision had been amended four times to provide additional 
temporary authority for negotiating the disposal of surplus property. 
The last temporary extension, to July 31, 1958, was made by Public 
Law 971 of the 84th Congress (70 Stat. 1020), approved August 3, 
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1956. This committee, in reporting on such temporary extension of 
this authority, stated that— 


the committee proposes to further examine proposed legisla- 
tion which would provide for the adoption of this method of 
disposing of surplus property on a permanent basis— 


and observed that enactment of the temporary bill— 


would permit the committee to complete its studies of the 
operations of the program under the temporary authority, 
and to determine upon a permanent legislative program 
which it is proposed will be considered in the new Congress 
before the expiration of the temporary authority provided by 
the subject bill (S. Rept. No. 2199, 84th Cong.). 


Each interim extension of negotiating authority was granted only 
after the authority had already lapsed, the period of lapse twice being 
a matter of weeks and twice being in excess of a year. The committee 
recognized that plans for orderly disposal were made difficult under 
such procedure. Negotiations pending when the authority to negoti- 
ate expired must be suspended and perhaps terminated, to the disap- 
pointment of the prospective buyer and the vending Government 
agency. Less suitable sales machinery is then invoked. In some 
circumstances where negotiation with a particular buyer is especially 
desirable, legislation is introduced covering the individual transaction. 
Sales through other methods are then postponed until action on the 
special legislation develops. 

S. 2224, with its limitation on the use of the negotiating authority 
to certain specified situations, in some measure restricted the broad 
latitude for negotiation in effect under the current temporary provi- 
sions of section 203(e), which expired on July 31, 1958. 

Upon recommendation of the Subcommittee on Reorganization, S. 
2224 was reported favorably, with an amendment, on February 13, 
1958 (S. Rept. 1284). The bill passed the Senate on March 3, 1958, 
and was referred to the House Committee on Government Operations 
which reported it on May 22 (H. Rept. 1763). S. 2224 was amended 
and passed the House on June 2, and was approved as Public Law 
85-486 on July 2, 1958. 

S. 2283 (H.R. 8246), to further amend the Federal Property and 
Administrative Services Act of 1949, as amended, and for other pur- 
poses.—This bill proposed to amend title I of the Federal Property 
and Administrative Servite Act of 1949, as amended, by adding a 
new section 110 which authorized the establishment of an administra- 
tive operations fund, on a permanent basis, 

The bill would have permitted the Administrator to transfer up to 
5 percent of the amount included in each annual appropriation, but 
not more than the amount included in the respective program appro- 
priations, to an administrative operations fund, from which the cost 
of legal, financial, administrative, compliance, information and busi- 
ness services would be charged. This procedure for funding the cost 
of services rendered by certain administrative officials against the 
benefiting programs would have made possible some savings to the 
Government and would simplify the anal Services Administra- 
tion’s internal budget and accounting systems. 

This authority has been included in the annual appropriation acts 
for the General Services Administration during the past 3 years, and, 
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on recommendation of the chairman of the Senate Committee on 
Appropriations, for inclusion of such authority in the enabling statute, 
the committee reported the bill on February 13, 1958 (S. Rept. 1285). 
It passed the Senate on March 3, and was referred to the House Com- 
mittee on Government Operations, which requested comments and 
recommendations from the affected agencies and from the House 
Appropriations Committee. The latter committee recommended 
against enactment of S. 2283 until more experience could be obtained 
under the temporary authority. For this reason, the House committee 
deferred action on the bill. 

S. 2752 (H.R. 9169), to amend section 207 of the Federal Property and 
Administrative Services Act of 1949 so as to modify and improve the pro- 
cedure for submission to the Attorney General of certain proposed surplus 
property disposals for his advice as to whether such disposals would be 
consistent with the antitrust laws.—This bill was designed to clarify, 
modify, and improve certain pa of existing law and procedures 
relative to the disposal of surplus property by executive agencies. It 
sought to accomplish this by modifying the requirement is section 207 

f the Federal Property and Administrative Services Act of 1949 that 
executive agencies at the beginning of negotiations, seek the advice of 
the Attorney General as to whether a proposed surplus property dis- 
posal would tend to create or maintain a situation inconsistent with 
the antitrust laws. It would require, instead, that such notification to 
the Attorney General be made whenever such disposal is contemplated 
by any executive agency, thus leaving it to the agency to determine 
the appropriate time for submission. 

The bill also required that when such notice is transmitted to the 
Attorney General by any executive agency other than the General 


Services Administration, a copy of the notification must be transmitted 

simultaneously to the Administrator of General Services. In addi- 

tion, S. 2752 would have exempted from the requirements of section 

207 proposed disposals of scrap and salvage, and any property (other 

than a patent, process, technique, or invention) if the aggregate 

amount of the original anennen cost to the Government, and all 
e 


capital expenditures made by the Government with respect thereto, 
is less than $3 million, instead of $1 million as now provided. 

S. 2752 was reported favorably (S. Rept. 1277) on February 10, 
1958, and passed the Senate on March 3, 1958. It was referred to 
the House Committee on Government Operations which reported the 
bill favorably with amendments on June 18, 1958 (H. Rept. No. 1920, 
85th Cong.). 

The House amendments related only to the exemptions of scrap 
and salvage and to real property. As passed by the Senate, S. 2752 
would have exempted from the requirements of notification proposed 
disposals of scrap and salvage, and any property, real or personal, if 
the aggregate amount of the original cost to the Government, plus all 
capital expenditures made by the Government, with respect thereto, 
is less than $3 million instead of $1 million, as provided in then-existing 
law. The effect of the amendments was to (1) exempt proposed dis- 
posals of surplus property from the requirement of submission to the 
Attorney General for opinion relative to inconsistency with the anti- 
trust laws if the original acquisition cost to the Federal Government 
amounted to less than $1 million (plus capital as rather 
than the $3 million provided for in the Senate bill; and (2) eliminate 
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the exemption from such requirements of all proposed disposals of 
salvage and scrap as provided by the Senate bill, but permitting an 
exemption if the acquisition cost was less than $3 million. Other 
House amendments were clarifying and technical. 

On July 7, 1958, the House of Representatives approved S. 2752, 
after adoption of the committee amendments. The Senate agreed to 
the House amendments on August 6, 1958, and the bill became Public 
Law 85-680 on August 19, 1958. 

S. 3141, to authorize acquisition by the Administrator of General 
Services of certain land and improvements thereon located within the area 
of New York Avenue and F Street and 17th and 18th Streets NW., in 
the District of Columbia.—The purpose of this legislation was to allow 
the Government to acquire property in square 170 of the District of 
Columbia. This property would be used in connection with the 
Government’s long-range building program. Introduction of the 
legislation was requested by the General Services Administration. 

The bill specifically excluded the Octagon House, an historic build- 
ing located on the property owned by the American Institute of 
Architects. The remaining buildings on the Octagon House property 
have been modernized and are used by the American Institute of 
Architects. All of these buildings and improvements were exempted 
by specific provision of the bill. 

The Administrator of General Services informed the committee in 
executive session that the Government desired to acquire the property 
since it appeared that, in its present stage, it would be less costly to 
acquire. ‘The Administrator was apprehensive that new development 
might take place soon in that area and that such improvement would 
increase the cost of the property. 

S. 3141 was favorably reported on June 9, 1958 (S. Rept. 1679), and 
passed the Senate on June 25. The House Public Works Committee, 
= corn it was referred on June 26, 1958, took no further action on 
the bill. 

S. 3140 (S. 385; H.R. 9279), to amend the Federal Property and Ad- 
ministrative Services Act of 1949, as amended, to provide for training of 
employees.—This bill authorized the Administrator of General Services 
to assign certain scientific, technical, professional, and administrative 
officers and employees of the General Services Administration for in- 
struction, education, by public or private agencies. The Administrator 
would have been aiathorined to pay the whole or any part of the 
salaries of such trainees, cost of tneir transportation, and per diem 
in lieu of subsistence, as well as tuition and other expenses. The bill 
required that any such trainee shall reimburse the Government for 
any such expenses upon failure to complete any assignment made 
under this authority. 

The Civil Service Commission and the General Accounting Office 
recommended to the Committee on Government Operations that 
bers authority such as contained in S. 385 (which at that time had 

een reported by the Post Office and Civil Service Committee) was 


much more preferable than specific authority for each agency. The 
committee concurred in this recommendation and, when it became 

obvious that S. 385 would be approved, the committee deferred action 
= S. 3140. §S. 385 was approved on July 7, 1958, as Public Law 
5-507. 
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S. 3873, to amend section 201 of the Federal Property and Adminis- 
trative Services Act of 1949, as amended, to authorize.the interchange of 
inspection services between executive agencies, and the furnishing of such 
services by one executive agency to another, without reimbursement or 
transfer of funds.—This legislation authorized the interchange of in- 
spection services between executive agencies and the furnishing ot such 
services by one executive agency to another without reimbursement or 
transfer of funds. It eliminated the requirement for monetary reim- 
bursement for inspection services rendered by one executive agency to 
another and authorized administrative procedures whereby one execu- 
tive agency may exchange its inspection services with those of other 
agencies on a reimbursement-in-kind basis, and, under certain con- 
ditions, waive reimbursement for such services furnished to another 

ency. 

The Administrator of General Services, in requesting introduction of 
the bill, informed the committee in executive session that this measure, 
if enacted, would promote economy and efficiency in the vast procure- 
ment work of the Government by ioaghaa with the present extensive 
billing, cross billing, and reimbursement procedures attendant upon 
agencies furnishing their inspection services to other agencies as well 
as in manpower and travel costs. 

S. 3873, reported on June 9, 1958 (S. Rept. 1681), passed the Senate 
on June 23, was reported by the House committee on August 7 
(H. Rept. 2508), passed the House on August 18, and was approved 
on August 27, 1958, as Public Law 85-781. 


Property transfers 


S. 4014, to require that a certain tract of land in Walla Walla, Wash., 
be disposed of on an individual lot basis. —This bill directed the Admin- 
istrator of General Services to dispose of a tract of land in Walla 
Walla, Wash., which had been declared excess to the needs of the 
Veterans’ Administration, on an individual lot basis. The land, 
consisting of 138 acres, is adjacent to the Veterans’ Administration 
hospital reservation. Efforts to dispose of the entire tract on two 
occasions have failed. The bill required that the property be sold 
on an individual lot basis in order to (1) more easily dispose of the 
land; and (2) assure utilization of the property in a manner compatible 
to the desires of the Veterans’ Administration. 

S. 4014, reported on July 29, 1958 (S. Rept. 2035), passed the Senate 
on August 4, 1958. The House Committee on Government Opera- 
tions, to whom it was referred, took no action on the bill prior to 
adjournment. 

S. 3246, to provide for the disposal of federally owned property at an 
obsolescent canalized waterway, and for other pur sisa.—The bill would 
have authorized conveyance to the State of Kentucky, its political 
subdivisions, or others, of all or any part of the right, title, and interest 
of the United States in and to the Federal project known as Green 
River, Ky., lock and dam No. 6, and related property, whenever the 
Secretary of the Army determined that the property no longer eco- 
nomically served the purpose for which it was constructed or acquired. 

Comments and recommendations were requested from the Bureau 
of the Budget, the Department of the Army, the General Services 
Administration, and the Comptroller General of the United States. 
The Comptroller General replied that since they had no factual 
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knowledge concerning the property, they would make no recommenda- 
tion. In the absence of comments from the other three agencies 
rior to adjournment, the committee postponed action on the bill 
indefinitely. 

H.R. 7081, to provide for the removal of a cloud on the title to certain 
real property located in the State of Illinois.—This bill provided that 
the Federal Government release, remise, and j tg mp all right, 
title, and interest which the United States may have in and to 200 
acres of land located in the east half section 24, township 1 north 
range 3 west, of Clinton County, Ill., by virtue of a deed executed 
on August 24, 1868, by the United States marshal for the southern 
district of Illinois. The enactment of this legislative proposal re- 
moved a cloud on the title to such property, which has existed since 
1868. 

A title search to the realty affected by this bill has disclosed a 
United States marshal’s deed dated August 24, 1868, which purported 
to convey the realty to the United States. There is nothing in the 
Clinton County records, nor apparently in any other records, which 
indicates what disposition, if any, was made by the Government 
assuming title was acquired by this deed. The county records do 
indicate, however, that title to the property, or portions of it, passed 
to the county of Clinton between 1872 and 1887 for delinquent taxes. 
There is a perfect chain of title to the property from 1887 to the 
present owners. 

The Treasury Department’s Procurement Division made a study to 
determine the extent, if any, of the Government’s interest in the sub- 
ject property and reached the conclusion that there was insufficient 
evidence of title and closed its case. The Justice Department also 
made a study for the same purpose and concluded that it was impos- 
sible to determine the extent or nature of the Government’s interest. 

The bill was reported, with amendments, on August 14, 1957 
(H. Rept. 1163), and passed the House on August 22. It was reported 
to the Senate on June 4, 1958, passed the Senate on June 23, and was 
approved as Private Law 85-460 on July 2, 1958. 

FR. 8859, to quiet title and possession with respect to certain real 

operty in the county of Humboldt, State of California.—This bill was 
introduced to quiet title on a parcel of land located in Humboldt 
County, Calif., which was purported to be conveyed to the United 
States in 1942, however, the Federal Government. had no record 
thereof. Subsequently a question of ownership arose and could not 
be settled, hence this bill was introduced to clarify the status of 
ownership. 

The bill was reported (H. Rept. 1950), on June 24, 1958, passed 
the House on July 8, reported by this committee July 29 (S. Rept. 
2036), passed the Senate and was approved on August 14, 1958, as 
Private Law 85-580. 

H.J. Res. 427, to permit use of certain real property in Kerr County, 
Tex., for recreational purposes without causing such property to revert to 
the United States.—The purpose of this joint resolution was to grant 
to Kerr County, Tex., the reversionary interest of the United States 
in certain real property which was sold by the Government to the 
Texas Hill Country Thavaloement Foundation under authority of 


Private Law 480, 83d Congress, and which subsequently was con- 
veyed by the foundation to Kerr County, Tex., under provision of 
Public Law 291, 84th Congress. 
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This joint resolution pertained to realty consisting of approximately 
90 acres which was formerly part of a veterans hospital reservation. 
In 1952, after determination as surplus to Government needs, the 
property was advertised for competitive sale and a high bid of 
$15,287.50 was received. The sale was not consummated pending 
congressional consideration of House Joint Resolution 476, 82d Con- 
gress, which would have directed eeerrene without consideration 
to the Texas Hill Country Development Foundation, Inc., a nonprofit 
organization. This resolution was not enacted, but House Joint 
Resolution 300, 83d Congress, a similar resolution, was amended to 
provide for conveyance on payment by the foundation of a purchase 
price of $16,500 (Private Law 480, 83d Cong.). The deed conveyed 
the land subject to certain reservations, conditions, and covenants 
which generally restricted use of the property to the promotion 
of agriculture for a period of 25 years, during which time the property 
could not be sold or leased without the consent of the Administrator 
of General Services. 

Shortly after the aforementioned conveyance, Kerr County, Tex., 
expressed a willingness to provide funds to the foundation for its 
agricultural activities, but was prohibited by State law because legal 
title to the land was not held by the county. Therefore, Public Law 
291, 84th Congress, was passed which authorized transfer of title from 
the Texas Hill Country Development Foundation to Kerr County, 
Tex. 

The author of the joint resolution, Mr. Fisher, pointed out that the 
county has recently constructed a dam and the resultant lake, which 
adjoins the property, offers excellent recreational opportunities. 
The present use restriction on the land, how< ver, prevents the utiliza- 
tion by the county of the shoreline for park, amusement, and other 
recreational purposes. This joint resolution would authorize such 
utilization. 

The resolution was reported, with amendments, on February 24, 
1958 (H. Rept. 1381), and passed the House on March 17. It was 
reported by this committee on June 4, passed the Senate on June 16, 
and was approved as Public Law 85-467 on June 25, 1958. 


Federal property management 


S. 1535 (H.R. 5695), to amend the Federal Property and Adminis- 
trative. Services Act of 1949 to authorize the Admanistrator of General 
Services to make ccntracts for cleaning and custodial services for periods 
not exceeding 5 years.—This bill was designed to further amend the 
Federal Property and Administrative Services Act of 1949 by authoriz- 
ing the Administrator to enter into contracts with private concerns 
for cleaning, maintenance, elevator operation, and similar custodial 
services of Government buildings for periods not exceeding 5 years. 

The purpose and objectives of the bill, introduced at the request of 
the Administrator of General Services, were approved by the Bureau 
of the Budget and the General Accounting Office. 

Under existing law, the Administrator is permitted to eae 
for Government use in and outside the District of Columbia for 
pm of time not exceeding 5 years. However, no authority of 
aw or regulation exists for the procurement of custodial services, 
elevator operation, or cleaning of public buildings beyond 1 year. 
As a result, many buildings are cleaned and serviced by Government 
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employees who are paid on an hourly rate in accordance with the 
area wage board rates of pay. 

The Administrator requested enactment of S. 1535, because it is 
believed that certain economy and efficiency will be possible, by per- 
mitting the execution of contracts with private concerns for such 
services in excess of 1 year but not exceeding 5 years’ duration. These 
objectives will be possible in those areas where the number of Federal 
buildings are not large enough to obtain maximum efficiency from a 
full-time custodial force, or in those instances where the buildings are 
located in isolated areas, or where a centralized custodial staff would 
not be practicable or efficiency maintained. 

S. 1535 was reported on June 3, 1957 (S. Rept. 396), passed the 
Senate on June 6, 1957, and referred to the House Committee on Gov- 
ernment Operations where it was considered but not reported or 
acted on before the end of the session. 

S. 2231 (H.R. 8245), to amend section 208(c) of the Federal Property 
and Administrative Services Act of 1949 to permit the exercise of options 
contained in certain leases of Government property.—Introduction of this 
bill was requested by the General Services Administration. It pro- 
vided for an amendment to section 203(c) of the Federal Property and 
Administrative Services Act of 1949 by inserting a parenthetical clause 
after the word “‘lease’’ which would have authorized the inclusion of 
one or more options to purchase or to renew or extend a lease executed 
by the Administrator of General Services, or by the head of any Fed- 
eral agency authorized to dispose of surplus property. 

The statute presently permits the Administrator or duly authorized 
departmental head to dispose of surplus property by sale, exchange, 
lease, permit or transfer for cash, credit, or other property, with or 
without warranty, and upon such other terms and conditions as the 
Administrator deems proper, and to execute such documents for trans- 
fer or title or other interest in property and take such other action as 
is deemed necessary or proper to dispose of surplus property. 

On recommendation of the Subcommittee on Reorganization which 
held hearings on S. 2231, the bill was reported to the Senate, with an 
amendment, on February 13, 1958 (S. Rept. 1286), passed the Senate 
on March 3, and was referred to the House Committee on Government 
Operations, The House committee failed to report the bill because 
it was believed that if this was done, it might establish a precedent 
which might be used by the Department of Defense for liberalizing its 
leasing authority. 

The options contained in the original leases were considered by the 
Department of Justice and by the GSA as within the scope and inten- 
tion of the law. However, 7 years later, the Department of Justice 
concluded that the law did not contain the authority as originally be- 
lieved and through a series of discussions and study, sufficient doubt 
was raised to cause that Department to issue an unpublished opinion 
objecting to the exercise of an option in a long-time lease. 

As a result of this sudden change in interpretation of the law, some 
lessees of Government property who had expended large sums of 
money on the property, and had obtained credit from local banks 
were placed in financial jeopardy or were compelled to go to court and 
have the matter adjudicated. 

As indicated above, the bill was not acted upon by the House 
Committee on Government Operations. 
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S. 2633 (S. 1754; H.R. 6130; H.R. 9052), to amend the Federal Prop- 
erty and Administrative Services Act of 1949 to authorize the Adminis- 
trator of General Services to lease space for Federal agencies for a period 
not exceeding 15 years, and for other purposes.—The bill was designed 
to expand the existing authority of the Administrator to procure space 
by lease for the accommodation of Federal agencies by authorizing 
execution of leases for such purposes in buildings or improvements 
which are in existence or to te erected by lessors for periods not in 
excess of 15 years. 

The Administrator of General Services is presently authorized under 
several separate statutory provisions to (1) enter into leases, for 
periods of not exceeding 5 years, of storage accommodations within 
the District of Columbia for the use of the several activities of the 
Government; (2) procure space for the housing of Federal agencies, 
except the Post Office Department, in the District of Columbia by 
lease for periods not in excess of 1 year; (3) procure space for the 
housing of any Federal agencies, except the Post Office Department, 
outside the District of Columbia by lease for periods not in excess 
of 5 years. S. 2533 would replace such authorities. 

Hearings were held before the Subcommittee on Reorganization, 
on July 11, 1957, on a prior bill, S. 1754, to amend the Federal Property 
and Administrative Services Act of 1949 to authorize the Adminis- 
trator of General Services to lease space for Federal agencies for 
periods not exceeding 30 years, and for other purposes. The Assistant 
Comptroller General by letter dated May 9, 1957, recommended 
against favorable consideration of the bill. Suggestions were made at 
the hearing for revision of S. 1754 in a manner informally agreed 
upon between General Services Administration and the General 
Accounting Office. As a result this bill, S. 2533, was introduced to 
supersede S. 1754. 

he shortage of office and general purpose space throughout most 
of the United States is reported by the General Services Administra- 
tion to have resulted in a highly competitive market for space suitable 
for the needs of Federal agencies and commercial enterprise alike. 
It is represented that authorization to lease space for periods not in 
excess of 15 years will enable the General Services Administration to 
acquire space for Federal agencies at more favorable rental rates on 
an equal footing with competing private interests, and thus eliminate 
a shortage of space to meet Federal needs which heretofore has been 
critical in some areas. 

Concern was expressed in some quarters that the authority con- 
tained in didegienls (2) of proposed new subsection (h) which would 
be added to section 210 of the Federal Property and Administrative 
Services Act of 1949, as amended, by the bill as introduced might be 
used as a substitute for existing public building construction programs. 
On recommending enactment of the legislation, the General Services 
Administration stated that it did not intend to exercise the requested 
authority as a substitute for any existing public buildings program. 
The General Services Administration reiterated their stated intention 
and, to remove any possibility of improper administration, recom- 
mended that the authority set forth in paragraph (2) of the bill be 
stricken. Inasmuch as the Administrator of General Services has ad- 
vised that the desired results can be achieved without the authority 
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provided for in paragraph (2) of the bill, the committee recommended 
approval of the proposed amendment. 
n August 27, 1957, the committee reported the amended bill 
S. 2533 (S. Rept. 1146) in lieu of S. 1754, and on August 30, 1957, the 
bill was passed by the Senate. The House committee, on May 27, 
1958, reported S. 2533 (H. Rept. 1814) with amendments, which pro- 
vided for leasing of space for 10 years in lieu of 15 as provided by the 
bill, struck out the 25 percent limitation for repairs to leased property, 
and repealed the act of March 2, 1913 (37 Stat. 318) only insofar as 
it affects the leasing of storage space in the District of Columbia. 
The amended bill passed the House on June 16, 1958, and the 
amendments were accepted by the Senate on June 20, 1958. S. 2533 
became Public Law 85-493 on July 2, 1958. 
S. 3142, to amend the Federal Property and Administrative Services 
Act to extend the authority to lease out Federal building sites until needed 


for construction purposes and the act of June 24, 1948 (62 Stat. 644), 


and for other purposes.—This bill, introduced at the request of the 
General Services Administration, amended the Federal Property and 
Administrative Services Act of 1949 so as to extend the authority of 
the Administrator of General Services to lease out Federal buildin 
sites until needed for construction purposes. This bill also amende 
the act of June 24, 1948 (62 Stat. 644), to eliminate the separate fund 
established for the maintenance of commercially leased space in the 
Lafayette Building, Washington, D.C. 

The amendment to the act, as proposed by the bill, would have 
authorized the General Services Administration to negotiate leases 
with former owners or tenants in possession of property immediately 
after the Government acquired the property. It also amended exist- 
ing law to permit the General Services Administration to deposit the 
rent received from such lessors, as well as the rental money received 
from the lessors of the Lafayette Building, Washington, D.C., into 
a single buildings management fund instead of being held in separate 
special accounts. 

The Comptroller General took the view that the addition of the 
words “including demolition and improvements,” as provided in sec- 
tion 3 in the bill as introduced, as one of the services which could be 
performed through the use of the buildings management fund gave 
very wide and probably excessive authority to the General Services 
Administration. The committee therefore added an amendment, 
which had the approval of the General Services Administration and 
the Comptroller General, to limit the use of:site rentals in such a way 
as not to evade congressional control through the appropriation 
process. 

The bill was reported, with an amendment, on June 9, 1958 (S. 
Rept. 1682), and passed the Senate on June 23. It was reported to 
the House on August 18 (H. Rept. 2662), and passed the House on 
August 23. It became Public Law 85-886 on September 2, 1958. 
Records management 

H.R. 8795 (S. 2631), to amend section 507 and subsection 602(a) of 
the Federal Property and Administrative Services Act of 1949, a 
amend :d.—This ill authorized the Administrator of General Serv- 
ices to maintain and operate the Franklin D. Roosevelt Library under 
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the terms of the General Presidential Libraries Act (44 U.S.C. 397). 
It also enabled the Administrator to accomplish the following: 

(1) Abolish the Board of Trustees of the Franklin D. Roosevelt 
Library. 

(2) Establish the Franklin D. Roosevelt Library fund as a separate 
account within the National Archives trust fund. 

(3) Eliminate the present limitations on the purposes for which the 
Franklin D. Roosevelt trust funds may be meg 

(4) Eliminate the 25-cent ceiling on admission fees. 

(5) Give statutory recognition to the validity of restrictions placed 
by donors on the use of papers accepted for deposit. 

All members of the Board of Trustees of the Franklin D. Roosevelt 
Library advised the Administrator of General Services that they were 
in accord with the objectives of this legislation, and recommended its 
enactment. 

H.R. 8795 was reported, with an amendment, on July 31, 1957 
(H. Rept. 957), and approved by the House of Representatives on 
August 5, 1957. It was reported to the Senate on February 10, 1958 
(S. Rept. 1281), passed the Senate on March 3, and approved on 
March 15, 1958, as Public Law 85-341. 

H.R. 6110 (S. 1036; S. 1586), to amend the Federal Property and 
Administrative Services Act of 1949, as amended, and for other pur- 
poses.—T his bill authorized the Administrator of General Services to 
transfer to the National Archives, Federal records with historical or 
other value which have been existence for more than 50 years, unless 
the head of the agency having custody of the records certifies in 
writing that they are being used in the current work of the agency. 

Similar bills, 5. 1036 and S. 1536, were introduced in the Senate 
and considered by the Subcommittee on Reorganization. On recom- 
mendations of the subcommittee, the committee reported the bill— 
S. 1536—on May 29, 1957. However, on June 3, the House of Repre- 
sentatives approved H.R. 5110 and on June 5, 1957, S. 1536 was 
called up for consideration on a call of the Senate Calendar. Inasmuch 
as H.R. 5110 had already passed the House of Representatives, Senator 
Humphrey moved that the House bill be approved and indefinitely 
postponed S. 1536. The House bill passed the Senate and was 
approved on June 13, 1957 as Public Law 85-51. 

Similar bills were considered by the 84th Congress. However, due 
to objections to some of the provisions of the bills under consideration 

uring the preceding Congress, final action was not consummated 
until the 1st session of the 85th Congress. 

S. 2177 (H.R. 8247), to amend the Federal Property and Admin- 
istrative Services Act of 1949, as amended, and for other purposes.—This 
bill amended the Federal Property and Administrative Services Act of 
1949, as amended, by adding a new subsection which would authorize 
the head of any Federal department or agency to establish regulations 
permitting, in certain emergencies, the destruction of the agency’s 
records within, as well as those beyond, the continental limits of the 
United States. 

At present, existing statutory authority permits the destruction of 
those records that are outside the territorial limits of the United 
States, during a state of war or imminent hostile action, or when 
compromised in a manner “prejudicial to the interests of the United 
States.” There is at present no provision of law for the destruction 
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of records outside the United States when their revelation under similar 
circumstances would “imperil the security” of the United States, 
This bill provided such additional authority, which could be predicated 
on the event either of a state of war or imminent hostile action at the 
place where the records are located. 

The bill further broadened the authority to destroy records in emer- 
gencies by also permitting the destruction of records within the 
territorial limits of the United States. However, this portion of the 
bill, in contrast with the provisions governing records outside the 
continental limits of the United States, would become operable under 
more limited circumstances. Such records may be destroyed only 
when (a) their retention would imperil the security of the United 
States, and (b) the imminence of hostilities threatens at the place 
where the records are located. 

The bill further provided authorization for the Administrator of 
General Services to issue regulations to permit the destruction of 
certain non-Federal records such as those now being retained by con- 
tractors who furnished goods and services during World War IT and 
the Korean conflict. While these are not Federal records, the various 
agencies of the Government, through authority contained in the Con- 
tract Settlement Act of 1944, has required the vendor to retain such 
records for long periods of time. 

Similar bills (S. 2505 and S. 1005) were introduced in the 83d and 
84th Congresses, respectively. 5S. 2505 provided for the disposition 
of Federal records by the head of a department or agency during the 
existence of a state of war, or when hostile action appears imminent, 
when the records were located in certain specified depositories within 
and outside the continental United States. It further authorized 
the head of Federal agencies to issue regulations authorizing the 
destruction of war contract records in the custody of contractors, 3 
years after final settlement of the contract. 

A number of amendments were proposed by the affected depart- 
ments and agencies. The staff of the committee held a conference 
with representatives of the Bureau of the Budget, General Services 
Administration and other Government officials for the purpose of 
clarifying the provisions of the bill. It was finally concluded that 
action on the bill should be deferred until additional coordination 
could be concluded by the Bureau of the Budget. 

A revised bill, S. 1005, was subsequently introduced in the 84th 
Congress which eliminated most of the objectionable features of the 
former bill. However, the Department of Justice and the Department 
of Defense did suggest some further technical and clarifying amend- 
ments to the bill. The amendments were reviewed by the staff, attor- 
neys of the departments concerned, and the legislative counsel of the 
Senate, following which it was concluded that t ey did not change the 
meaning of the bill but were in the nature of changes in drafting tech- 
niques. The bill was considered by the committee in executive ses- 
sion, and it was concluded that in view of the importance of this 
measure, hearings should be held before reporting it to the Senate. 
However, due to the pressure of other business, hearings were not 
held before adjournment of the 84th Congress. 

S. 2177 was approved by the Bureau of the Budget, General Ac- 
counting Office, and other Federal agencies. However, the Depart- 
ment of Defense recommended, in commenting on an identical bill 
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introduced in the 84th Congress, that the provision requiring sub- 
mission of a report of records destroyed to the Administrator of Gen- 
eral Services be deleted. The Department contended that it would 
be impracticable, in the event of imminent hostilities, and that the 
Administrator would not be aware of the existence of such records. 
Inasmuch as a similar requirement is now contained in section 376 of 
title 44 of the United States Code, for records destroyed outside of 
the continental United States, there does not appear to be sufficient 
justification or merit to so amending the bill. 

The Subcommittee on Reorganization held hearings on S. 2177, on 
July 11, 1957, and agreed to report the measure to the full commit- 
tee. On February 7, 1958, the bill was considered in executive session 
and it was agreed to defer action on the bill until further staff studies 
were completed and with a view toward reconciling the objections 
made by the Department of Defense. 


Procurement contracts 


S. 5, to amend the Federal Property and Administrative Services Act of 
1949, as amended, to prevent the allocation of procurement contracts 
to certain designated geographical areas, and for other purposes.—This 
bill would have amended the Federal Property and Administrative 
Services Act of 1949, and section 2304 of title 10 of the United States 
Code which section applies to the purchase of property (other than 
land) and services of the military departments, the Coast Guard, and 
the National Advisory Committee for Aeronautics. Enactment 
would have prohibited (1) negotiation for procurement contracts 
without advertising because of any determination that any labor 
surplus exists within any geographical area, or because any geographi- 
cal area has been designated a disaster area, or an economically 
distressed area, and (2) allocation of procurement contracts or portions 
thereof for award to business operating within any geographical area 
because of any such determination with respect to, or any such 
designation of such area. 

A special subcommittee, composed of Senators Thurmond, chair- 
man, Yarborough, and Revercomb, held hearings on this bill on June 
18, 1957. As recommended by the subcommittee, S. 5 was reported 
favorably to the Senate on February 10, 1958 (S. Rept. 1275). 

On March 31, 1958, Senator Saltonstall introduced an amendment to 
this bill which provided that, without additional cost to the Govern- 
ment, defense contracts should be awarded to either small business 
concerns or concerns engaged in businesses located in labor surplus 
areas. 

The bill was called up for consideration by the Senate, on a call of 
the calendar but was objected to by the calendar committee, or by a 
Member of the Senate, therefore the bill died on the Senate calendar. 
Federal surplus property disposals—special legislation 

S. 581, to provide for the transfer to the Department of Agriculture of 
a certain Government-owned alcohol plant-—The purpose of this bill was 
to authorize and direct the Administrator of General Services to 
transfer the Government-owned alcohol-producing facility at Omaha, 
Nebr., to the Secretary of Agriculture. It also provided that the 
Secretary of Agriculture would operate the plant on an experimental 
basis, (a) for the manufacture of alcohol from surplus grains held by 
the Commodity Credit Corporation, (6) for the use of such alcohol 
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for the manufacture of synthetic rubber and other materials, and (c) 
for conducting research into new and improved uses of such surplus 
grains for industrial uses. 

Reports and recommendations were requested of the Bureau of the 
Budget, the General Services Administration, and the Department of 
Agriculture, none of which favored enactment of the measure. The 
Department of Agriculture in its reply stated that the plant was not 
needed by the Department to effectuate any known research require- 
ments in connection with the production of alcohol from grain or of 
synthetic rubber from alcohol; that these processes are well known 
and whatever further research may be needed can be carried out in 
facilities at hand or through research contracts; that for a number of 
years the Department has been conducting research to develop new 
and industrial uses for surplus grains. 

In view of the expressed opposition to enactment of S. 581, the 
committee deferred action-on the measure. 

S. 640, to authorize the Administrator of General Services to convey 
certain lands in the State of Wyoming to the city of Cheyenne, Wyo.— 
The objective of this bill was to authorize and direct the Administrator 
of General Services to convey all right, title, and interest of the United 
States in and to 90.2 acres of land, which had been declared surplus to 
the needs of the Government, to the city of Cheyenne, Wyo., without 
consideration or reimbursement. 

In 1932, the city of Cheyenne purchased about 600 acres of land, 
for which it paid $9,626, and donated the property to the Government 
as a site for construction and operation of. a Veterans’ Administration 
hospital. The Government accepted the land and established a 
hospital thereon, which presently consists of a 151-bed hospital with 
a preponderance of general medical and surgical patients. 

Pursuant to the authority contained in the Act of June 29, 1948 
(62 Stat. 1104), 431 acres of the original tract became surplus, and, 
at the insistence of the local authorities, was conveyed back to the 
city, without reimbursement but with the understanding that this 
tract be used for a public park and golf course. Neither the park 
nor golf course has been developed, and last year the city requested 
legislation (S. 2654) to authorize the transfer of the 90 additional 
acres, valued at $53,670, proposed to be transferred by S. 640, with- 
out reimbursement to the Government of the United States. S. 
2654 was reported favorably by this committee, with an amendment 
prohibiting use of the land for any purpose which would be inimical 
to the operation of the veterans hospital. This bill passed the 
Senate, but was not reported by the House Committee on Govern- 
ment Operations because that committee believed that the Govern- 
ment had fulfilled its obligation to the city, and that the conveyance 
of the 431 acres in 1948 had compensated the city adequately and 
sufficiently for its contribution to the project. By other legislative 
action (Public Law 588, 84th Cong.), this latter property was returned 
to the Veterans’ Administration in order that it could be reconveyed 
to the city, free and clear of all restrictions. 

Following a study of the land requirements at the Cheyenne, Wyo., 
Center in 1955, the Veterans’ Administration concluded that. the 
90 acres of land located in the northerly and easterly portions of the 
reservation proposed to be transferred to the city of Cheyenne by 
S. 640 were excess to its present and foreseeable future requirements. 
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As a result, the 90-acre tract was declared excess to the needs of the 
Veterans’ Administration on July 20, 1955. S. 640 proposes to trans- 
fer this tract, which is situated between the remaining portion of the 
reservation and the 431 acres conveyed to the city in 1948. 

In the declaration of excess, the General Services Administration 
was requested to (1) retain in the Government all property rights to 
an 18-inch storm sewer which extends across part of the excess acreage 
to a headwall, and to retain all rights to discharge storm water and 
surface drainage from the remainder of the reservation of the Veterans’ 
Administration Center onto the excess land, and (2) restrict the use 
of the property so as to prohibit its use for heavy industry or any 
development from which obnoxious odors, industrial waste, or exces- 
sive noise might emanate, or any purpose which might be detrimental 
to the operation of the adjoining Veterans’ Administration Center. 
The bill passed by the Senate, S. 2654 in the 84th Congress, contained 
these restrictions. 

The city of Cheyenne again expressed its desire to acquire the 90- 
acre tract in question, and representatives of the city indicated that 
their ultimate use of the land might be for residential development, 
after subdivision. At the time consideration was being given to 
declaring this land excess, the Chief Appraiser of the Loan Guaranty 
Division of the Cheyenne Center, upon request, appraised the 90-acre 
tract and concluded that some 34 acres, which lent themselves readily 
to commercial development, had a fair market value of $1,000 per 
acre (or $34,000), and the remaining 56 acres, which would be usable 
as residential or commercial property with proper development, had 
a fair market value of $350 per acre (or $19,670), for a total value of 
$53,670 for the 90-acre tract. He noted that in comparable acreages 
in and near the city where housing developments are being carried 
out, the developer is subdividing the land into six lots to the acre and 
selling the acreage, when all improvements are installed, at from 
$7,200 to $9,000 per acre. 

In view of the unfavorable reports received from the Comptroller 
General of the United States, the Bureau of the Budget, and the 
General Services Administration, the committee did not take any 
action on S. 640. 

S. 806, authorizing the Administrator of General Services to quit- 
claim all interest of the United States in and to a certain parcel of land 
in Indiana to the board of trustees for the Vincennes University, Vincen- 
nes, Ind.—This bill, as amended by the committee, authorized and 
directed the Administrator of General Services to quitclaim all right 
title, and interest of the United States in and to certain lands locat 
in Indiana to the State of Indiana and to the board of trustees for the 
Vincennes University, Vincennes, Ind. 

The bill further provided that the Administrator withhold execu- 
tion of the conveyance provided for in subsection (a) until he deter- 
mines that the city of aces Ind., has released and conveyed to 
the board of trustees for the Vincennes University any right, title, 
and interest that such city may have in and to the parcel of land de- 
fined in subsection (a). In the event the city of Vincennes fails to 
release and convey such right, title, and interest within 6 months from 
the date of enactment of this act, the authority contained herein shall 
terminate and be of no further force or effect. 


















































Tie RATE LEE AEE FIRM are 











TEBE HE TESTE TE 



























































58 SENATE COMMITTEE ON GOVERNMENT OPERATIONS 






An amendment in the nature of a substitute, was reported by the 
committee on May 29, 1957 (S. Rept. 389), passed the Senate on June 
5, reported by the House Committee (H. Rept. 654) on June 27, 
passed the House on July 1, and was approved as Public Law 85-100 
on July 11, 1957. 

S. 1529 (H.R. 5086), to provide for the conveyance of certain real 
property of the United States to Klamath County, Oreg.—The purpose 
of this bill was to authorize the Administrator of General Services to 
convey, without consideration, to Klamath County, Oreg., all right, 
title, and interest of the United States in and to 86.41 acres of land, 
exclusive of the so-called U.S. Bureau of Reclamation weed drain and 
the lateral drain containing 2.38 acres, upon which the Klamath 
experimental area is located. ‘The experimental area is a cooperative 
project between Oregon State College and Klamath County, and the 
property has been occupied under a yearly contract with the Bureau 
of Reclamation since 1949, the contract to run until 1963. 

A letter from Senator Morse, dated April 30, 1957, stated that he 
would have no objection to the committee’s indefinitely postponin 
action on the bill, as existing Federal law permits transfer of the lan 
by administrative action. The letter further stated that Senator 
Neuberger concurred in this position. The committee therefore de- 
ferred action on the bill. 

S. 2851, to amend section 203 of the Federal Property and Adminis- 
trative Services Act of 1949 to authorize the sale and conveyance of 
certain surplus property of the United States situated in the county 
of Orange, State of California, to the former owners thereof, Richard 

aster and Esther Haster, his wife, or their legal representatives.—This 
bill would have prohibited the Administrator of General Services from 
disposing of a parcel of real property, which had been declared surplus 
to the needs of the Federal Government, until he had given the former 
owners notice of the proposed sale, and 180 days to repurchase the 
property. It further provided that the former owner may acquire 
the property at the price equal to the fair market value thereof as 
determined by the Administrator. 

The Bureau of the Budget, GSA, and the Department of Defense 
reported adversely on the bill. In view of the foregoing and the 
consideration the committee gave to similar measures during the 
past, action on the bill was postponed indefinitely. 

S. 2882 (H.R. 9549), to authorize the Administrator of General Services 
to convey certain lands in the State of Colorado to the city of Denver, 
Colo.—The purpose of this bill was to authorize and direct the Admin- 
istrator of General Services to convey to the city and county of Denver, 
Colo., all right, title, and interest of the United States in 60,000 acres 
of land oak improvements at Lowry Air Force Base, Denver, Colo. 
The bill further provided that the city and county pay an amount 
equal to the fair market value of the land less the amount paid by the 
city when it purchased and donated the property to the Government. 
The record indicates that the city and county paid $1,009,053.36 for 
the land in 1938-43 and gave it to the Government for use as a part of 
the Army’s Air Corps Technical Training School and bombing range. 

The property covered by this bill has not been declared surplus to the 
needs of the Government, and in view of the fact that the Air Force 
was using about 50 percent of the property and was surveying the 
remaining half for possible future use, action was not taken by the: 
committee on the bill. 
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The sponsors of the bill advised the committee to hold in abeyance 
any action until clarification as to use and need was effected by the 
Air Force. In view of this recommendation and with those of other 
affected agencies, no action was taken on the bill prior to adjournment. 

S. 4220, to provide for the conveyance of certain lands to the State of 
Michigan.—This bill authorized and directed the Administrator of 
GSA to convey several city lots and buildings located thereon to the 
State of Michigan without reimbursement but with an express pro- 
vision that the property be used for park or recreational purposes. 

The bill was introduced late in the session and therefore no reports 
were received from the agencies and no action was taken by the 
committee. 

S. 3431 (H.R. 10858), to provide for the addition of certain excess 
Federal property in the village of Hatteras, N.C., to the Cape Hatteras 
National Seashore Recreational Area, and for other purposes.—The 
purpose of this bill was to transfer, without reimbursement, two 
parcels of excess Government-owned land (containing 1.93 acres), 
two dwelling houses, and two small storage buildings, located in the 
village of Hatteras, Dare County, N.C., to the Department of the 
Interior, for office and ranger quarters use by the Cape Hatteras 
National Seashore Recreational Area, as a part of the National Park 
Service. 

The properties referred to in the bill were assigned to the Secretary 
of the Interior for the National Park Service for temporary utilization 
as a ranger station and center for the dissemination of National Park 
Service information and for storage purposes. These properties are 
located within the village of Hatteras and cannot be transferred to 
the Department of the Interior for program purposes pursuant to the 
Federal Property and Administrative Services Act of 1949 because 
the act of August 17, 1937 (16 U.S.C. 459), specifically prohibits the 
inclusion in the Cape Hatteras National ashes Recreational Area 
of any lands within the village of Hatteras. 

S. 3431 was reported on June 17, 1958 (S. Rept. 1718), and passed 
the Senate on June 23, 1958. An identical bill, H.R. 10853, was 
reported by the House committee on June 18, 1958. On July 7, the 
House passed the Senate bill and tabled H.R. 10853. On July 18, 
1958, the President approved S. 3431 as Public Law 85-540. 

S. 4274, to direct the Administrator of General Services to convey to the 
city of Mobile, Ala., all right, title, and interest of the United States in 
and to certain land.—This bill authorized the Administrator of General 
Services to convey all right, title, and interest of the United States in 
and to a parcel of real property, to the city of Mobile, Ala., without 
reimbursement. 

The bill was introduced late in the session and therefore no reports 
or recommendations were received from the Federal departments and 

encies affected. However, the purpose of S. 4274 may new be ful- 
filled by administrative action authorized pursuant to the authority 
of law (Public Law 85-681) which was approved by the President 
shortly after this bill was introduced in the Senate. 

H.R. 5949, to provide for the conveyance of certain real property of 
the United States located at the Veterans’ Administration Hospital near 
Amarillo, Tex., to Potter County, Tex.—The purpose of this bill was to 
direct the Administrator of General Services to convey, without con- 
sideration, to the county commissioners court of Potter County, Tex., 
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all right, title, and interest of the United States to a tract of surplus 

land comprising approximately 21.9 acres, constituting a portion of 

the Veterans’ Ldmihieration Hospital Reservation, Amarillo, Tex. 

. be used only for hospital purposes as a part of the Amarillo Medical 
enter. 

The House committee reported the bill favorably on June 24, 1958, 
with an amendment designed to restrict the use of the property in 

uestion for hospital purposes only for the next 20 years following the 
date of conveyance (H. Rept. No. 1948, 85th Cong.). The bill, as 
amended by the House committee,’ was approved by t 
Representatives on July 7, 1958. 

At the request of the Administrator of Veterans’ Affairs, the Senate 
Committee on Government Operations adopted an amendment which 
required that the property be used for hospital purposes only, with a 
reversion to the Government in the event that it ceases to be used 
for such purposes at any time. 

The bill, as amended, was reported favorably on July 29, 1958 
(S. Rept. No. 2039), and passed the Senate, with amendment, on 
August 4, 1958. On Augusv 5, 1958, the House agreed to the Senate 
amendment, and H.R. 5949 became Public Law 85-660 on August 
14, 1958. 

H.R. 6995 (S. 1916 and S. 3906), to amend Public Law 883, 84th 
Congress, to provide for the conveyance of certain additional property of 
the United States to the city of Roseburg, Oreg., and for other purposes.— 
This bill proposed to amend Public Law 883, 84th Congress, and 
wethnalend: the Administrator of General Services Administration to 
convey a small city lot, an old frame house, and a 3-foot strip of land 
which had been declared surplus, to the city of Roseburg without re- 
imbursement or transfer of funds. The bill further provided that 
the property to be conveyed shall be made on consideration that the 
Douglas County Historical Society use the property as a historical 
site, and for the preservation of antiques and other personal effects 
which have historical significance to the area. 

A subcommittee of the House Government Operations Committee 
held hearings on the bill and amended it in accordance with recom- 
mendations of the GSA for clarification of the language describing the 
property and on recommendations of the committee the bill was re- 
ported (H. Rept. 1284), on January 20, 1958, passed the House Febru- 
ary 17, reported favorably by-the Senate Committee on Government 
Operations (S. Rept. 2045), on July 30, 1958. On August 4, 1958, the 
bill was called up on the Senate Calendar and objection was made. 
Therefore no subsequent action was taken. 

A companion bill, S. 1915, was introduced in the Senate by Senator 
Neuberger on April 17, 1957, and another bill, S. 3906, was introduced 
on May 27, 1958, for the purpose of prohibiting the Administrator of 
General Services from taking any action on the disposal of this prop- 
erty at any time prior to December 31, 1958. No action was taken 
by the committee on either one of these bills during the 85th Congress. 

S.J. Res. 188 (S. 2231) providing for the conveyance of certain real 
property of the United States situated in Philadelphia, Pa., to Pawl & 

eekman, Inc., Philadelphia, Pa.—This resolution authorized and 
directed the Administrator of General Services to convey to Paul & 
Beekman, Inc., Philadelphia, Pa., certain real property located at the 
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northwest corner of 18th and Courtland Streets, Philadelphia, Pa., 
and described in a lease, dated May 31, 1947, entered into between the 
United States and Portable Products Corp., in accordance with the 
provision of said lease which granted to the lessee an option to purchase 
the property. 

On May 31, 1947, the United States of America, acting by and 
through the War Assets Administration, leased to the Portable 
Products Corp., Philadelphia, Pa., certain Government-owned prop- 
erty situated at the northwest corner of 18th and Courtlend Streets in 
the city of Philadelphia for the period June 1, 1947, and ending May 
31, 1957, at an annual rental of $40,000, payable quarter-annually in 
advance in installments of $10,000 each. Pisaeraph 2 of the lease 

ants the lessee an option to purchase the leased premises at any time 
Sine the first 9% years of the term of the lease for a total considera- 
tion of $450,000 and provides that, in the event this option to purchase 
is exercised by the lessee, there should be credited against said purchase 

rice of $450,000, 50 percent of the total rental payments made by the 
se under clause 1 of the lease. The lease further provides certain 
conditions under which the balance of the purchase price is to be paid. 

This lease was assigned by Portable Products Corp. to Paul & Beek- 
man, Inc., on July 14, 1947, and the assignment was consented to b 
the War Assets Administration. The lease was then assigned, with 
the consent of the War Assets Administration, to Conestoga Manu- 
facturing Co., an affiliate of the original lessee, on August 19, 1948. 
As of May 27, 1958, the Conestoga Manufacturing Co. merged with 
Paul & Beekman, Inc., and the latter is the surviving corporation. 

By letter dated November 19, 1956, the Conestoga Manufacturing 
Co. notified the General Services Administration, as successor to the 
War Assets Administration, that it exercised its option to purchase 
~ property in accordance with the provisions of paragraph 2 of said 
ease. 

In March 1957, the Attorney General informally expressed the view 
that neither the Surplus Property Act of 1944, under the authority of 
which the aforementioned lease was executed, nor the Federal Prop- 
erty and Administrative Services Act of 1949, as amended, contained 
any authority expressly, by implication, or as incidental to other 
powers expressly conferred, to include in leases executed under the 
authority of said acts options to purchase leased property. 

The decision of the Attorney General has prevented the General 
Services Administration from fulfilling the terms and conditions of 
the lease agreement executed by the War Assets Administration, not- 
withstanding the fact that such agreement was entered into in accord- 
ance with usual commercial practices and such action would be in 
the best interests of the Government. 

The bill was introduced on June 6, 1957, and was reported favor- 
ably to the Senate on February 13, 1958 (S. Rept. No. 1286). §S. 2231 

assed the Senate on March 3, 1958, and was referred to the House 

mmittee on Government Operations, where no further action was 
taken on the bill. 

In view of the likelihood that the House would not act on S. 2231 
the ‘general legislation: authorizing options to. purchase, which would 
afford authority for relief, the committee took the view that the 
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subject resolution would be the best solution to the particular problem 
at this time, since its adoption would permit the Administrator of 
General Services to carry out an agreement entered into by the 
Government in good faith. 

The resolution was amended as recommended by the General 
Services Administration in order to give credit to the lessee for rental 
payments made after he exercised his option to purchase and_notified 
the Government accordingly. 

Senate Joint Resolution 188 was reported favorably on August 5 
1958 (S. Rept. 2200), passed the Senate August 11, and was referred 
to the House Committee on Governmert Operations where it was 
considered and indefinitely postponed. 

H.R. 4945, to provide for the conveyance of certain real property in 
West Palm Beach, Fla., to the Port of Palm Beach District.—This bill 
authorized the Administrator of General Services to convey to the 
Board of Palm Beach District, West Palm Beach, Fla., all right, 
title, and interest of the United States in and to certain real property 
comprising approximately 0.86 acre and known as the customhouse 
and immigration station, Riviera Beach, together with certain ease- 
ment rights acquired therewith, withcut monetary consideration. 
The bill further provided that the Administrator of General Services 
shall determine the description of the land authorized and directed 
to be conveyed and that he shall further reserve in the conveyance of 
the aforementioned property to the United States any easement 
which he may deem necessary to protect the public interest. 

The property covered by this bill was donated by the port of West 
Palm Beach District to the Government as a site for a customhouse 
and immigration station. The Government failed to construct the 
customhouse and immigration station. In 1956 the site was declared 
surplus and the GSA proceeded with plans to sell the property in 
accordance with the provisions of the Federal Property and Landes 
trative Services Act of 1949. 

The sponsor of the bill contended that inasmuch as the property 
was donated to the Government for a specific purpose, which was 
not fulfilled, it was only fair and equitable that the property should 
be returned to the original donor. 

The bill was reported with an amendment by the House Committee 
on Government Operations on May 15, 1957 (H. Rept. 451), passed the 
House on May 21, and was referred to the Senate Committee on 
Government Operations. It was reported to the Senate on June 13 
(S. Rept. 436), passed the Senate on June 26, and was approved 
on July 10, 1957, as Public Law 85-90. 

H.R. 6182, to provide for the conveyance of certain real property of the 
United States to the former owners thereof.—This bill authorized and 
directed the Administrator of General Services to convey 8.9 acres of 
land located near Moorefield, Hardy County, W. Va., which had been 
declared surplus to the needs of the Government, to the former. owners, 
without reimbursement. The property covered by this bill was 
donated to the Government in 1938 by Martha V. Gilkeson and 
Damaris E. Gilkeson as a site for establishing a fish cultural station, 
in the community interest.. Subsequently, the Fish and Wildlife 
Service of the Federal Government expended about: $2,800 on the in- 
stallation of fish ponds, a water pipeline and concrete dam, and main- 
tained the facility until World War II, when it was abandoned. 
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The property was declared surplus to the needs of the Government 
in 1955, at which time it was locos at $2,300. In response to 
open competitive bids, an offer of $1,001 was received, but this bid 
was rejected because it was not in accord with its estimated fair 
market value. The subject bill would return the property to the 
former owners since the Government no longer requires its use for 
the purpose for which it was donated. 

H.R. 6182 was reported to the House, with amendments, on June 
27, 1957 (H. Rept. 658), and passed the House on July 1, 1957. This 
committee reported it to the Renate, without amendments, on Febru- 
ary 10, 1958. The bill passed the Senate on March 6, and was 
approved, on March 17, 1958, as Private Law 85-366. 

H.R. 6623, to provide for the conveyance of certain real property of 
the United States in Massachusetts to the Woods Hole Yacht Club — 
This bill authorized the Administrator of General Services to convey 
approximately 0.65 of an acre of land when declared surplus to the 
needs of the Government to the Woods Hole Yacht Club, Woods 
Hole, Mass., at the fair market value as determined by the Admin- 
istrator. 

The property covered by this bill was originally donated to the 
Government in 1883, and leased to the club on January 1, 1935, for 
a period of 25 years, pursuant to the authority of Private Law 341 of 
the 73d Congress. 

The report of the House Committee on Merchant Marine and 
Fisheries (H. Rept. No. 561, 85th Cong.) indicates that representa- 
tives of the Department of the Interior testified that the property is 
not creege and will be reported excess to its needs on expiration of 
the lease. 

The land has been under lease to the club since 1935 and is actively 
used by the club, which has a membership of some 100 families. The 
Department of the Interior is presently using an adjoining area for 
biological research by the Fish and Wildlife Service, but its repre- 
sentative testified that it will have no use for the portion occupied 
by the yacht club upon the expiration of its lease. 

The bill provided that in the determination of the fair market value 
no allowance shall be made for the value of the improvements installed 
by the club. General Services Administration reported that it had 
no objection to the enactment of the bill provided it was amended 
to authorize insertion in the deed of such terms, conditions, reserva- 
tions, and restrictions as may be determined by the Administrator to 
be necessary to protect the interests of the United States. Accord- 
ingly, the subcommittee amended the bill in conformity with that 
report. 

H.R. 6623 was reported, with an amendment, by the House Com- 
mittee on Merchant Marine and Fisheries on June 13, 1957 (H. Rept. 
561), and passed the House on June 18, 1957. It was reported to 
the Senate by this committee on February 10, 1958 (S. Rept. 1280), 
passed the Senate on March 6, and was approved as Private Law 
85-367 on March 17, 1958. 

H.R. 7964, to remove the limitation on the use of certain real property 
heretofore conveyed to the city of Austin, Tex., by the United States — 

he purpose of the bill was to require the Administrator of General 
Services to convey, without consideration, to the board of trustees of 
the Austin Independent School District, Travis County, Tex., all the 
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Government’s right, title, and interest in certain property conveyed 
to the city of Austin for educational purposes by an act approved in 
1888, thereby removing the existing use restriction. 

In 1888, the United States conveyed the subject real property which 
now comprises approximately two city blocks to the city of Austin 
under authority of an act entitled “An act to authorize the Secretary 
of War to convey to the city of Austin, Tex., a tract of land in said 
city for educational purposes,” approved March 5, 1888 (25 Stat. 44). 
This conveyance was made with the express condition that title would 
revert to the United States should the city ever cease to use the 
property for educational purposes. The Austin school system, for- 
merly under the control of the city, is now an independent school 
district as the result of an election held in April 1955. While the new 
school district desires the full fee-simple title to the land, it has no 
intention of abandoning use of the land for educational purposes, 
since several school buildings now being utilized exist thereon. 

When the subject property was conveyed to the city of Austin, 
Tex., in 1888, no time limit was placed on the duration of the use 
restriction; therefore, legislation is necessary for its removal. 

The bill was reported to the House on August 14, 1957 (H. Rept. 
1165), and passed the House. This committee reported it on August 
29 (S. Rept. 1160). It passed the Senate on August 30, and was 
approved as Public Law 85-302 on September 7, 1957. 

Hy .R. 10009, to provide for the conveyance of certain surplus property 
to Newaygo, Mich.—The purpose of this bill was to direct the Adminis- 
trator of General Services to convey to the village of Newaygo, Mich., 
all right, title, and interest of the United States in and to about 17,000 
square feet of land, which has been declared surplus to the needs of 
the Government, without monetary consideration. 

The property covered by the bill was donated to the Government 
by the village of Newaygo in 1953 as a site for a new Federal post 
office. However, due to the lack of the necessary appropriations, the 
post office was not constructed and, as a result, the property became 
surplus to the needs of the Government. 

he village of Newaygo, State of Michigan, motivated by a desire 
to obtain a new post office, in effect donated the aforementioned site to 
the United States. The Government, after abandoning its proposed 
project, declared the property surplus to Federal needs. dines the 
village donated the property to the Government for a purpose which 
failed to materialize, and since the property’s value has not been 
enhanced by Government expenditures, the committee feels the 
Government should now make a reconveyance to the village of 
Newaygo. 

The bill was amended by the House Committee on Government 
Operations and reported it to the House on March 10, 1958 (H. Rept. 
1488). It passed the House March 17, was reported by this commit- 
tee on June 4 (S. eae 1650), passed the Senate on June 23, and was 
eye as Public Law 85-487 on July 2, 1958. 

.R. 11694, to provide for the conveyance of certain real Property of 
the United States situated in Clallam County, Wash., to the Department 
Y Natural Resources, State of Washington.—This bill directed the 

dministrator of General Services to convey all right, title, and 
interest of the United States in and to certain surplus real property 
situated in Clallam County, Wash., to the Department of Natural 
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Resources of the State of Washington, in consideration of the payment 
of an amount equal to 75 percent of the fair market value. 

The property covered by the bill was acquired in 1942-44 by the 
aconl Gaerne from the State of Washington Forest Board for 
harbor defense purposes. There are 518 acres in the tract on which 
is standing timber with a combined appraised value of $158,500. 
The State of Washington wishes to acquire the property for 75 percent 
of the appraised fair market value for addition to an adjoining State 
park for park and recreational use. 

The bill further provided that a 25 percent public benefit allowance 
should be authorized by the Administrator of General Services because 
the property is proposed to be used for public purposes, and that the 
sale be consummated on or before August 31, 1959, in accordance 
ate and conditions prescribed by the Administrator of General 

rvices. 

H.R. 11694 was reported, with an amendment, on June 2, 1958 
(H. Rept. 1844), and passed the House on June 21. The Senate 
Committee on Government Operations reported the bill on July 29; 
passed the Senate August 4, and was approved, on August 14, 1958, 
as Public Law 85-668. 


Fissionable materials 


H.R. 12988 (S. 3926), to provide for the conveyance of an interest of 
the Uniied States in and to fissionable materials in a tract of land in 
Leon County, Fla.—This bill authorized and directed the Administra- 
tor of General Services to convey by quitclaim deed to the city of 
Tallahassee, Fla., the Government’s interest in and to fissionable 
materials in certain lands situated. in Leon County, Fla. 

This bill was similar to H.R. 8005, S. 2421, S. 2833, and many other 
proposals which were introduced in Congress to clear title, and to 
remove any doubt regarding the Federal Government’s reversionary 
right to fissionable materials in certain parcels of real property through- 
out the United States. 

Additional detail and background on the other bills which were 
enacted into law, may be found in Senate Report 870 and House 
ye 856, 85th Congress. 

nactment of a so-called omnibus bill, H.R. 13482, reported by the 
Joint Committee on Atomic Energy and approved on August 19, 
1958, as Public Law 85-681, removed the need for legislation on a 
piecemeal basis. 

However, as indicated in the record, there was no assurance that 
the legislation on the omnibus bill would be consummated before the 
end of the session. The House committee reported the bill on June 
30, 1958 (H. Rept. 2058), it passed the House July 7, was reported 
by this committee July 29 (S. Rept. 2038), passed the Senate August 4, 
and was approved as Public Law 85-682 on August 19, 1958. 

_ H.R. 8005 (S. 2421, S. 2257), to provide for the conveyance of an 
interest of the United States in and to fissionable materials in a tract of 
land in the county of Cook, and State of Illinois.—When the committee 
considered H.R. 8005, it also had a similar bill (S. 2421), introduced by 
Senator Curtis, which provided for removing the reversionary interest 
of the United States in and to fissionable material in a parcel of land 
located in Buffalo County, Nebr. In lieu of reporting two bills, the 
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committee amended H.R. 8005 by incorporating the provisions of 
S. 2421 and reported it with an amendment. No action was taken on 
S. 2257, which was identical to H.R. 8005, because the latter bill had 
already passed the House. H.R. 8005, as amended, authorized and 
directed the Administrator of General Services to convey by quitclaim 
deed all right, title, and interest of the United States in and to fission- 
able material in certain tracts of lands situated in Cook County, IIl., 
and in Buffalo County, Nebr., to the city of Chicago, and the city of 
Kearney, respectively. 

House Report No. 656, 85th Congress, sets forth the following 


background and data in support of the bill, as approved by the House 
of Representatives: 


The Atomic Energy Act of 1946 (60 Stat. 755, sec. 5(b)(7)) 
provided that in all future conveyances or other authoriza- 
tions to use the public lands there was to be a reservation to 
the United States of fissionable materials. Executive Order 
No. 9701 was issued March 4, 1946, to effectuate this same 
policy as to conveyances of acquired realty, that is, excepting 
fissionable materials. The same policy was effectuated by 
Executive Order 9908, December 5, 1947, which superseded 
Executive Order 9701. 


The land covered by the first section of this bill, which was conveyed 
by the Federal Government to the city of Chicago on March 22, 1946; 
and the property situated in Buffalo County, as described in section 2, 
was conveyed to the city of Kearney on June 15, 1950. In compliance 
with the aforementioned Executive order, title to any and all fission- 
able materials was reserved to the United States. The purpose of 
H.R. 8005, as amended, was to remove these restrictions, and thus 
clear impediments to the respective titles. 

A 1954 amendment to the Atomic Energy Act (68 Stat. 919, see. 
68b) stipulated that reservations to the United States of fissionable 
materials in public land should, on application of the holder thereof, 
be rescinded by the head of the agency issuing the prior conveyance 
or other authorization to use; this prompted the revocation by Execu- 
tive Order 10596 (February 15, 1955) of Executive Order 9908 which 
applied as has been said, to acquired land. A question arose as to 
whether the term “public land’’ as used in the act of 1954 was broad 
enough to include aequired land, or whether it was meant to include 
only land from the public domain. Since a divergency of opinion 
existed among the various agencies, the Attorney General was re- 
quested by the Atomic Energy Commission to issue an opinion on the 
question. 

H.R. 8005 was reported with an amendment, by the House Com- 
mittee on Government Operations on June 27, 1957 (H. Rept. 656), 
and passed the House on July 1. On August 14, it was reported 
(S. Rept. 870), to the Senate with an amendment containing the 
language of S. 2421 as a new section 2. On August 20, the Senate 
passed H.R. 8005 as-amended and on August 21 the House agreed to 
the Senate amendment. The bill became Public Law 85-206 on 
August 28, 1957. 

H.R. 11933, to provide for the conveyance of interests of the United 
States in and to uranium, thorium, and other materials in certain tracts of 
land situated in Jackson County, Miss.—This bill authorized and 





a i ed 


SENATE COMMITTEE ON GOVERNMENT OPERATIONS 67 


directed the Administrator of General Services to convey by quit- 
claim deed to the owners of record as of the date of enactment, all 
right, title, and interest of the United States in and to uranium, 
thorium, and other materials in certain real property located in Jack- 
son County, Miss. 

The Atomic Energy Act of 1946 (60 Stat. 755, sec. 5(b)(7)), pro- 
vided that in all future conveyances or other authorizations to use 
the public lands there was to be a reservation to the United States of 
fissionable materials. Executive Order No. 9701 was issued March 4, 
1946, to effectuate this same policy as to conyeranern of acquired 
realty, that is, excepting fissionable msterials. The same policy was 
effectuated by Executive Order 9908, December 5, 1947, which super- 
seded Executive Order 9701. The acquired land to which H.R. 
11933 pertained was conveyed in 1950 by the Government, and was 
made in compliance with the Executive order, that is, title to any and 
all fissionable materials was reserved. 

A 1954 amendment to the Atomic Energy Act (68 Stat. 919, sec. 
68b), stipulated that reservations to the United States of fissionable 
materials in public land should, on application of the holder thereof, 
be rescinded by the head of the agency issuing the prior conveyance 
or other authorization to use: this prompted the revocation by Execu- 
tive Order 10596 (February 15, 1955) of Executive Order 9908 which 
applied as has been said, to acquired land. A question arose as to 
whether the term “public land” as used in the act of 1954 was broad 
enough to include acquired land, or whether it was meant to include 
only land from the public domain. Since a divergence of opinion 
existed among the various agencies, the Attorney General was re- 


quested by she Atomic Energy Commission to issue an opinion on the 
j 


question: his opinion was that reservations in conveyances of acquired 
land were unaffected by the 1954 amendment. 

The bill was reported (H. Rept. 2057), on June 30, 1958, passed 
the House July 15, reported by this committee (S. Rept. 2037), on 
July 29, passed the Senate August 4 and was approved as Private Law 
85-602 on August 19, 1958. 

S. 2833, to provide for the conveyance of the interest of the United 
States in and to certain fissionable materials in a tract of land in the 
county of Alamance, State of North Carolina.—This bill authorized and 
directed the Administrator of General Services to convey by quitclaim 
deed all right, title, and interest of the United States in and to fission- 
able materials, uranium, thorium, and other materials in a tract 
of land located in Alamance County, N.C., and which was conveyed 
to T. E. Steed by the Reconstruction Finance Corporation by deed 
executed on August 20, 1947. 

S. 2833 was identical in purpose to H.R. 8005 and S. 2421 reported 
by the committee on August 14, 1957, both of which were incorporated 
ae single bill and approved as Public Law 85-206 on August 28, 


The bill was reported (S. Rept. 1293) on February 20, 1958, and 
passed the Senate on March 6. It was reported by the House com- 
mittee on June 30, 1958 (H. Rept. 2056), passed the House on July 15, 
and was approved, on July 25, 1958, as Public Law 85-499. 
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Negotiated sales of surplus property 

In addition to the bills covering Federal niepus property disposals, 
121 separate negotiated sales or leases were submitted to the commit- 
tee during the 85th Congress, under authority of Public Law 971, 
84th Congress, and Public Law 85-486. For detailed listings, see the 
committee’s final calendar (pp. 87-94) dated December 31, 1958. 


GENERAL LEGISLATION AND PROPOSALS 


S. 3224 (H.R. 10565; H.R. 18744), to improve opportunities for small 
business to obtain a fair proportion of Government purchase and contracts 
to facilitate procurement of property and services bry the Government, and 


Sor other purposes.—This bill amended the Federal Property and Ad- 


ministrative Services Act of 1949; section 3709 of the Revised Stat- 
utes; the codified Armed Services Procurement Act of 1947; and the 
Copeland (Anti-Kickback) Act, which contain the basic authority of 
law with respect to the procurement of supplies and services by the 
departments and agencies of the Government. The bill increased 
from $1,000 (in some agencies $500) to $2,500 the present open- 
market limitations for procurement without formal advertising by the 
executive, legislative, and judicial branches of the Government. 

S. 3224 improved several aspects of procurement procedure of 
Government agencies through the promotion of greater uniformity and 
simplicity, in the interest of the Government and business particularly 
of small Lidanes, S. 3224 facilitated the extension to many Govern- 
ment agencies of a modernized code of procurement procedures, in- 
cluding more suitable provision for negotiated purchases and advance 
payments. It simplified the filing of payroll information on construc- 
tion and public building repair contracts financed by the Government 
as required by the Copeland Act of 1934. 

This bill implemented some of the recommendations of the Cabinet 
Committee on Small Business, stated in its first progress report, to 
remove needless inconsistencies, complexities, and inequities in Gov- 
ernment procurement procedures in order to improve small business 
participation in Government contract work. 

The bill facilitated modernization of existing statutory provisions 
relating to the joint set-aside program, and authorized the limitation 
of advance and progress payments to small-business concerns. These 
proposals will improve the ability of small-business concerns to com- 
pete for Government awards without any increase in cost to the Gov- 
ernment. As a result, the Government will achieve the benefits flow- 
ing from increased competition and from the establishm-nt of new 
sources of supply with the attendant economy in procurement costs 
and improvement in the Nation’s security. 

Prior to enactment of this legislation, a substantial portion of sup- 
plies and materials procured by the Government was obtained by 
public advertising, some of which could be obtained by negotiation, 
thereby making possible a reduction in cost and wider participation 
by small business concerns. This could be effected by peri 
small procurements, without advertising, up to $2,500 as contras 
to the $1,000 ceiling presently required by law. Many small-business: 
concerns, research and development organizations, and some educa- 
tional institutions are unable to compete or supply these services to 
the Government without advance or progress payments. As a result. 
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their services are not available to the Government. Experience has 
shown that advance payments have demonstrated their value in 
achieving difficult procurements and should: be available, under suit- 
able administrative regulations, regardless of the procedure used in let- 
ting the contract. 

The committee reported the bill with amendments, on August 5, 
1958 (S. Rept. 2201), it passed the Senate on August 14, 1958, and was 
referred to the House Committee on Government Operations. On a 
motion to discharge the committee from further consideration, the 
bill was called up and passed by the House on August 15, 1958. It 
became Public Law 85-800 on August 28, 1958. 

(The House committee did not file a report on this bill.) 

S. 1941, to authorize the payment by the Bureau of Public Roads of 
transportation and subsistence costs to temporary employees on direct 
Federal highway projects —This bill was introduced at the request of 
the Secretary of Commerce, who stated that enactment of the bill is 
necessary in view of a recent decision of the Comptroller General 
which precludes the payment of transportation and subsistence 
expenses in connection with the hiring of students and other persons 
on a temporary or seasonal basis on the Federal highway construction 
program. 

The Secretary stressed the need for urgency, since the peak of the 
highway construction period is during the months of June, July, and 
August, and, without this authority a serious staffing problem would 
be encountered during the summer. 

The Comptroller General stated that he had no objection to S. 1941, 
but pointed out that the provisions of the bill would not become 
effective during the 1957 construction season, and suggested two minor 
clarifying amendments, which were accepted by the committee. 

The bill was reported, as amended (S. Rept. 387), on May 29, 1957, 
— the Senate on June 5, reported by the House Committee on 

ublic Works (H. Rept. 943), July 30, passed the House August 5 
and approved as Public Law 85-143 on August 14, 1957. 

S. 1799 (H. R. 8195), to facilitate the payment of Government checks, 
and for other purposes.—This bill was drafted by the Department of 
the Treasury in cooperation with the Bureau of the Budget and the 
General Accounting Office, as a part of the joint accounting program. 
The bill amended several laws which made possible a number of 
changes in accounting methods and procedures, formerly required by 
statute, for the payment of Government checks, issuing substitutes 
for checks which were lost, stolen, or destroyed, and related account- 
ing operations. The provisions of the bill were designed to expedite 
and reduce the cost of processing and handling Government checks. 

S. 1799 amended several provisions of law which made possible 
changes in the internal accounting methods and procedures followed 
x the Department of the Treasury in handling checks drawn on the 

reasurer of the United States. 

The bill was reported on June 3, 1957 (S. Rept. 397), and passed 
the Senate on June 6, 1957. On July 1, 1957, the House committee 
reported H.R. 8195 with amendment (H. Rept. 666) and it passed 
the House on July 1, 1957. On July 2, 1957, the House amended 
8. 1799 to conform with the language contained in H.R. 8195, and 
passed the bill as amended. The Senate agreed to the House amend- 
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ment on August 19, and the President approved the bill as Publie 
Law 85-183 on August 28, 1957. 

S. 4010 (H.R. 13391), to provide for the receipt and disbursement of 
funds and for continuation of accounts when there is a vacancy in the 
office of the disbursing officer for the Government Printing Office, and 
for other purposes—The purpose of this bill was to (1) change the 
title of the disbursing clerk to disbursing officer for the Government 
Printing Office; (2) in case of death, resignation, or separation from 
office, the deputy disbursing officer or another person designated by 
the Public Printer shall become acting disbursing officer for a period 
not exceeding 2 months after such vacancy had occurred; (3) relieve 
the disbursing officer or his estate from responsibility for the acts of 
the deputy disbursing officer while acting in his place; and (4) make 
the deputy disbursing officer and his sureties responsible during the 
period in which he acts in the name of the former disbursing officer, 

This bill was similar to Public Law 85-340, which was approved 
March 15, 1958, providing for the issuance of checks and continuation 
of accounts when there is a vacancy in the office of the disbursing 
officer for the Post Office Department. 

The measure was reported on July 29, 1958 (S. Rept. 2035), passed 
the Senate on August 4, and referred to the House Committee on 
Government Operations where it was considered in executive session, 
and indefinitely postponed. 

H.R. 11133 (S. 8872), to amend section 7 of the Administrative 
Expenses Act of 1946, as amended, to provide for the payment of travel 
and transportation cost for persons selected for appointment to certain 
positions in the continental United States and Alaska, and for other 
purposes.—This bill, which became Public Law 85-749, was introduced 
in the House of Representatives, and referred to the Government 
Operations Committee, provided necessary authority to the Federal 
Government to establish a program which was deemed necessary to 
enable Government agencies to employ scientific and eugene 
personnel whose skills and services were critical to the nationa 
security. This legislation was introduced because the Government 
felt that it could not compete with private enterprise in hiring highly 
siilled personnel. 

H.R. 11133 passed the House of Representatives on June 26, 1958, 
after being favorably reported by the House Committee on Govern- 
ment Operations (H. Rept. 1764). The bill was referred to the 
Senate Government Operations Committee, where it was amended 
by striking out the section which authorized the Government to 
pay expenses of personnel coming to an agency for an interview. It 
was further amended by making the law effective for 2 years instead 
of 5. The bill passed the Senate August 11, 1958, and the House of 
Representatives agreed to the amendments. The bill was approved 
on August 25, 1958, and became Public Law 85-749. 

S. 1408, to provide allowances for transportation of house trailers to 
civilian employees of the United States who are transferred from one 
official station to another —This bill, as amended, authorized the heads 
of departments and agencies of the Government to pay a mileage 
allowance to civilian employees to cover the cost of transporting their 
house trailers when transferred from one official station to another, 
within the continental United States, within Alaska, or between 
Alaska and the continental United States. The bill further provided 
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that the mileage allowance authorized would be controlled by regula- 
tions promulgated by the President of the United States, and would 
be paid to employees who would otherwise be entitled to the move- 
ment of household effects at Government expense. The amount to 
be paid would be determined by the head of the agency; however, in 
no instance would the amount exceed 20 cents a mile for transporta- 
tion of house trailers or mobile dwellings. 

The bill further provided that the trailers would have to be used for 
dwelling purposes by the employee, and their movement would have 
to be in connection with a permanent change in duty from one official 
station to another. To qualify for a mileage allowance the employee 
would have to be entitled to transportation of his household goods and 
personal effects because of a change of official duty. 

S. 1408 was reported with an amendment (S. Rept. 398), on June 3, 
1957, passed the Senate on June 6, and was referred to the House Com- 
mittee on Government Operations. It was reported by the House 
committee (H. Rept. 1285), on January 20, 1958, passed the House 
February 3, and was approved as Public Law 85-326 on February 12, 
1958. 

S. 2259, to improve the efficiency of the Government by regulating the 
outside employment by officers and employees of the departments and 
agencies of the Government, and for other purposes.—This bill was 
designed to prohibit Federal employees from accepting afterhours or 
part-time employment which is so closely related to their official 
duties or functions of their agency as to cause a question of propriety 
or that such employment might impair their mental or Loateel 
capacity to render efficient service. The bill further provided that 


employees shall not engage in outside om pe unless the head of 
re 


the agency concerned, or his duly authori resentative, exempts 
such employment as necessary, or is in the public interest. In the 
event that an employee accepts such employment which the head of 
the agency holds is not in the public interest, the bill provided that 
the employee may be furloughed or dismissed should he persist in 
such outside employment. 

The bill so authorized the U.S. Civil Service Commission to issue 
rules and regulations as are deemed necessary and adequate to carry 
out its provisions, and that such authority shall become effective on 
its enactment. Other provisions of the bill were not to become effec- 
tive until the first day of the sixth month after enactment, in order to 
give the Commission sufficient time to formulate and promulgate 
regulations for guidance of the various departments and agencies 
of the Government. 

A special: subcommittee, composed of Senators Thurmond, chair- 
man, Yarborough, and Curtis, was appointed on June 13, 1957, to 
consider S, 2259. On February 7, 1958, Senator Lausche was a 
ose to the subcommittee to replace Senator Yarborough, who 

left this committee for another committee assignment. 

The subcommittee held hearings on the bill on March 6, 1958, 
during which time Senator George: D, Aiken, sponsor of the bill, 
appeared and testified that, from information obtained from certain 
constituents and gleaned from an investigation made by the GAO, a 
large number of employees of the Army Map Service, Navy Hydro- 
graphic Office; Coast and Geodetic Survey, and other Government 
agencies were engaged in mapmaking service through their own com- 
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panies, on holidays, weekends, and while off on sick or annual leave in‘ 
direct competition with reputable concerns engaged in the same type 
of business. } ; 

The subcommittee also heard several other witnesses and after it: 
was pointed out that the agencies would police this matter more 
effectively, the committee agreed to postpone further action on the bill.’ 

S. 2519 (H.R. 10732), for the relief of the Crum McKinnon Building 
Co. of Billings, Mont.—The purpose of S. 2519 was to authorize and 
direct the Administrator of General Services to enter into negotiations’ 
with the Crum McKinnon Building Co., Billings, Mont., for the pur- 
pose of revising lease GS-10B-160 (formerly I-3L-119), dated October 
29, 1948, as renewed July 1, 1954, so as to increase the rent of the Crum 
McKinnon Building from $28,350 to $37,500 per annum, for the period’ 
July 1, 1954, to June 30, 1959. 

The original lease provided that the lessor furnish utility and jani- 
torial services for a period of 5 years, and that the lessee had an option: 
to renew for another 5-year period with a 10 percent reduction in 
rent. At the end of the first 5-year period, a controversy arose as to 
whether the lessor was required to continue furnishing the janitorial 
and elevator service after the rental had been reduced, as provided 
in the lease. The controversy was submitted to the General Account- 
ing Office and it held that the lessor should furnish the services. The 
same issue arose in connection with the lease of another building in 
the same city and the GAO held that the lease for the other building 
did not require the lessor to furnish such services during the secon 
5-year period. 

Comments and recommendations were elicited from the Depart- 
ment of the Interior, GSA, Bureau of the Budget, and the General 
Accounting Office. The GAO recommended against relief for the 
lessor but. concluded that “if the Congress should conclude that the 
lessor is entitled to relief, on an equitable basis we would have no 
objection.” 

he GSA and the Bureau of the <r en objected to enactment of 
the bill because of the possible establishment of a precedent which 
may jeopardize the contractual relationship of the Government and 
many of its suppliers, however, on reconsideration the GSA and the 
Bureau interposed no objection, if the bill was amended to make it 
clear that when the lease is modified, the Government will pay the 
additional rent providing the lessor continues to furnish the utility 
services. 

The bill was amended by the committee and reported on July 30;: 
1958 (S. Rept. 2043), passed the Senate on July 31, and referred to 
the House Committee on Government Operations, where no action 
was taken before the end of the session. 

S. 3578, to prohibit the withholding or impoundment of appropria- 
tions.—S. 3578 was introduced by Senator Mike Mansfield, with the 
objective of preventing the executive branch from circumventing’ the 
will of the Congress as expressed in legislation authorizing programs 
and providing funds to carry them out, by prohibiting the withholding 
or impounding of appropriated funds. 

In the regular course of the legislative process, the Congress, after 
hearings and careful consideration, enacts legislation establishing @: 
program and then appropriates funds to enable the program to be 
carried out. It appears that subsequent to such action, the executive: 
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branch, from time to time, either through action by the President, 
the Bureau of the Budget, or other executive branch officials, im- 

unds the funds and either fails to carry out the program, or carries 
it out on a reduced scale. Examples of this type of action may be 
found in the curtailment or elimination of flood control programs, 
rivers and harbors, military construction programs, authorized 
strength of the Army, National Guard, Navy, Marines, Air Force, 
etc., and authorized programs with respect to various military 
facilities. 

This bill was designed to prevent such action on the part of the 
executive branch by making it unlawful, notwithstanding any other 
provision of law, for any executive branch official to withhold, im- 

ound or otherwise prevent any moneys appropriated by the Congress 
from being promptly used or applied by contract or otherwise for the 
purpose designated in the appropriating act. 

All of the major departments and agencies of the executive branch 
expressed opposition to this measure on numerous grounds. The 
Comptroller General ace out a number of problems which were 
raised by S. 3578 and which, in his judgment, required very careful 
consideration with a view toward clarification. The Attorney General 

uestioned its legal effect, its impact on existing law and on the Federal 
fnancial management system, and its effect on certain of the Presi- 
dent’s constitutional prerogatives. 

The Chairman of the Senate Committee on Appropriations ques- 
tioned the desirability of the measure, and suggested an amendment 
in the nature of a substitute. 

An analysis of the bill revealed that its coverage was so broad that 
it might have been construed to prohibit actions beyond what may 
have been intended by its sponsor. Furthermore, the bill appeared 
to raise serious constitutional questions. In summary, the basic 
problems raised by S. 3578 related to its probable effect on the Anti- 
deficiency Act, and to the fundamental doctrine of separation of 
powers between the executive and legislative branches of the Govern- 
ment. 

Comments received from the Department of State, the Secretary 
of Agriculture, the Department of Health, Education, and Welfare 
the Postmaster General, the United States Information Agency, an 
the Atomic Energy Commission expressed opposition to the bill, 
based upon similar or related grounds. 

The committee was further advised by several departments and 
agencies that S. 3578 might have a deleterious effect on so-called 
no-year appropriations, which are sums of —_— appropriated by the 
Congress from time to time to carry out sta pro ams which are 
authorized to be “available until expended,” and which are usually 
not completely obligated for several years. The committee was also 
advised that the bill raised constitutional problems relative to certain 
constitutional prerogatives of the President and to the doctrine of 
separation of powers, particularly with respect to legislation involving 
the Military Establishment. 

Following careful consideration by the committee in executive 
session, action thereon was postponed indefinitely to afford the com- 
See = opportunity to devote further attention to the problems 
involved, 
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. 8. 3492, to amend title I of the United States Code to eliminate the 
requirement that proclamations the President be contained in the 
United States Statutes at .—This bill was introduced by the chair- 
man on March 14, 1958, at the request of the Administrator of General 
Services. 
Under existing law, Presidential proclamations are required to be 
ublished in the United States Statutes at Large and in the Federal 
egister. The purpose of the legislation was to eliminate the statu- 
tory requirement for such duplicate publication by eliminating the 
requirement for publication in the Statutes at Large. 
ction 112 of the United States Code, which would have been 

amended by the bill, requires all Presidential proclamations to be 

ublished in the Statutes at Large. Section 305 of title 44, United 

tates Code, however, does not require the publication of all Presi- 
dential proclamations in the Fed Register. Specifically excluded 
are those which are considered to have no general applicability and 
legal effort or are effective only against Federal agencies or persons 
in their capacity as officers, agents, or employees. 
| Following opposition from several members of the committee, based 
upon considerations which raised considerable doubt concerning the 
advisability of this legislation, the committee, on June 3, 1958, indefi- 
nitely postponed action on the measure. 

S. 3889, to amend chapter 47 of title 18 of the United States Code to 
prohibit the receipt of fees in connection with the execution of contracts 
for the rendition of certain services connected with the sale of real property 
in interstate or foreign commerce which have been induced by fraudulent 
misrepresentations, and for other purposes.—This bill, introduced by 
Senators Mundt and McClellan, makes it a criminal offense to induce 
a person by fraudulent oral misrepresentation to enter into a contract 
in connection with the advertising of his business opportunities or real 
estate for sale in interstate commerce. 

The bill was originally referred to the Committee on the Judiciary. 
However, on June 10, 1958, it was rereferred to this committee and the 
Judiciary Committee was discharged from further consideration 
thereof. On July 16 and 17 the Subcommittee on Investigations 
held hearings on the measure and on August 4, on recommendations 
of the subcommittee, action was indefinitely postponed. 

See the activities report of the Permanent Subcommittee on Inves- 
Seoriens (S. Rept. 40, 86th Cong.) for additional information on this 


S. Res. 262 (H. Res. 481), favoring the sale of Ellis Island, N.Y., to 
Perpetuation of the Doorway to Freedom, Inc.—This resolution, in- 
eceaneetl by Senator Langer, would have expressed the intent of the 
Congress that Ellis Island, N.Y,, should be sold at a nominal cost to 
Perpetuation of the Doorway to Freedom, Ine:, a nonprofit corpora- 
tion organized under the laws of the State of Wisconsin, for the 
purpose of erecting on the island, at no cost to the U.S. Government, 
a@ monument dedicated to the solidarity of the American, Republics. 

The Bureau of the Budget and the Administrator of General Services 
advised the committee that such a resolution would be contrary to 
the objective of the Federal Property and Administrative Services 
Act of 1949, as amended, which provided for the disposal of surplus 
Federal property for its highest and best use, and for the maximum 
monetary return the market will afford. Accordingly, if the Congress 
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determines that an exception should be made in the case of Ellis Island, 
such exception should be authorized by law, rather than merely ex- 
pressed in a resolution. The Administrator of General Services ad- 
vised further that the cost of Ellis Island to the United States, in- 
cluding acquisition, increase in size and improvements, totals approxi- 
mately $6,327,000; that Perpetuation of the Doorway to Freedom, 
Inc., had offered a bid of $100,111.11 and the high bid was $201,000; 
that because none of these bids were commensurate with the appraised 
fair market value, they were rejected and negotiations were begun 
with prospective purchasers willing to pay more than the high bid. 

Finally the senior Senator from New York expressed opposition 
and the junior Senator did not favor the action contemplated by the 
resolution at that time. Both Senators based their positions on the 
contemplated use of the island for a hospital for narcotics. 

In view of these circumstances, the committee took no action on the 
measure. 

S. 3937, to facilitate the discovery and recovery by the States of un- 
claimed personal property in the custody of Federal agencies, and for 
other purposes.—The purpose of this bill was to facilitate action by the 
States in the discovery and recovery of unclaimed personal property 
in the custody of Federal agencies with a view to having such property 
either escheat to the States or to permit the States to become custodian 
of the property. Generally, the bill would have required the Comp- 
troller General to examine periodically the records of all Government 
agencies (with certain exceptions) with a view to locating all unclaimed 
personal property in the possession of such agencies and to compile a 
report thereon for the use of the States, containing the following in- 
formation: (1) the name and last known address of each owner of 
such property; (2) the dates essential to determine when the property 
became unclaimed property; (3) the recoverable value, if funds, other- 
wise, a description of the ret and (4) the transaction whereby 
the property is apparently held by the Federal agency and the name 
and address thereof. 

The bill provided further that statutes of limitations otherwise 
applicable to claims made by or on behalf of the rightful owners of the 
unclaimed property shall not be asserted against a State so as to 
preclude (1) the unclaimed property from escheating to the State or 
(2) the State from becoming the custodian of such property. 

The Comptroller General advised the committee that he was 
vigorously opposed to any legislation which would impose upon his 
office the responsibility for discovering and reporting potential 
claims against the United States by searching all of the records of 
almost all Government departments and agencies and issuing a report 
of the type required by the bill. In addition, the bill would impose 
substantial additional duties and responsibilities on the Comptroller 
General which are outside the scope of his usual and regular activities 
the performance of which he does not have sufficient manpower an 
for which sufficient manpower could not be recruited. He stated, 
also, that the burden of compiling such information as would be re- 
a by the bill would be an unreasonable and inappropriate use of 

ederal manpower, and the cost of compiling the information required 
might well be in excess of the value of the unclaimed on ses in which 
event the State would not claim it and the financial en would rest 
on the United States. 


76 SENATE COMMITTEE ON GOVERNMENT OPERATIONS 


In addition to these reasons for opposing this measure, the Comp- 
troller General listed and discussed several other cogent bases for his 
position, concluding that if favorable consideration of S. 3937 is 
contemplated, complete revision would be necessary in order to clarify 
numerous ambiguities and large numbers of problems which the present 
language of the bill raises. 

he Comptroller General advised that the bill’s provisions were so 
broad and sweeping and that it would be impossible to presently 
conceive the legal and administrative problems which might arise if 
such legislation would be enacted into law. 

Based upon the Comptroller General’s report and also the fact that 
the bill was received too late in the session to permit adequate con- 
sideration, no further action was taken. 

S. 894, to limit the acquisition and use by civilian agencies of the 
Federal Government of equipment for reproducing documents, drawings, 
papers, and so forth, on sensitized materials.—This bill prohibited any 
department or agency of the Government, except the Department of 
Defense or law-enforcement agencies, from acquiring equipment for 
blueprinting, photocopying, or otherwise reproducing documents and 
papers which can be legally copied commercially, by processes in- 
volving the use of sensitized coated materials and also to dispose of 
such equipment now on hand, and submit a report of the status and 
conditions of such disposal to the Bureau of the Budget. 

Reports and recommendations were elicited from the Joint Com- 
mittee on Printing and other interested concerns. On recommenda- 
tion of the chairman of that committee no further action was taken 
by this committee. 

S. Res. 286, authorizing a study of laws administered by the Veterans’ 
Administration.—This resolution authorized the committee to make 
a study of the laws administered by the Veterans’ Administration 
relating to the adoption and application of a schedule or ratings of 
reductions in earning capacity from specific injuries or combination 
of injuries to determine whether such laws are properly administered. 

The resolution further authorized the leeslaiinind of additional 
employees, utilize departmental personnel, incur such other expenses 
as are necessary, and to report to the Senate not later than January 
31, 1959. 

After consultation with the sponsor of the bill, with representatives 

of the Veterans’ Administration, and with the Senate Finance Com- 
mittee, which was studying the problem in connection with similar 
bills then pending, this committee agreed to take no action until after 
the Senate Finance Committee had an opportunity to evaluate the 
program. 
« &. 932, to establish an Office of Federal Administrative Practice; to 
provide for the appointment and administration of a corps of hearing 
commissioners; to provide for administration to and control of practice; 
to establish a Legal Career Service for improvement of legal services 
government; and for other purposes.—The sponsor of this bill requested 
a rereference to the Senate Committee on the Judiciary. Following 
consultation between the sponsor and the chairman of the committee, 
and with the concurrence of the committee, the bill was rereferred to 
the Committee on the Judiciary on February 7, 1957. 

S. 3496, to provide for the beneficiation of certain low grade manganese 
ores purchased by the General Services Administration.—This bill was 
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jntroduced by Senator Murray on March 17, 1958, and rereferred to 
this committee for consideration. However, on March 27 the sponsor 
of the bill, after consultation with the chairman of this committee, 
moved to have this committee discharged and the bill was referred 
to the Senate Committee on Interior and Insular Affairs. 

S. 921, to amend section 161 of the Revised Statutes with respect to the 
authority of Federal officers and agencies to withhold information and 
limit the availability of records.—The sponsor of this measure requested 
a rereference to the Senate Committee on the Judiciary. Following 
consultation between the sponsor and the chairman of this committee, 
and with the concurrence of the committee, the bill was rereferred to 
the Committee on the Judiciary on February 21, 1957. 

S. 3107, to provide for the annual audit of bridge commissions and 
authorities created by act of Congress, for the appointment of members 
thereof, transfer of functions, and for other purposes.—This bill was 
introduced by Senator Gore on January 23, 1958, and referred to this 
committee for consideration. Following consultation between the 
sponsor and the chairman of the committee, and with the concurrence 
of the committee, S. 3107 was rereferred to the Committee on Public 
Works on January 25, 1958. 

S. 3189, to repeal the act of July 2, 1956, concerning the conveyance of 
certain property of the United States to the village of Carey, Ohio.—This 
bill repealed the act of July 2, 1956 (70 Stat. 486), which directed the 
Administrator of General Services to convey a parcel of land and a 
two-room dwelling situated therein in Carey, Ohio, to the village in 
payment of the fair market value thereof. 

hen the original legislation was enacted the city desired to pur- 
chase the property for use as a public parking lot. Later it was 
determined that the city did not desire to acquire the property, 
therefore the legislation had to be repealed in order to permit the 
Administrator of GSA to solicit public bids and dispose of the property. 

The bill was reported on June 4, 1958 (S. Rept. 1648), passed the 
Senate June 23, reported by the House Committee on Government 
Operations (H. Rept. 2513), on August 7, and approved as Public Law 
85-831 on August 28, 1958. 

S. 4288, to amend the Administrative Procedure Act to provide for the 
disclosure of certain. communications received by Government agencies 
from Members of Congress with respect to adjudicatory matters, and for 
other purposes.—The bill S. 4288 was introduced during the closing 
days of the 85th Congress, too late to permit even preliminary 
processing. 


SPECIAL REPORTS AND STAFF STUDIES 


- The committee and its Subcommittee on Reorganization conducted 
‘ number of studies into various aspects of Government operations. 
The staff was directed to make more extensive surveys in designated 
areas, and to submit reports upon which committee action might be 
determined. In some instances, special reports have been approved by 
‘the committee and submitted tothe Senate. The major reports and 
staff studies in these areas are set forth below. 


‘Organization of F ederal executive departments and agencies 
The committee continued the compilation of an annual chart and 
report reflecting all reorganizations and changes effected in the organ- 
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ization, structure, and personnel of the executive branch of the Goy- 
ernment by calendar years. The chart and the accompanying report 
for calendar year 1957, reflecting data as of January 1, 1958, was 
submitted to the Senate on March 21, 1958 (committee print No. 18), 
The chart reflects personnel assignments to major operating com- 
ponents of each department and agency, and the report contains 
complete details concerning reorganizations effected and the resulti 
improvements in administration and reductions in Federal pebbcenl 
and expenditures. 

The demand for this report has increased during recent years, 
and the departments and agencies have recognized their value in 
accurately outlining their organizational structure, as well as reflect- 
ing their efforts to improve administrative procedures and to eliminate 
nonessential expenditures and personnel. Accordingly, in recent years 
the Federal officials have supplied an increasing amount of informa- 
tion regarding the internal operations of their respective agencies for 
inclusion in the committee report. 

Significant personnel changes during the respective calendar year, 
and reorganizations effected in the departments and agencies, were 
set forth in this report, based upon information supplied, at the 
request of the chairman, by the appropriate accountable officer for 
each of the departments and agencies. Organizational changes effected 
pursuant to legislation approved by the Congress, or resulting from 
internal surveys conducted under administrative controls, as well as 
appreciable changes in personnel assignments, were set forth in the 
chart and in the report. Sections of the report dealt with (¢) nomen- 
clature and components; (6) total employees in the executive depart- 
ments and independent agencies; (c) overseas employees; (d) over- 
seas contract employees; (e) the legislative and judicial branches; 
(f) and the status of Government corporations. Comparative figures 


were included where appropriate. The report also contains an organ- 


izational and ee summary, covering all departments and 
agencies, from January 1, 1947, to the period covered, as well as data 
as to when and under what authority agencies were abolished or 
created. 


Reports of the Comptroller General of the United States 

The Comptroller General submitted a total of 207 reports, audits, 
and other communications to the Congress, which were referred.to.the 
committee, relating to audits, investigations, or reviews of the various 
operations of Federal agencies, and the receipt and disposition of pub- 
lic funds during the 85th Congress. These reports were reviewed by 
the staff in order to determine what action, if any, should be taken 
by the committee to insure compliance with the recommendations of 
the General Accounting Office. ‘Where these reports indicated a pos- 
sible violation of law or an improper use of Federal funds or property, 
they were reviewed by the staff of the Senate Permanent Subcommit- 
tee on Investigations. } 

From January 1, 1947, to January 1, 1958, the General Accoun 
Office submitted to the committee a total of 640 audit reports 
other communications dealing with activities of Government. corpora- 
tions and other agencies, as required by the Legislative Reorganization 
Act of 1946. In ahah out its jurisdictional responsibilities m 

te 


‘this area, the committee submitted to the Senate on January 20, 1954, 
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a composite history of corporate activities of the Federal Govern- 
ment up to that date, in the form of a corporation manual. The report 
included analyses of audit reports of Government corporations, based 
on 155 reports submitted by the General Accounting Office to the 
committee beginning in the 80th and extending through the 1st ses- 
sion of the 83d Congress. This report (S. Rept. 861) also contained 
the specific recommendations submitted to the Congress by the Com- 
troller General of the United States for improvement in the activities 
of the corporations, and information supplied by the corporations 
relative to action taken to conform to some of these recommendations, 
or explanations as to why action had not been taken on other recom- 
mendations (see also pp. 52-54, S. Rept. 4, 84th Cong.). 

Staff studies of governmental operations 

The committee received 119 executive communications, referred to it 
by the President of the Senate, from various department and agency 
heads (36 from the General Services Administration), transmitting 
reports on contracts negotiated for experimental purposes; procure- 
ment policies of executive agencies; administration of surplus prop- 
erty laws; proposing legislation required in carrying out certain 
functions; and on other related operations dealing with general 
administration, organization, fiscal, records management, and surplus 
property disposal. The staff of the committee was directed to 
examine each of these reports, and, if warranted, to report back on 
any such activity for further committee action. A majority of these 
reports were submitted in compliance with various acts of Congress, 
and contained routine information on which no action was required 
by the committee. 

In response to requests from members of the committee, or from 
other Senators, a number of inquiries were made into various types 
of Government operations, on which staff reports were ees and 
submitted to the Senators requesting the information. These studies 
included the following areas of Federal activity: 

(1) Review of the policies and procedures requiring periodic physi- 
cal sear ines of Deputy U.S. Marshals and Chief Deputy U/S. 

arshals. 

(2) Limitation or restrictions placed in the Second Supplemental 
Appropriation for 1958 which are in conflict with the authority con- 
tained in the enabling act of the General Services Administration. 

(3) Review of laws requiring the submission of periodic reports to 
Congress and submission of a draft bill to abolish those reports which 
are not used or which no longer serve a useful purpose. 

In the summer of 1957, it was ascertained that considerable savings 
could be effected by repealing those laws or parts of laws which 
required departments and agencies to submit certain reports to 
Congress which are not. needed, or no longer serve a useful purpose. 
By letter dated August 15, 1957, the chairman requested the Director 
of the Bureau of the Budget to conduct a survey in the executive 
branch with a view to eliminate those reports which duplicate other 
reports, or which are not needed by the agency preparing such in- 
formation, and are not needed by the Congress. 

On completion of the survey, the Director submitted a draft bill 
to this committee recommending the repeal of 59 provisions of law. 
The committee added a provision discontinuing a report which was 
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referred to the Committee on Government Operations. The draft 
bill was transmitted to the chairman of each standing committee of 
the Senate, requesting review and recommendations regarding the 
items shown thereon. Because of the heavy workload under which 
most of the committees were laboring during the latter part of the 
session, the bill was not cleared, and therefore not introduced before 
adjournment. 

(4) Report of the ownership and operation and legal status of the 
Spur Oil Co. 

(5) Status and disposition of Holla Bend Cutoff project, Arkansas, 

(6) Report of construction differential subsidy contracts entered 
into by the Federal Maritime Service with Moore-McCormack ‘and 
the Grace Lines, Inc. 

(7) Report of detention, interrogation, and termination of a former 
Government investigator who was on duty in Frankfort, Germany. 

(8) Explanation of the basic concepts pertaining to the receipt of 
revenue and the withdrawal of funds from the U.S. Treasury. 

(9) Résumé of allegations made against certain military and civilian 
pronurecpene officers who were, or are, on duty with the European 

xchange Service. 

(10) Committee action on Hoover Commission recommendations 
and bills affecting veterans’ affairs. 

(11) Alleged delay in the allocation of funds for National Guard 
armories at Rector and Van Buren, Ark, 

(12) Proposed transfer of certain functions and activities of the 
Naval Establishment from Scotia, N.Y., to Byron, Ga. 

(13) Report of proposed construction of Federal office buildings in 
Helena, Hot Springs, and Little Rock, Ark. 

(14) Proposed contract for service and repair of typewriters in 
Metropolitan Washington area. 

(15) Proposed reduction in the number of inspectors employed by 
the Interstate Commerce Commission. 

(16) Numerous aspects of problems and situations relative to pay- 
ments in lieu of taxes. 

(17) Kitchen equipment for the Air Force Academy, with partic- 
ular reference to the alleged expenditure of almost one-half million 
dollars for dishwashing machines, an automatic bakery, and ice- 
cream-making equipment. 

(18) Alleged incompetence and lack of experience of safety and in- 
spection personnel employed by the Interstate Commerce Commission, 
following the merger of the Bureau of Safety with the Bureau of Serv- 


ice. 

(19) Alleged harassment by labor unions of a plumbing and heating 
contractor in connection with contract work performed at Fort 
Chaffee, Ark. 

(20) The surplus cotton export program being carried on by the 
Commodity Credit Corporation. 

(21) Allegedly improper advertising by the U.S. Employment Serv- 
ice, Little Rock, Ark. : 

(22) The authority, jurisdiction, and operations of the Internatiqnal 
Joint Commission, United States-Canada, 

(23) Statistical information relative to the activities of the U.S. 
Senate during the 85th Congress, including such matters as the num- 
ber of days in session, number of legislative proposals considered and 
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acted on, time available for Members to attend committee meetings, 
number of bills which became law, and the number of conferences, 
_ (24).A special study on alleged constitutional authority of the House 
of Representatives to originate appropriations measures. 

(25) Issuance of a small business defense contract involving a busi- 
ness firm in Nebraska. 

(26) Handling of tribal funds deposited in the U.S. Treasury by. 
South Dakota Indian tribes. 

(27) Flood damage to farm land by backwater behind Gavins 
Point Dam; S. Dak. 

(28) Report of alleged waste and extravagance at U.S. Naval Ord- 
nance Test Station, Pasadena, Calif. 

(29) pee into the liquidation of the River Oaks State Bank, 
Fort Worth, Tex. 

(30) Disposition of certain surplus property located at Fort 
Crockett, Tex. 

(31) Operation of Foreign Service Institute, Arlington Towers, 
Arlington, Va. 

(32) Request for inquiry into the administration of the Wheeler- 
Howard Act program in Alaska. 

(33) Inquiry regarding the establishment of departments and 
agencies with particular reference to releasing or withholding informa- 
tion. 

(34) Inquiry into packing procedures and functions in Government- 
provided facilities. 

(35) Proposed disposal of certain surplus property in Columbus, 

a. 

ACTION ON SENATE RESOLUTIONS 


Resolutions by the committee to provide funds for the Senate Per- 
manent Subcommittee on Investigations during the 85th Congress: 
Senate Resolution 37, providing $210,000 for the year ending January 
31, 1958, reported by the committee on January 14, by the Committee 
on Rules and Administration on January 25 (S. Rept. 19), was con- 
sidered, amended, and agreed to in the Senate on Tokeers 30, 1957; 
Senate Resolution 223, providing $200,000 for the year ending Janu- 
ary 31, 1959, reported by the committee on January 16, by the Com- 
mittee on Rules and Administration on January 29 (S. Rept. 1211), 
was considered, amended, and agreed ‘to in the Senate on January 29, 
1958. 

Senate Resolution 74 (S. Res. 14), establishing a Select Committee 
on Investigation of Improper Activities in Labor-Management Rela- 
tions, and for other purposes, reported favorably by the Committee 
on Rules and Administration on Susana 30, 1957 (S. Rept. 44), was 
considered, amended, and agreed to in the Senate on January 30, 1957. 

Senate Resolutions 142, 292, and 354 provided for the printing of 
Senate documents and special reports. All were considered and agreed 
to in the Senate. Senate Resolution 304, favoring a program for con- 
version of raw stockpile materials for immediate usefulness, was re- 
referred to the Committee on Interior and Insular Affairs on May 21, 
1958. Senate Resolution 355, authorizing the Committee on Govern- 
ment Operations to employ one additional staff member, was reported 
7 the committee on August 4, 1958 (S. Rept. 2187), reported favor- 
ably by the Committee on Rules and Administration, without amend- 
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ment, on August 13, and considered and agreed to in the Senate on 
August 18, 1958. 
mate Resolutions 89, 90, 91, and 92, introduced on the recom- 

mendation of the Senate Permanent Subcommittee on Investigations, 
euenae for the citation of Nugent LaPoma (alias George Cavano), 

arry Reiss, Einar O. Mohn, and Frank Brewster for contempt of the 
Senate, were reported to the Senate on February 7 (S. Repts. 89, 90, 
91, and 92), were considered and agreed to in the Senate on February 
19, 1957. 

Details relative to Senate Resolutions 102, 262, 286, 297, and 347 
will be found elsewhere in this report.' 


1 See index, p. 85, for appropriate page number. 
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& 4288..To amend the Administrative Procedure Act providing for dis- 
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SENATE RESOLUTIONS 


§. Res. 14. To investigate the impact of labor irregularities on Government 
operations jortneng so-called racketeering practices, whether there have 
been violations of Federal statutes, and the enforcement hereof....-__- 

8. Res. 37. Providing for additional temporary assistants and funds for 
Senate Permaent Subcommittee on Investigations (no written re semen 

8. Res. 74, Establishing a Select Committee on Investigations of Improper 
Activities in Labor-Management Relations.....................-..- 

8. Res. 89. Citing Nugent LaPoma (alias George Cavano) for contempt of 
the Sénete Ce. Mee. Cll enoeteshenesenditetrcanuctdenitictncntiebiibe 

§. Res. 90. Citing Harry Reiss for contempt of the Senate (S. Rept. 63)_. 

8. Res:91. Citing Einar O. Mohn for contempt of the Senate (S. Rept. 62)_. 

S. Res. 92. Citing Frank W. Brewster for contempt of the Senate (S. Rept. 
60 


g.' ‘Res. 142. To print additional copies of the “Report on the Development 


of Scientific Engineering, and Other Professional Manpower’ (no writ- 
ten en +8 


8. "Res. 223. Authorizing the Committee on Government Operations to 
make additional expenditures and perform certain acts—Senate Per- 
manent Subcommittee on Investigations (no written report)_...-.---- 

8. Res. 262. Favoring sale of Ellis Island, N.Y., to Perpetuation of the 
Doorway to. Freedom, Ing... <.-naccccnncctsiasdenetcuioag P2254 

8. Res. 286... Authorizing a stud} of laws administered by the Veterans’ Ad- 
spinletrehill oo oo 6 o ce a on cosmanas i make ined Lei ame ie, 

8. Res. 292. Authorizing the printing as a Senate document of a staff study 
of the Committee on Government Operations entitled ‘‘Science and 
Technology Act of 1958” (no written report)_..........-.--.------. 

8. in 297. Disapproving Reorganization Plan No. 1 of 1958 (S. Rept. 

LZ) acca see eee esac c ac. ln scalekiaenwaamanitiamich aie 

8. Res. 304. Favoring a program for conversion of raw stockpile materials 
for taniOGy Geer oe ee ha de chen aie te oak een 

8. Res. 347. Authorizing a study of worldwide health activities (Subcom- 
aan on Reorganization and International Organizations) (8. Rept. 

§.-Res. 354. To print additional copies of the report entitled ‘Government 
Programs in International Education” (no written report) ..........-- 

8. Res. 355. Authorizing the Committee on Government Operations to 
employ one additional professional staff member (8. Rept. 2187)__-_--- 

8.J. Res. 145. To establish a Commission on Federal and State Jurisdiction. 

8.J. Res. 188. Conve eee of OF property to Paul & Beekman, Inc., 
Philadliphas Fate. Freee Sl oc coccnmerenaryerrtesensecpencroe 
. Con. Res. 119. Favoring a aise to make available to appropriate com- 
mittees of Congress'the services of experienced scientists or consultants. 


HOUSE. BILLS 


H.R. eg oo — of property to Port of Palm Beach District, 

RN i aie a latncress Sha onan taunt arnonoururtnpiesieanahitanas ANE So ce 
H.R. 5110. vansiet of. records to National Archives.__......-.--..---. 
aon Conveyance of real property to Potter County, Tex. (8. Rept. 


we ww www eww oe oo oo he wo oe Oo dh oe ee ee ee eb ee wee ee ee ee Seen 


H.R. 6182. Conveyance of property of the United Coates to former owners . 


H (8S. Rept. 1279) 


ee eit 


sR. 6623. “we yt y property. to Woods Hole Yacht Clab, Massa- 


eee ew ee oe ee eh ee ee mm 


chusetts (S: it. 1280 
BR 0b Come 


6995: Conveyance Mt additional property to Roneburg, Oreg. &. 


Rept. 2045)__.... se. 
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86 SENATE COMMITTEE ON GOVERNMENT OPERATIONS 


aS. ne et of cloud on title to property located in Illinois (8. 
per REGO sl Oe Ss ese s eu R se ic eee 
H.R. 7390. To amend the Administrative Expenses Act of 1946_....._.- 
H.R. 7964. To remove limitation on use of property conveyed to city of 
Austin, Tex. (8. Rept. 1160) ...2n:ww eq swwweeigepe een e sos iss 
H.R. 8002. Improved methods of stating budget estimates_______.___.- 
H.R. 8005. Conveyance of interest of United States in fissionable materials 
in land in Cook County, Ill. (8. Rept. 870)_..-..-............------ 
a os aenneke Franklin D. Roosevelt Library a Federal depository 
i cM: SIP ~~ one name ana a ind babtee ome netinn haelonrede 
H.R. 8859. To quiet title with respect to property in Humboldt County, 
CA ME RI, I octal on Sateen cal aaah a winiele eke ita <a 
He. a of surplus property to Newaygo, Mich. (8. 
0 Pe dp ano dos a rnn ean edie ama ine da kbd toe ee Lane 
H.R. 11133. Travel and transportation costs for persons selected for 
econ to positions in United States and Canada (8. rere. 2185) .. 
H.R. 11694. Conveyance of real en to Department of Natural Re- 
sources, State of Washington (S. Rept. 2034)__.....-....----------.. 
H.R. 11933. Conveyance of interests of United States in uranium and 
“ther materials in land in Jackson County, Miss. (S. Rept. 2037)...-.. 
H.R. 12938. Conveyance of interest of United States in fissionable mate- 
tials in land in Leon County, Fla. (S. Rept. 2038). ..-.-.--.-------.. 
H.R. 13673. Donation of surplus property to volunteer firefighting organ- 
izations 


HOUSE JOINT RESOLUTIONS 


H.J. Res. 427. To permit use of property in Kerr County, Tex., for recre- 
ational ie tee without causing such property to revert to United 
Beutew Gy MeptoRGS ic uroiia 02 Sos te Ae ee i neece 


REORGANIZATION PLANS 


Reorganization Plan No, 1 of 1957_..... 2-22. cess eee eee el eck 
Reorganization Plan No. 1 of 1958 (S. Rept. 1717)...........-.-.-2---. 


PUBLIC LAWS 


85-51. ‘To amend the Federal SrOneree, and Administrative Services Act 
of 1949, as amended, and for other purposes (transfer of records 
to National Archives) (H.R. 5110) ..-...........---...-.-.-. 

85-81. To authorize and direct the Administrator of General Services to 
donate to the Philippine Republic certain records caputred from 
insurrectos during 1899-1908 (8. 1141)..-..-.--..---..------. 

85-90. To provide for the sqnveranee of certain real property in West 
Palm Beach, Fla., to the Port of Palm Beach District (H.R. 
GEE nits» nnidd rnsitennn’ etitipenendancsteidiaun TC 

85-100. To authorize the Administrator of General Services to quitclaim 
all interest of the United States in and to a certain parcel of 
land in Indiana to the board of trustees for the Vincennes Uni- 
versity, Vincennes, Ind. (8. 806)_-........--..- Sir binne FS hi 

85-143. To authorize the payment by the Bureau of Public Roads of 
transportation and subsistence costs to temporary employees on 
direct Federal highway projects (S. 1941).-.-...-..-...--.-. 

85-183. To facilitate the peyment of Government checks, and for other 
PO OONEE US... OOO Rs tia. mah ih buiiiw aoe bkue nuh nmnnnenanendine 

85-206. To provide for the conveyance of an interest of the United States 
in and to fissionable materials in certain tracts of land situated 
s a County, Ill., and in Buffalo County, Nebr. (H.R. 

85-286. To further amend the Reorganization Act of 1949, as amended, so 
that such act will apply to reorganization plans transmitted to 
the Congress at any time before June 1, 1959 (S. 1791)_--.-.-- 

85-302. To remove the limitation on the use of certain real property here- 
tofore conveyed to the city of Austin, Tex., by the United 
States (FR: FOG6) cia in choo 10s schwesce, ba eset 

85-326. To provide allowances for transportation of house trailers to 
civilian employees of the United States who are transferred 
from one official station to another (8. 1408).................. 


Page 


48 


3, 92 
5, 92 


53 


69 
70 


SENATE COMMITTEE ON GOVERNMENT OPERATIONS 


85-341. To amend section 507 and subsection 602(a) of the Federal 
Property and Administrative Services Act of 1949, as amended 
(Fran D. Roosevelt Library) (H.R. 8795)____._--__-..--- 
85-467. To permit use of certain real property in Kerr County, Tex., for 
. echeation ‘al purposes: without. causing, such ‘property to revert 
to the Uni Ce A, AO eS ee ee 
85-486. To amend the Federal Property and Administrative Services Act 
of 1949, as amended, regarding advertised and negotiated dis- 
posals of surplus property (8, 2224) __....-...-..-...----... 
85-487. To provide for the reconveyance of certain surplus real property 
to Newaygo, Mich. (H.R. 10009) _ _ -..---..---.-.--2---- 2. 
85-493. To amend the Federal Property and Administrative Services Act 
of 1949 to authorize the Administrator of General Services to 
lease space for Federal agencies for periods not exceeding 10 
years, and for other purposes (S. 2533). 

85-540. To provide for the addition of certain excess Federal property in 
- the village of Hatteras, N.C., to the Cape Hatteras National 
Seashore Recreational Area, and for other purposes (S. 3431)_ 
85-579. To extend for 2 years the period for which payments in lieu of 
taxes may be made with respect to certain real property trans- 
ferred by the Reconstruction Finance Corporation and its 
subsidiaries to other Government departments (S. 3677)____-- 
85-660. To provide for the conveyance of certain real property of the 
United States located at the Veterans’ Administration hospital 
near Amarillo, Tex., to Potter County, Tex. (H.R. 5949) 
85-668. To provide for the conveyance of certain real property of the 
nited States situated in Clallam County, Wash., to the De- 
al of Natural Resources, State of Washington (H.R. 
_ BET entra ati 1 Sesaitleriytes Seeger gate Spr FT a oars liegt 
85-680. To amend section 207 of the Federal Property and Administrative 
Services Act of 1949 so as to modify and improve the procedure 

for submission. to the Attorney General of certain pro 
surplus pony disposals for his advice as to whether such 
ns would be inconsistent with the antitrust laws (S. 
85-682. To provide for the conveyance of an interest of the United States 
in and to fissionable materiais in a tract of land in Leon County, 
Ei, AEE SUITE vc nenticintnniinieemienthih pod nnemmiienaaaeon 
85-749. To amend section 7 of the Administrative Expenses Act of 1946, 
as amended, to provide for the payment of travel and trans- 
portation cost for persons selected for appointment to certain 
positions in the continental United States and Alaska, and for 
other pu edi cA MA Otc tas Nene a ee 
85-759. To provide for improved methods of stating budget estimates and 
estimates for deficiency and supplemental appropriations (H.R. 


meee ee ee ee ee ee eRe eR ER RR Re He eee 


85-763. To amend Reorganization Plan No. 1 of 1958 in order to change 
the name of the office established under such plan (8. 4059) - . ._. 
85-781. To amend section 201 of the Federal Property and Administrative 
Services Act. of 1949, as amended, to authorize the interchange 
of inspection services between executive agencies, and the fur- 
nishing of such services by one executive agency to another, 
without reimbursement or transfer of funds (S. 3873) .. ~.--..-- 
85-800, To improve opportunities for small business concerns to obtain a 
fair proportion of Government purchases and contracts, to 
facilitate procurement of property and services by the Govern- 


ment, and for other pane SD cond ahd lgatint} achicter es 
85-831. To repeal the act of July 2, 1956, concerning the conveyance of 
y of the United States to the village of Carey, 


CREPE, BEES ok cchkdeditniedbi ee onginnasnonnndatiies 
85-886. To amend the Federal Property and Administrative Services Act 
of 1949 to extend the authority to lease out Federal building 
sites until needed for construction purposes and the act of June 
24, 1948 (62 Stat. 644), and for other purposes (S. 3142)_.....-. 
85-934. To authorize the expenditure of funds through grants for support 
of scientific research, and for other purposes (S. 4039)........-. 
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88 SENATE’ COMMITTEE ON GOVERNMENT OPERATIONS 


PRIVATE LAWS 


85-366. To provide for the conveyance of certain real property of the Page 
nited States to the former owners thereof (H.R. 6182) 

85-367. To provide for the.conveyance of the interest of the United States 

in and to fissionable materials in a tract ofland in the county of 

Buffalo, city of Kearney, Nebr. (H.R. 6623)_.-......--.-..-2. 

85-460.. To provide for the removal of a cloud on the title to certain real 
property located in the State of Illinois (H.R. 7081) _.........-- 48 

85-499.. To provide for the conveyance of the interest of the United States 

in and to certain fissionable materials in a tract of land in the 


ee ee eee 


county of Alamance, State of North Carolina (8. 2833)_......-- 67 
85-580. To quiet title and pesseanon with respect to certain real property 
in the county of Humboldt, State of California (H.R. 8859)_.__- 48 


85-602. To provide for the conveyance of interest of the United States in 
and to uranium, thorium, and other materials in certain tracts 
of land situated in Jackson County, Miss. (H.R. 11933)....-. 67 


RESOLUTIONS CONSIDERED AND AGREED TO 


Resolution providing for additional temporary assistants and funds for the 
Committee on Government Operations (Senate Permanent Subcommittee 
NN eee een ne ee ne ie 81 

Resolution establishing a Select Committeee on Investigation of Improper 
Activities in Labor-Management Relations, and for other purposes 


OS . Ta Fi on ccereceetumen-tanttiecauntaeeeieniane hit aeathetals code nan cabin 81 
Resolution citing Nugent LaPoma (alias George Cavano) for contempt of 

Chom RS CT IRON, i ook. etic eter hee vitae aan aaantiineinic kates hee 82 
Resolution citing Harry Reiss for contempt of the Senate (S. Res. 90)!__. 82 


Resolution citing Einar O. Mohn for contempt of the Senate (S. Res. 91)!- 82 
Resolution citing Frank W. Brewster for contempt of the Senate (S. 
ROB) BA) en dccanr othe enn 4h ees eh aS ee i ee a 0 eine 82 
Resolution to print additional copies of the “Report on the Development of 
Scientific Engineering and Other Profesional Manpower” (S. Res. 142)_. 81 
Resolution authorizing the Committee on Government Operations to make 
additional expenditures and perform certain acts (Senate Permanent 
Subcommittee on Investigations) (S. Res. 223)!_.............---.---- 81 
Resolution authorizing the printing as a Senate document of a staff study 
of the Committee on Government Operations entitled “Science and 
Technology Act of 1958” (S. 3126) (originally printed as a committee 
ween) T0e ets CD no ie oh Se ch a ae ee 81 
Resolution authorizing a study of worldwide health activities (S. Res. 347). 22 
Resolution to print additional copies of the report entitled “Government 


Programs in International Education” (S. Res. 354) ....--...-.--..-- 81 
Resolution authorizing the Committee on Government Operations to 
employ one additional professional staff member (S. Res. 355)_......-. 81 


REPORTS AND SENATE DOCUMENTS? 


Communist Interrogation, Indoctrination and Exploitation of American Military 
and Civilian Prisoners (8S. Rept. 2832, 84th Cong , December 31, 1956).! 

ee aoe ee Committee on Government Operations in the 84th Con- 
gress'(S. Rept. 1). 

Organization of Federal Executive Departments and Agencies, as of January 1, 
1957 (Committee Rept. No. 167). : 

— “oy 84th Congress on the Second Hoover Commission Reports (8. 

ept. J 

Activities of the United States Senate. A Summary and Review of Senate Floor 
Sessions and Committee Meetings (8, Rept 96). : 

i on Reorganization of the Passport Office, Department of State (S. Rept. 

Organization of Federal Executive Departments and Agencies, as of January 1, 
1958 (Senate Committee Rept. No. 18). 

Report on Development of Scientific Engineering and Other Professional Man- 
power (committee print). 

Textile Procurement in the Military Services (S. Rept. 1166).* 


a Deas in activities report of Senate Permanent Subcommittee on Investigations (8. Rept. 40, 86th 
ong.). 

Sg not include reports on legislation which are shown under the bills and resolutions reported, 
Pp. * ¢ : 


SENATE COMMITTEE ON GOVERNMENT OPERATIONS 89 


Analysis and Summary Prepared by the Staff on S. 3126 (committee print March 
26, 1958; subsequently printed as 8. Doc. 90). 

Annual Report of the mittee on Government Operations made by its Per- 
manent Saieieteaniinns on Investigations (S. Rept. 1186).! 

Leaks of Civil Aeronautics Board Decision of August 2, 1956, Affecting Northeast 
Airlines Stock (8S. Rept. 1269).! 

Supply Waste and Excesses in the Northeast Air Command (S. Rept. 1271).! 

Increased Cost of Issuing and Renewing rey se (S. Rept. 1288 

Action by the Congress and the Executive Branch of the Government on the 


Second Hoover Commission Reports, 1955-57 (S. Rept. 1289). 
Progress Report on Science Programs of the Federal Government (8. Rept. 2498). 
International Medical Research. A compilation of background materials (com- 
mittee print). 


§ Details in activities report of Senate Permanent Subcommittee on Investigations. 
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APPENDIX A 


Summary of reorganization plans submitted to the Congress under 
authority of the Reorganization Act of 1949, as amended, and actions 
taken thereon: 


Action on reorganization plans, 81st and 82d Congs. 
REORGANIZATION PLANS OF 1949 





QsIQa ooh r 


Cert Qaronwr 


SRKRRPS 


1 









Senate Senate vote on resolution of 
resolution| 8. Rept. disapproval 
Title of dis- No. 
epee 
0. 





prepentinant OE FEO cccinccentticomiell 147 1851 Aug. 16, 1949 
Bureau of Employment Security........ 151 2852 Aug. 17, 1949 
Post Office Department._................ None 837 


National Security Counciiand National} = |  # ##=$|  +#4| | 
ty Resources Board ....ccccces ody. Nane-} ~~ --- SEB Ta scdecsus hidden des Pi sescescepece 


Aug. 17, 1949 


ewe ew enna | meee wwe nn [neon own enn none 


May 138, 1950 

May 23, 1950 

May 17, 1950 

me = 1950 

Securities and Exchange Commission... None ST eh AbannninensdiniementlipainmshAeiesintisiciiiainiaieliues 

Federal Communications Commission... 256 1564 50 23 | May 17,1950 

National Labor Relations Board......... 248 $1516 53 30 | May 11, 1950 

Civil Aeronautics Board _................ None BD De cbitasiccbicuisiiocbapamhddendibinisiaiied 

Labor Standards Enforeement_.......... None DE icanemshnginatcanguadhennsendbeiinie 

Alaska and V Islands Public Works. None BEEF Taatedbthbalacacdusdocisddacudbsibite 
Assistance to i Districts and Water 

Pollution Control.../................. None FEE Iocgeieesnonlicamcouneminmiakotnase 
Advense Planning and War Public 

sgl thal i Reka 271 1676 329 43 | May 23, 1950 
Buling and Space Management Func- 

a aa El cal a 270 1675 87 69 Do. 


Employees? Compensation Functions. ... None 1568 J cocccccce}conssesssifues 





Statutes at Large and Other Matters--... None EE Rietniiincnntinimneniete iin 

Maritime Commission.-................. 265 1674 314 59 May 19, 1950 
Federal National Mo: ee 299 1936 #30 43 | July n 1950 
Loans for Factory Built Homes._........ None IBID Wociveb ei WlascdcssUicieck ended 
RFC to eee of Commerce. 290 pg eel EE July 6, 1950 
National Securi Secure Seereee iia None Te hci di edepecsienes bo 
Department of Treasury 5. «edb bwoke None Se teknttbh tel paeneqnenesisscausedboes a 
st of Health, Education, and 

Security t. cannensssesbibhedidastdibed 302 1943 ( ¢% ¢9 


REORGANIZATION PLAN OF 1951 


| Reconstruction Finance Corporation....- | a Apr. 13,1951 


REORGANIZATION PLANS OF 1952 















one whore 





Bureau of Internal Revenue...-- patjilbaads Mar. 13,1952 
Post Office Department_.........-......- June 18, 1952 
Bureau of Customs, Treasury Depart- 

ment __... Do. 
Department ‘of Justice (U.S. marshals). Do. 


District of Columbia..........-.-.-. 










Report in sara pars 1 


Report in 3 separate parts: beelete ond | ieeaa! 


ameporeine a resolution 49 votes, and plan became effective, 
‘ ces oe matathe House failed of Ses beaia nee 


5 Baperseded Public Law 216, Aug. 10, 1949. 

* Report con’ majority and minority Views. 

1 Senate approved resolution by voice vote. 

; Same as plan No. 1 of 1950, except that Comptroller of the Currency is excluded. 


to overcome chintiions te pia Ne. 1 of 1949. 


¥ House adopted disapproving H. Res. 647 by vote of 249 to 71 on July 10, 1950 (H. Rept. 2320), 


rejected disapproving H. Res. 142 by vote of 200 to 198 on Mar. 14, 1951 (H. Rept. 188). 
91 
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92 SENATE COMMITTEE ON GOVERNMENT OPERATIONS 


Action on reorganization plans, 838d Cong. 
REORGANIZATION PLANS OF 1958 


Senate Senate vote on resolution of 
resolution| 8. Rept. disapproval 
of dis- No. 
approval . 
0. 


De ment of Agriculture 46 | May 27, 1953 
Office of Defense Mobilization...... 

Department of Justice 

Export-Import Bank of Washington 

Department of Defense !_...............- 

Foreign Operations Administration 

United States Information Agency 

Council of Economic Advisers 

Payments to Air Carriers. 


oOarwon 


— 
cocoow~ 


REORGANIZATION PLANS OF 1954 


1 | Foreign Claims Settlement Commission 
of the United States 

2 | Liqtidation of Certain Affairs of the Re- 
construction Finance Corporation. -_.. 


! Referred. to the Senate Committee on Armed Services under an agreement entered*into between the 
2 committees. 


Action on reorganization plans, 84th Cong. 
, REORGANIZATION PLANS OF 1956 


Senate Senate vote on resolution of 
lution| S. Rept. disapproval 
Title of dis- No. 
opera 
0. 


1 nat Of TIIOID pn nchecosmeasndpee 1 None None 
2 | Federal Savings and Loan Insurance 
Corporation....... covsesbdilabiecscoueitl 1291 


1H, Res. 34, disapproving plan No. 1, and H. Res. 541, disapproving plan No. 2, were approved by the 
House of Representatives on July 5, 1956, by voice vote. Senate action was therefore unnecessary. 


Action on reorganization plans, 85th Cong. 
REORGANIZATION PLANS OF 1957 


“Senate Senate vote on resolution of 
resolution) 8. Rept. disapproval 
Title of dis- No. 


<i 


1} Abolition s the Reconstruction Finance 


REORGANIZATION PLANS OF 1958 


1 | Consolidation of Federal Civil Defense 
Administration with Office of Defense 
Mobilization.............-.-..<+ dibetpenne 297 $1717 


* Adverse report. Passed over on calendar call June 23, 1958, 


O 








Calendar No. 49 


86TH CoNGRESS } SENATE { “Report 


Ast Session No. 53 





INVESTIGATIONS BY THE COMMITTEE ON INTERSTATE 
AND FOREIGN COMMERCE 


Fresrvary 26, 1959.—Ordered to be printed 


Mr. Hayrpen, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 27] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 27) authorizing the Committee on Interstate 
and Foreign Commerce to investigate certain matters within its 
jurisdiction, and providing additional funds therefor, having con- 
sidered the same, report favorably thereon without additional amend- 
ment, and recommend that the resolution, as amended, be agreed to 
by the Senate. 

This resolution, as amended, would authorize the expenditure of 
$225,000 by the Committee on Interstate and Foreign Commerce, 
or any duly authorized subcommittee thereof, from February 1, 1959 
through January 31, 1960, to make a complete study of any and all 
matters pertaining to— 

(1) Interstate commerce generally ; 

(2) Foreign commerce generally ; 

(3) Maritime matters; 

(4) Interoceanic canals; 

(5) Transportation policy; 

(6) Domestic surface transportation, including pipelines; 
(7) Communications; 

(8) Federal power matters; 

(9) Civil aeronautics; and 

(10) Fisheries and wildlife. 

The purposes of the resolution are more fully stated in a letter to 
Senator Thomas C. Hennings, Jr., chairman of the Committee on 
Rules and Administration, from Senator Warren G. Magnuson, chair- 
man of the Committee on Interstate and Foreign Commerce, which 
letter (with accompanying budget) is as follows; 

84008 
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COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 


U.S. Senate, 
ComMITTEE ON INTERSTATE AND ForeiGN ComMMERCE, 


January 28, 1959. 
Hon. Tuomas C. HEenninos, Jr., 
Chairman, Committee on Rules and Administration, U.S. Senate, 
Washington, D.C. 

Dear CHarrMAN Henninos: Senate Resolution 27 is now before 
your committee for consideration and action. This resolution would 
authorize the Committee on Interstate and Foreign Commerce to 
expend not more than $225,000 between February 1, 1959, and Janu- 
ary 31, 1960, upon studies and investigations of any and all matters 
within its jurisdiction. This is the same amount that was granted 
under Senate Resolution 224, 85th Congress, 2d session, which author- 
- expires on January 31, 1959, with unexpended funds in the amount 
of approximately $40,680. 

During the 2d session of the 85th Congress, the Committee on Inter- 
state and Foreign Commerce approved 56 of the 109 bills submitted 
to it, and the Senate passed 51 of them, 2 of which were. vetoed. 
Forty-three of these measures were signed into law by the President. 

During 1958, the committee held 126 days of open hearings and 27 
executive meetings. Fifteen major and 574 routine nominations were 
reported and confirmed. 

he Committee on Interstate and Foreign Commerce, in accordance 
with section 136 of the Legislative Reorganization Act, has the respon- 
sibility of exercising “continuous watchfulness of the execution by 
the administrative agencies concerned of any laws, the subject matter 
of which is within the jurisdiction of such committee.” This com- 
mittee has legislative jurisdiction over a greater number of quasi- 
judicial agencies than has any other committee; in fact, six of these 
arms of Congress come under the jurisdiction of the committee. The 
are: The Interstate Commerce Commission; the Federal Communi- 
cations Commission; the Federal Trade Commission; the Civil Aero- 
nautics Board; the Federal Power Commission; and the Federal 
Maritime Board. 

In. addition to these quasi-judicial boards and commissions, our 
responsibility to legislatively oversee certain of the agencies in the 
executive branch of the Government is & major one. actically all 
of the activities of the Department of Commerce, for example, are 
within the jurisdiction of this committee. To a lesser degree, this 
committee dnds within its jurisdiction matters which are the concern 
of the State, Treasury, Defense, Agriculture, and Interior Depart- 
ments, and the General Services Administration. 

With respect to the foregoing, some examples of such jurisdiction 
would be international air agreements, the Coast Guard, Military 
Air Transport Service, Military Sea Transport Service, transportation 
of farm commodities, fisheries, and: transportation of Government 
freight. The committee also shares with the Committee on Armed 
Services jurisdiction over the Panama Canal. 

I am listing below a brief summary of anticipated activities of the 
committee: 

SURFACE TRANSPORTATION 


Surface transportation, like other forms of transportation, will be 
faced with many problems in Alaska. We also .xpect requests for 
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legislation that would allow the ownership of one form of transporta- 
tion by a competing form, i.e., railroad ownership of trucklines. In 
addition, hearings may be necessary to legislatively oversee the effec- 
tiveness of the Transportation Act of 1958, the first major overhaul 
of railroad and truck legislation in many years. We are informed the 
Interstate Commerce Commission will submit at least 11 legislative 
proposals for introduction 


COMMUNICATIONS 


During the last Congress, extensive hearings were held on the many 
problems presented to us by the communications industry. This 
committee appointed a special ad hoc committee of outstanding 
experts to look into the allocation of TV channels. Its report tas 
been received, is now being studied by the FCO, and we expect their 
comments shortly. The ‘UHF-VH problem will unquestionably 
need further hearings. 

The “FCC Network Study” (1,485 pages) recommending consider- 
able change in TV regulation is completed, and specific recommenda- 
tions from it will come to the committee this session. Subscription, 
or pay TV will be before us wpe and bills have already been intro- 
duced on this controversial subject. 

Television network practices are under continuing study. A staff 

report has been issued on this subject and forwarded to the FCC and 
the Department of Justice. When the comments from these agencies 
are received, the committee can proceed with whatever legislation is 
proposed. 
- In the summer of this year, an international conference on inter- 
national frequency allocations will be held. No change has been made 
in these allowstions since 1947. This committee will be heavily 
involved in this proceeding. 

We anticipate hearings on legislation concerning communications 
common carriers in the domestic and international fields. Over 16 
years ago, Congress issued a mandate requiring Western Union to 
divest itself of its international operations. For a variety of reasons, 
this company has not been able to accomplish this divesture. Legis- 
lation may be necessary which will entail exhaustive hearings. 

On January 27, 1959, we opened hearings on S. 12. the educohisesd 
TV bill. Unless some action is taken in this field by the Federal 
Government, we are endangering the channels reserved for this 


purpose. 

Just recently the FCC declared TV boosters illegal, an action that 
some claim will take away the benefits of TV reception from many 
of our small communities, and people living in fringe-reception areas. 
Yesterday, the Commission extended the time for compliance from 
90 days to 6 months, and announced they would again study the | 
and technical aspects of boosters. Almost at the same time the 
original order was issued, this committee issued a staff report on 
“The Problem of Television Service for Smaller Communities.” Spe- 
cific recommendations for action by the FCC were made. It is our 
intention to hold hearings on this problem as soon as possible. Cer- 
tainly we stiotild be sure that television is made available to all 
who want it. 
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AVIATION 


Last year the President vetoed the airport-aid bill. This legisla- 
tion has been reintroduced (S. 1) and hearings started January 22 
1959. The competition of military transportation with commerci 

airlines must be investigated, and the vexing problem of the awarding 


of international air routes to foreign carriers, a sort of continuous 
giveaway, must again be looked at. Our international air policies 
may need an overhaul. 


MERCHANT MARINE 


Preservation and updating of the Nation’s privately owned com- 
mercial ocean fleet, subsidized and unsubsidized, will be a major 
matter for consideration and action. The President’s budget for 
1960 recommended review and (if needed) modernization of the na- 
tional maritime policies set down in the 1936 act, with reference to 
such basic questions as subsidies, useful life of vessels and transfers 
to foreign 1egistry.. Any Department of Commerce proposals in any 
of these fields, will require lengthy public hearings and committee 
decisions of vital importance to the future of American shipping. 

Meanwhile, with bulk cargoes now totaling nearly 75 percent of the 
country’s total foreign trade, something must be done, promptly, to 
provide incentives for replacement and strengthening of our remain- 
ing fleet of bulk vessels, which are presently inadequate for imme- 
diate, let alone future or emergency, needs. 

As a corollary proposition, the desirability of Government’s partici- 
pation, through mortgage insurance, in needed modernization of port 
facilities to keep step with technical improvements in ship construc- 
tion and cargo handling, requires committee attention. 

Provision for increased safety on the Great Lakes, through require- 
ments for the use of experienced pilots on all vessels navigating U.S. 
waters thereon, must have immediate attention, in advance of the 
opening of the St. Lawrence Seaway this summer to vessels of 27-foot 
draft. 

Further utilization of atomic propulsion units for commercial vessels 
is of the highest importance, as is the need for an atomic icebreaker 
to advance this country’s knowledge of, and security in, the arctic 
regions. 

The 85th Congress enacted a stopgap bill preserving for 2 years 
conference dual rates in the foreign, oceanborne commerce of the 
United States. It is imperative that this field of regulation, untouched 
for 40 years, be reexamined and revised where necessary in the 86th 
Congress. 

A bill providing for licensing and the terms of payment of foreign 
freight forwarders was received from the House too late for complete 
study in the 85th Congress. This field of cargo expediting has been 
the source of heated controversy for many years and requires com- 
mittee study. 

- All industries‘in any way associated with the merchant ‘marine have 
expressed their unanimous support for a consolidation of the shipping 
and maritime statutes. ~Consistent with the President’s budget for 
1960, such a program would include'a reevaluation of the ‘policies and 


objectives expressed in the various laws presently governing American 


ocean shipping. 
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During the adjournment following the £5th Congress, the com- 
mittee began an initial investigation of the costs of shipping through 
the various west coast ports, to be followed by a study of east and gulf 
port costs, if necessary. Completion of the study in the 86th Congress 
will considerably enhance legislation directed at improving port 
facilities and encouraging increased use of commercial docks by 
military shipping. 

BOARDS AND COMMISSIONS 


We anticipate legislation to make the terms of office of the members 
of these agencies uniform as to expiration, so that all under our juris- 
diction remain in office until their successor has been nominated and 
qualified, allow all such agencies to elect their chairman as some do 
now, and to spell out a workable code of ethics. 


ALASKA 


The advent of the 49th State into the Union will create problems 
in all of the fields for which: this: conrmittee holds responsibility. As 
an example, transportation will now be regulated in the State of 
Alaska, but the sole railroad operating there is owned by the United 
States, and is not regulated. Joint rail-water rates, and jurisdiction 
over them, will necessitate considerable study. 


FOREIGN COMMERCE 


It is the intent of the committee to continue to evaluate the work 
of the Department of Commerce, and other agencies in the field of 
foreign commerce. It appears that over 80 percent of the firms which 
utilize the services of the Department of Commerce are small business- 
men who cannot afford export departments to aid them in the conduct 
of trade abroad. The committee is of the opinion much more can be 
done to promote the sale of American products overseas. 

We would like to stimulate a hard, all-out competition for world 
markets, and thereby increase our exports, so necess to the eco- 
nomic welfare of our country. We should understand that we are in 
an all-out fight in this field, a fact first pointed out by Khrushchev 
on October 19, 1957, when he said ‘“‘We declare war upon you in the 

eaceful field of trade. We declare war. We will win over the United 

tates. The threat to the United States is not the ICBM, but in the 
field of peaceful production. We are relentless in this, and it will 
prove the superiority of our system.” Just yesterday Mr. Khrushchev 
was quoted in the daily papers to the same effect under the headline 
“Khrushchev Outlines Economic Offensive.”’ The article points out 
that a campaign for the economic conquest of the West has been 
launched. 

In addition, we expect the Federal Power Commission to submit 
proposed legislation dealing with both the Federal Power Act, and 
the Natural Gas Act. 

The workload of the Interstate and Foreign Commerce Committee 
is extremely heavy and covers a range of important subjects, vital to 
the well-being of our Nation. Our plans, as outlined above, plus the 
additional legislation that will be referred to the committee from the 
Senate will determine our workload. In view of our wide jurisdiction 
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and the essential volumes of work it involves, we believe our request 
is a modest one. 


Sincerely yours, ; 
Warren G. Macnuson, Chairman. 


Budget of the Committee on Interstate and Foreign Commerce to investigate certain 


matters under its jurisdiction pursuant to S. Res. 27, for the period of Feb. 1, 1959, 
through Jan, $1, 1960 








Base Gross Monthly | Total for 
Position Number salary salary salary period of 
(per (per (gross) budget 
annum) annum) (gross) 
STAFF 
Professional staff members in following 
general fields: 

Aviation, fisheries and wildlife, mer- 5 $8,000 | $14,979.45 | $1,248.28 | $74,897. 25 
chant ‘marine and Coast Guard, 1 6,000 | 11, 709. 76 975.81 | 11, 709.76 
MATS-MSTS study, auto-marketing 1 5,520 | 10,925.02 910. 41 10, 925. 02 
practices, general transportation, tele- 1 4, 680 9, 466. 33 788. 86 9, 466. 33 
vision inquiry, and communications. 1 4, 620 9, 358, 42 779. 86 9, 358. 42 

1 4, 200 8, 568. 87 714. 07 8, 568. 87 
i 4, 080 8, 342. 80 695. 23 8, 342. 80 
Clerical staff: 
1 4, 200 8, 568. 87 714. 07 8, 568. 87 
2 2, 940 6, 195. 07 §16. 25 12, 390. 14 
Clerical assistants and.stenographers - -.. 1 2, 580 5, 516. 84 459. 73 5, 516. 84 
1 2, 460 5, 200. 76 440. 89 5, 290. 76 
1 2, 100 4, 612. 55 384. 37 4, 612. 55 

Carls Sent nwo csctksttbedbacdicntee 1 1, 920 4, 273. 42 356. 11 4, 273. 42 

TN 6st iciiatcbctttinsntddensaaeon Be ei di ciciascncdnasicotustaceages 173, 921. 03 

ADMINISTRATIVE 

Contribution to civil service retirement fund (6% percent of tota! salaries) ...................- 11, 399, 68 
Travel (inclusive of field investigations)_...... 222-222 n nnn nn ne eee ween e nn con een nee--ee 15, 000. 00 
Hearings (inclusive of reporters’ fees) 2... nn enn cence eee nennnnecneeeeeeenee----e----| 10,000.00 
OND BI ine libie ladle nth ncthicien Minkegtheenhinncodapenaniencponcecsinnae 1, 000. 00 
Communications (telephone, telegraph, postage) ............-.-2..------2-enene-o--------e- 3, 000. 00 
Oe EE PE EES CS SE 200. 00 
CORAM Wet a ns, sc pnd ec epee ed icp eee capwettddonnecenne 10, 479. 29 
Dat) GR IAIITO GIR i cratic bcdcgnmcpcsptccnpsdscncconccocsqeccoqpmpeseeee-| 9, 
=—=———————— 

Total 8. Res. 27........-.-.- eiiiaiiitidaaiaiitnateatss sitesi atti deinen taeda nh deiheesieaeh ae 
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86TH ConGREss SENATE { Report 


1st Session No. 54 





STUDY OF TRANSPORTATION POLICIES IN THE 
UNITED STATES 


Fesrvary 26, 1959.—Ordered to be printed 





Mr. Haypen, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 29] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 29) authorizing a study of transportation poli- 
cies in the United States, and providing additional funds therefor, 
having considered the same, report favorably thereon without addi- 
tional amendment, and recommend that the resolution, as amended, 
be agreed to by the Senate. 

This resolution, as amended, would authorize the expenditure of 
$290,000 by the Committee on Interstate and Foreign Commerce, or 
any duly authorized subcommittee thereof, from February 1, 1959, 
through January 31, 1960, to make a complete study of any and all 
matters pertaining to— 

(1) Regulation of transportation; 

(2) Government assistance to transportation; 

(3) Ownership of one form of transportation by another; 

(4) Consolidations and mergers in the transportation industry; 

(5) Railroad passenger service needs of public and national 
defense; 

(6) Disparity in charges for short and long transportation hauls 
over same line in same direction; and 

(7) Additional matters of Federal regulation and promotional 
policy in regard to various forms of transportation. 

The p of the resolution are more fully stated in a letter to 
Senator Thomas C. Hennings, Jr., chairman of the Committee on 
Rules and Administration, from Senator Warren G. Magnuson, chair- 
man of the Committee on Interstate and Foreign Commerce, which 
letter (with accompanying budget) is as follows: 
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2 STUDY OF TRANSPORTATION POLICIES IN THE UNITED STATES 


U.S. Senate, 

CommiTree on INTERSTATE AND ForerGn.CoMMERCE, 

| mea January 28, 1959. 
Hon. Tuomas C. Henninos, Jr., SNE oat ane 
Chairman, Committee on Rules and Administration, 

U.S. Senate, Washington, D.C. 
Dear Mr. Cuarrman: The purpose of this letter is to transmit a 
roposed budget to your committee for use in connection with Senate 
Recolutabh 29, a-resolution providing for a study of. transportation 
policies in the United States. — — 

Late in the last Congress, Senate Resolution 303, a similar resolu- 
tion, was approved by your committee and, in turn, was approved by 
the Senate. Due to circumstances beyond our control, only back- 
ground work has been done under the resolution; Consequently 
$95,919.20 of the initial $100,000 appropriated under Senate Resolu- 
tion 303 remains unspent. 

It is the opinion of the committee that these important transporta- 
tion studies should ‘be continued. Sweeping hearings held by the 
Surface Transportation Subcommittee last year indicate that such 
action is imperative. 

The resolution would authorize the study of any and all matters 
pertaining to— 

1. The need for regulation of transportation under present-day 
conditions and, if there is need for regulation, the type and char- 
acter of that regulation; 

2. The area of Federal policy dealing with Government assist- 
ance provided the various forms of transportation and the 
desirability of a system of user charges to be assessed against 
those using such facilities; 

3. The subject of the ownership of one form of transportation 
by another; 

4. Federal policy on the subject of consolidations and mergers 
in the transportation industry; 

5. Policy considerations for the kind and amount. of. railroad 
passenger service necessary to serve the public and provide for 
the national defense; 

6. The problems arising from action by the Interstate Com- 
merce Commission in permitting the charge of more for a short 
than a long transportation haul over the same line in the same 
direction; and 

7. Additional matters of Federal regulation (and exemption 
therefrom) and Federal promotional policy in regard to the 
various forms of transportation. 

High on the agenda of the committee among the foregoing would be- 
a study of Federal policy on the subject of consolidations and mergers 
in the transportation industry; a study of the problems of commuter 
service as an integral part of the policy considerations for the kind and 
amount of railroad passenger service necessary to serve the public.and 
provide for the national defense; and a study of policy considerations 
relating to the ownership of one form of transportation by another. 

The $290,000 requested to carry on the work under Senate Resolu- 
tion 29 is proposed to be spent as shown in the budget attached. 

Sincerely yours, 

Warren G. Macnuson, Chairman. 
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Budget of the Committee on Interstate and Foreign Commerce to make a study of the 


transportation policy in the United States pursuant to S. Res. 29, for the period 
Feb.-1, 1959, through Jan. 31. 1960 





Monthly Total for 











Position Num-| Base salary | Gross salary salary period of 
ber | (per annum) | (per annum) (gross) budget 
(gross) 
Professional staff: 
COE Ss, wktictiiiteiiinnttdantbdnt 1 $8, 000 $14, 979. 45 $1, 248.28 | $14, 979.45 
Transportation experts. ............... 5 8, 000 14, 979. 45 1, 248. 28 74, 897. 25 
‘Transportation lawyers........-....... 3 8, 000 14, 979. 45 1, 248. 28 44. 938. 35 
Transportation economists............ > 8, 00u 14, 979. 45 1, 248. 28 59, 917. 80 
Clerical and stenographic: 
Cs sit biish di mennatiiemnniaaiainne 5 2. 040 4, 490. 50 374. 98 22, 452. 50 
EE Fae 8 2, 040 4, 490. 50 74. 98 35, 924. 00 
DOR ncninsnuiiistnhingininineidainniresipiaguiiiinatteminiiiais Nitiaimmneg th iaapiiametadeniad 253, 109. 35 
ADMINISTRATIVE 


Contribution to civil service retirement fund (644 percent of total salaries) 


sans ecient 16, 452. 11 
raves COROUINLOS OF ORG CI CUIR IIE IUID a ainsi ciesicicwewttienccccncnncsccdscducasasacasedesiénce 6, 000. 00 
ee GOD OE CUI ND ik ennictnin dciaieemsciabinn dt ha eeestngnndnghaneniien 4, 000. 00 
Communications (telephone, telegraph, postage, etc.)............-..-....-----...---.----..-- 1, 500. 00 
Sy SHINE CUI GU a occ cccdncirscciemntideteitiinedlligsh Recess evinpontennibisipiiitusismeenisaastet 250. 00 
a YS EEA RS SLAP A SE Cea eee 150. 00 
Ne Sei dtc. cceghbiebniipamnccnndivitdiciniecangialiitchitlpinnninal iadainzriatntgcjeatmabloniaaiiuhiiidsiciaeasaseiadpiie 8, 538. 54 

Petal aden Malsrakiv’ Gitte A cia aw hcesnmenacsetinewtnmntinintiion 36, 890. 65 
Ss 
Batak, B.D Weiss a ccssisstaicaispiscaviinsnsitintsisiayl title aia ai ic beatles sipitaaicieaiabatiadaiiniag 290, 000. 00 
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867TH CONGRESS t SENATE | Report 


1st Session No. 55 





PRESENTING TO THE CONGRESSIONAL DELEGATION FROM THE 
STATE OF ALASKA THE OFFICIAL FLAG OF THE UNITED STATES 
BEARING 49 STARS FIRST FLOWN OVER THE WEST FRONT OF 
THE US. CAPITOL 


Fesrvuary 26, 1959.—Ordered to be printed 


Mr. Haypen, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8.J. Res. 19] 


The Committee on Rules and Administration, to whom was referred 
the joint resolution (S.J. Res 19) authorizing the Architect of the 
Capitol to present to the congressional delegation from the State of 
Alaska the official flag of the United States bearing 49 stars first 
flown over the west front of the U.S. Capitol, having considered the 
same, report favorably thereon, with amendments, and recommend 
that the joint resolution, as amended, do pass. 

The joint resolution, with amendments recommended by the Com- 
mittee on Rules and Administration, is as follows (omit the part in 
black brackets and insert the part printed in italic): 

S.J. RES. 19, authorizing the Architect of the Capitol to present 
to the Senators and Representative in the Congress from the State 
of Alaska the [first] official flag of the United States bearing forty- 


nine stars [and] which is first flown over the west front of the 
United States Capitol 


Resolved by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the 
Architect of the Capitol is hereby authorized and directed 
to present to the Senators and Representative in Congress 
from the State of Alaska the [first] official flag of the United 
States bearing forty-nine stars[, and] which is first flown 
over the west front of the United States Capitol, for pres- 
entation by such Senators and Representative to the cUni- 

0 


versity] Governor of Alaska. 
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2 PRESENTING A FLAG OF THE UNITED STATES TO ALASKA 


The purpose of this joint resolution is to provide for the presentation 
of the official flag of the United States bearing 49 stars which is first 
flown over the west front of the U.S. Capitol to the Governor of Alaska, 
the 49th State. It is planned to fly the flag on July 4, next. It would 
then be presented by the Architect of the Capitol to the Senators and 
Representative in Congress from the State of Alaska who, in turn, 
would present the flag to the Governor of Alaska. 

The amendments transposing the word “first’’ were adopted by the 
committee to make unmistakably clear that the flag to be presented 
is the one which will be first flown over the west front of the U.S. 
Capitol and not the first official flag containing 49 stars. The remain- 
ing committee amendment would designate the Governor rather than 
the University of Alaska as the recipient of the flag. This disposition 
would be more in keeping with precedent. ‘The Governor would, of 
course, be in a position to preserve the flag in such manner as he deemed 
proper in the State’s interest. 
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86TH CoNGRESS } SENATE { ReEport 


1st Session No. 56 





EDUCATIONAL TELEVISION 
Fesruary 26, 1959.—Ordered to be printed 


Mr. Maenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 12] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 12) to expedite the utilization of television trans- 
mission facilities in our public schools and colleges, and in adult train- 
ing programs, having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do 
pass. 

Purpose or LEGISLATION 


The purpose of this weeecen upon which your committee held 
extensive poe hearings last year and again this year, is to expedite 
the use of television in our public schools and colleges and adult 
training programs in the general States and Territories. S. 12, as 
amended, would authorize the Commissioner of Education of the De- 
partment of Health, Education, and Welfare to make a grant to an 
organization or State which has secured the necessary authorization 
under the provisions of the Federal Communications Act for the 
establishment or improvement of television facilities, and which 
satisfies the Commissioner of Education: 
1. That the organization or State would provide for the operation 
and maintenance expense of such television facilities; 
2. That the operation of such facilities will be under the control of- 
(a) State agencies of officers primarily responsible for State 
supervision of public elementary and secondary schools; or 
(b) A nonprofit foundation, corporation or association organ- 
ized rinuueily to engage in, or encourage, educational television 
broadcasting ; 
(c) The State educational television commission appointed by 
the Governor; or 
(d) A State college, university, or teachers college. 
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2 EDUCATIONAL TELEVISION 


3. That such facilities would be used only for educational purposes. 
Grants may be made to more than one organization in any one State 
but the total of such grants to such organizations in one State shall not 
exceed $1 million. Grants made under the provisions of this bill 
cover the acquisition and installation of apparatus necessary for tele- 
vision broadcasting (including closed circuit television) or the im- 
provement of television broadcasting but does not include the con- 
struction or repair of structures to house such apparatus. 


GENERAL STATEMENT 


When the FCC issued the television allocations plan on April 14, 
1952, (sixth report and. order). it, set aside 242 television channels 
(now 257) for the exclusive use of noncommercial educational stations. 
There are a total of 671 VHF channels‘in,the}Commission’s allocation 
plan of which 86 are reserved for noncommercial educational purposes; 
of the 1,519 UHF channels, 171 are reserved for noncommercia) 
educational purposes. 

Seven years have passed since the FCC reserved approximately 12 
percent of all television channels in the United States for noncom- 
mercial educational use. In ‘that period only 37 educational stations, 
located from Massachusetts to California, and from Minnesota to 
Texas, have been constructed and are today serving a wide area. 
However, two-thirds of the population of the United States has no 
access to educational television. All but some 20 of the great colleges 
and universities of the United States have no television station to help 
them meet their regular and adult educational responsibilities. 

Vast numbers of problems and obstacles have beset educators and 
laymen throughout the United States in their’efforts to activate the 
channels reserved for education. It has been necessary in most local 
situations to organize many different segments of a community— 
civic, cultural, and educational—to direct the activities of these many 
groups toward a common goal. Injmany cases the problems of fund 
raising have seemed almost insurmountable in spite of the herculean 
efforts on the part of many of our leading educators, public servants, 
and civic leaders. 

Despite the strides which the educators have made in establishing 
educational stations in the United States, only a small part of the 
total potential has been achieved. A total of 257 educational reserva- 
tions have been made by the FCC and, as pointed out above, only 
37 stations are on the air. The failure of the educators to use these 
channels is not the result of lack of interest, desire, planning, or zeal 
on their part. The largest problem which faces the educators in 
using television is concerned mainly with the lack of funds to pay 
for the basic installation of the TV facilities and stations. Experience 
has demonstrated that once a television station has been built, State 
legislatures, local educational systems, and local communities have 
raised the funds to produce the programs over these stations. The 
educators have shown themselves to be budget-minded people and 
with meager operating funds have produced outstanding program 
service. ‘The problem which faces the American educator is to secure 
the busic funds to build the station in the first place. 

It is a credit to those people who have labored in this field to look 
back and view the remarkable progress that has been made in es- 
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tablishing the 37 stations that are now serving more than 50 million 
people. Current research and experimentation as well as local and 
regional planning, which has only scratched the educational surface, 
reveal unlimited potentialities for the future in this field of television. 

The tremendous strides made by the three-station network opera- 
tion in Alabama; the statewide educational television networks in 
Oklahoma, Florida, and Georgia plus their plans for future expansion; 
the impressive record submitted by Dr. William Friday, president 
of the Consolidated University of North Carolina, disclose a most 
eloquent picture of the service being rendered to the people of the 
State of North Carolina and the myn Rees for expansion of the serv- 
ice; the bold planning being studied by the southern regional board 
organized under an interstate compact by the legislatures of 16 
Southern States to link, through the use of microwave systems, class- 
rooms on the campuses of some 300 of the 4-year colleges and uni- 
versities in the 16 Southern States; the rénaskable record compiled by 
Ohio State University in its operation of a UHF channel in Columbus, 
Ohio, in a predominantly V market; and the ready acceptance of 
the educational channel in Cincinnati, Ohio, are merely indications 
of the potential, the acceptance, as well as the opportunities that are 
available in the educational television field today. 

The Congress has heard many times about the existing and growing 
problems oT vehi education. The record is replete with statements 
made by prominent educators about the serious shortage of teachers 
and buildings and that each of these shortages grow worse with each 
passing day. The use of television facilities in our public schools and 
colleges will strike directly at these existing shortages. While this 
medium cannot substitute for-the needs of our schools and colleges, 
the extent of the contribution toward the solution of these problems 
which television can make is tremendous. 

Today there are approximately 3,800,000 students. enrolled in our 
colleges and universities. By 1970 this enrollment will be increased 
to 6,400,000. Referring to the sharp increase in enrollment projected 
for our college and university population, Dr. John C. Ivey, executive 
vice president, New York University, pointed up a critical area that 
is fast developing, as follows: 


The present ratio of students to teacher in American 
colleges and universities is about 13. students to 1 teacher. 
And the estimate that I have given you on the need for 
approximately 200 percent more teachers than we have 
today is based on that average student-teacher ratio. 

Now let’s talk a moment about the quality of the teachers 
that will be available. Today. university faculties in the 
United States have approximately 40 percent of their 
instructors holding the Ph D. degree. At the rate at which 
Ph, D.’s are oaang Corned out of our colleges and universities 
today, and with the continuance of the trend of these people 
going into business and industry rather than going into college 
and university service, by 1970 it is estimated that there 
be less than 20 percent of the college faculties of the United 
States holding Ph. D’s at the present rate of development. 

The Ph. D. is one symbol of the equipment of a teacher to 
practice his profession. It is not the best, itis not necessarily 
infallible but it is one index of the quality of the teacher we 
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can ‘expect. We can then expect nothing but a decline in 
the quality of instruction in our colleges and universities if 
they operate in the manner in which they have in the past. 

It is because I am concerned about the quality of education, 
and because I am concerned about the possibility that we may 
not be able to provide the facilities for this practically 100 
percent increase in student enrollment that I am forced per- 
sonally to embrace television as a medium of instruction to 
help provide for educational opportunities both of a quality 
and quantitative nature that we would not otherwise be 
able to do. 


Your committee was impressed by the statement of Mr. William 
G. Harley, president of the National Association of Educational 
Broadcasters, Madison, Wis., when he stated: 


It is absolutely certain that very few of the present 37 
stations would now be on the air or at least as far along in 
their development if it were not for the pump-priming pro- 
vided for the first 20 or 21 stations by the und for Adult 
Education. The $100,000 to $150,000 made available for 
these emerging stations made all the difference between 
whether these stations just incubated or finally hatched. 


Your committee was also impressed by the testimony concernin 
the Hagerstown, Md., experiment where a closed circuit education 
system is used. There are 23 schools and 12,000 students, out of a 
total of 48 schools and 18,000 students interconnected by this system. 

Dr. William Brish, superintendent of schools at Hagerstown, who 
is in charge of this program, although reluctant to make any overall 
claims about the results flowing from the Hagerstown operation was 
enthusiastic about the potential of this medium. He has stated, 
among other things: 


1. The use of television provides a situation which en- 
courages pupils to concentrate attention on a selected area 
at close range. The fact that this attention is almost auto- 
matic may be due to several conditions which are peculiar 
to television. This medium provides each pupil with a 
framed reference for viewing as well as an eye-to-eye contact 
with the teacher. It implements the development of good 
habits of observing and listening. Television magnifies 
objects in a clear, accurate, and telling way. In addition 
the television teachers have time to prepare a lesson that is 
clear, interesting, and stimulating. 

2. The use of television provides an opportunity to rede- 
ploy the efforts and energies of teachers and improve the 
quality of the instructional program. One teacher teaching 
from a television studio can do a superior job of exploring, 
preparing, organizing, and communicating subject matter 
content for boys and girls. At the same time another 
teacher, in the classroom, can advantageously work with 
pupils to help them adopt, adapt, integrate, apply, and use 
subject matter in such a way that their educational experi- 
ence will enable them to more nearly approach their maxi- 
mum potential development. 
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3. In situations where television instruction is used it is 
possible for teachers to give more attention to the very im- 
portant matter of lesson planning and presentation. In the 
typical elementary or secondary school situation where a 
teacher works directly with boys and girls for approxi- 
mately 7 hours daily, little time is left for class preparation. 
By a division of labor the teacher who does the direct instruc- 
tion by television can have ample time to prepare presenta- 
tions that are stimulating and challenging. ese presenta- 
tions can be made available to hundreds of classroom teachers 
and pupils at the same time. This opportunity to redeploy 
the efforts of teachers gives each teacher a chance to develop 
skills peculiar to his abilities and interests. 

4. lt is possible, by means of television, to broaden and 
enrich the program of education without unduly increasing 
the expenditure for instruction. Evidence of this fact is 
found in our system where music and art are being satis- 
factorily taught in the elementary grades. In September of 
1958, when the closed circuit will include all elementary pupils 
in the public schools of the country, 3.4 teachers will teach 
lessons from television studios that would otherwise require 
33 teachers. 

5. The use of television enables resource people in the 
community to be brought to all pupils in the system. For 
example, in a recent guidance telecast a highly skilled engi- 
neer in the field of metallurgy was placed in contact with all 
interested high school eateoie On another occasion a 
florist, who is actually an artist in flower arrangement, was 
brought to 1,200 boys and girls at one time. This use of 
community resources, which would be impossible under the 
usual instructional organization, goes on continuously. 


Last year, Dr. Alexander J. Stoddard, who has spent 47 years in 
the educational field serving as superintendent of schools in Denver, 
Los Angeles, and Philadelphia, and presently as consultant for the 
Fund for Advancement of Education stated: 


I am just as confident as I can be unless we find some way 
to break the bounds that are circumscribing the processes of 
education in America, the schools in this country will not be 
able to prepare its people to live adequately in the day ahead. 
We are dealing with curriculum experiences that are beyond 
the capabilities involved with textbooks and word of mouth, 
and so on. Television has come as a powerful means of 
breaking those bounds. 


Education is a means through which our country achieved its 
highest objectives and dreams. With ever-increasing complexities 
in technical progress, a lack of education for all people or inferior 
education for a substantial number threatens the very perpetuation 
of our country. The use of educational television will meet these 
needs with the least cost and in the most expeditious manner. While 
educational television is in its bare infancy, we are not without knowl- 
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edge of its capabilities. One educational leader has put its need this 
way. Dean Gordon Sabine of Michigan State University has said: 


The educational needs of the United States have so far out- 
stripped the educational capabilities of the Nation that we 
must have educational television to help us win the fight to 
educate a whole people. Without it, we surely are defeated. 


Mr. Richard B. Hull, Director of Radio and Television Broadcast- 
ing for the Ohio State University in Columbus, Ohio, in testifying in 
support of this legislation, stated: 


All of my active professional life has been devoted to the 
development and use of radio and television for educational 
purposes. Since 1949 I have devoted substantially more 
than half of my time to educational television. From this 
background and from my present perspective I can conceive 
of no single action better calculated to stimulate the ex- 

ansion and to improve the status of educational television 
in this country than S. 12. In Ohio, for instance, a million- 
dollar grant would provide that basic down payment which 
would make a statewide network possible. re me it repre- 
sents not only the opportunity to significantly improve the 
economic base of the educational television development, but 
even more important is its catalytic potential. S. 12 could 
well become the instrument which breaks—not the sound 
barrier nor the sight barrier—but the barrier of convention 
and traditional methods in education. With the kind of Fed- 
eral aid which S. 12 provides, aid which specifically forbids 
any kind of Federal direction or control, a “ roots” edu- 
cational television development at the State level for the first 
time becomes possible, and the electronic mass media, already 
harnessed to the purposes of business and industry can be- 
come available to education. And American education, in 
this age of exploding technology, while continuing to pursue 
its basic ideals and objectives in the framework of our Ameri- 
can heritage, must revise its methods and gear its procedures 
to increase the speed and improve the quality of its in- 
struction. 


On March 11, 1957, a special Commission on Education Beyond the 
High School was created by Gov. C. William O’Neil of Ohio. In 
December 1958, the commission presented its official findings with 
regard to Ohio’s future in education beyond high school. The report 
prepared by this group was comprehensive and covered the full a 
of problems in higher and adult education brought about by the 
increase in population. The report also covered the subject of the 
need for improving quality in education, notably in mathematics 
science, and snoenng, In describing the development of educational 
television in Ohio, the commission, in its report, stated categorically: 


Probably none of the current proposals for educational 
improvement offers more potential for serving well in the 
broad field of adult education as well as for conventional 
instructional purposes, than a closely knit, statewide educa- 
tional television network. Financed by State funds this 
medium could serve many schools and colleges at great 
economy to all concerned. 
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S. 12 is a modest and simple proposal but with tremendous, far- 
———- effect.on the general public. As in the case of any program, 
especially when it is just started, the greatest obstacle is the lack of 
financial support. It is this problem which is now plaguing the efforts 
of those who are working so hard to put more educational television 
stations on the air because they know the importance of this new 
technique of disseminating information. 

The Federal Government can serve this cause most effectively by 
making available some funds which can assist in the development of 
this program, Without these funds few States will be able to launch 
sound and adequate programs to utilize the television channels now 
reserved for educational purposes. 

S. 12 only provides grants to qualified groups or organizations and 
limits such grants to $1 million to each State and Territory on the 
condition that the group or.State agrees to bear the operating, end 
and maintenance costs of the. television equipment and facilities 
The Federal Government would provide only the equipment needed 
for television broadcasting, including closed circuit television, and the 
group and the States must provide the buildings and the land required. 

This legislation would ereatejinfa sense a Federal-State cooperative 
matching fund program which would set a constructive tone in this 
most important field of education. At the time when the Nation’s 
educational program is being severely taxed by a serious teacher 
shortage, rapidly rising enrollments, and inadequate facilities, it is 
imperative that every avenue and approach be tried in order to 
alleviate this problem. 

The Federal, Communications Commission, in furtherance of this 
educational program, should offer upon request assistance and advice 
to the State-approved agencies which receive these Federal funds. 
Such assistance and advice, it.is felt, will enable the States to better 
utilize funds. However, it is to be understood the Federal Commu- 
nications Commission is not to exercise any control of funds allotted 
under this program. 

S. 12 will be a major step in aid of educational television. Your 
committee, therefore, feels this legislation is imperative. 


AMENDMENT 


On page 3, after line 24, insert the following new section: 


Suc. 7. No application for any grant under this Act may 
be accepted by the Commissioner of Education after the day 
which is five years after the date of enactment of this Act. 


Your committee adopted this amendment in order to have a definite 
terminable date. After the 5 years has expired, Congress will have 
a full opportunity to reexamine this pro , evaluate the progress 
that has been made, and determine what further action may be 
necessary in this important field. 


AGcrency CoMMENTS 


The comments of the Federal Communications Commission, the 
Department of Health, Education, and Welfare, and Department of 
Justice dated January 21, 1959, and February 2, 1959, respectively, 
are set forth below: 
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DepartTMENntT OF Heattu, Epucation, AND WELFARE, 

February 2, 1959. 

Hon. Warren G. Macnuson, 

Chairman, Committee on Interstate and Foreign Commerce, U.S. Senate, 
Washington, D.C. 

Dear Mr. Cmarrman: This letter is in response to your request of 
January 12, 1959, fora report on S. 12, a bill to expedite the uitifization 
of television transmission facilities in our public schools and colleges, 
and in adult training programs. 

‘S$. 12 would authorize the appropriation of such amounts as may be 
necessary to assist the States and certain organizations therein to 
establish or improve television broadcasting for educational purposes 
It would authorize the Commissioner of Education, upon the applica- 
tion of an eligible State agency, officer, or organization, to make a 

rant—such grants not to exceed an aggregate of $1 million in anv 

tate for the establishment or improvement of television broadcasting 
facilities to be used only for educational purposes. The “establish- 
ment or improvement of television broadcasting facilities” is defined 
as “‘the acquisition and installation of transmission apparatus neces- 
sary for television (including closed-circuit television) broadcasting.”’ 
Eligible agencies would be limited to (a) the agency primarily respon- 
sible for the State supervision of public elementary and secondary 
schools; (6) a nonprofit foundation, corporation, or association organ- 
ized primarily to engage in or encourage educational television broad- 
casting; (c) a duly constituted State educational television commission; 
and (d) a State controlled college or university. The applicant would 
be required to provide satisfactory assurance to the Commissioner of 
Education that the necessary funds to operate and maintain such 
facilities would be available. 

In its sixth report and order, dated April 14, 1952, the Federal 
Communications Commission set aside 242 channels (now 257) for 
the exclusive use of noncommercial educational television (represent- 
ing approximately 12 percent of all channels available for television 
use in the United States). Each State and Territory, as well as the 
District of Columbia, was assigned the maximum number of channels 
then available to provide an opportunity for a minimum service 
deemed necessary for the use of the noncommercial educational use 
of a portion of the publicly owned television channels of our country. 

Under the provisions of the sixth report and order and further, 
under the rules for operation adopted by the Commission, 32 States 
have called statewide conferences, set up State advisory commissions, 
and otherwise have taken action toward the development of educa- 
tional television on a statewide basis. One group of States, the 
southern conference of 16 States, has investigated the possibilities of 
an interchange of program output within their area, in order to 
reduce costs of operation and avoid duplication of effort in subject- 
matter fields of educational interest. 

Seven States have appropriated funds directly to support statewide 
educational television operations—Alabama, Florida, Georgia, New 
York, North Carolina, Oklahoma, and Oregon. Many other States 
contribute indirectly to educational television: stations and closed- 
circuit operations through appropriations to their State universities 
or in partial support of individual school systems. Among such 
university stations are those located as Michigan State University, 
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the University of Wisconsin, the University of Nebraska, the Uni- 
versity of Washin ton, the University of Illinois, Oregon State 
College, and Ohio State University. The University of Minnesota, 
the University of Utah, the University of Georgia, and the University 
of Arizona are all now building or operating stations. Expenditures 
for educational television via closed circuit within campus are made 
for those programs carried on by at least 50 more institutions. 

During the 6-year period of the development of educational tele- 
vision, 37 noncommercial educational stations have come on the 
air and some 12 are in process of building or preparatory to building. 
Another group of approximately 41 locations are in the planning stage. 

Research to date indicates that television is a practical means of 
transmitting a wide variety of knowledge and skills and possesses 
the potential of serving educational aalls existing both within and 
beyond the classroom. Educational television, however, is still 
largely in the state of experiment and planning, as indicated by this 
report. 

Closed-circuit construction for educational television, from present 
reports, is increasing at a fast rate in all parts of the country. There 
is evidence of a stauiy growth of interest in every phase of educational 
television from preschool to university extension, and further evidence 
at hand shows that it will continue to elicit and deserve public support 
and approval. 

The Radio-Television Services Section of the Office of Education 
has played an active role in both the promotion and evaluation of 
educational television. It will continue to be of such assistance. 
Title VII of Public Law 85-864, the National Defense Education Act 
of 1958, authorizes the Commissioner of Education, through grants 
or contracts, to conduct, assist, and foster research and experimenta- 
tion in the use of television, radio, motion pictures, and related media 
for educational purposes. It also authorizes him to make studies and 
surveys to determine the need for increased utilization of these media 
by State or local educational agencies and institutions of higher learn- 
ing and to make available to them the results of research in this field. 
The program thus authorized is being rapidly and vigorously developed 
by the Office of Education. 

We have no information indicating that a Federal program, such as 
this bill would provide, is necessary to assure continuing development 
of educational television, or that there is an inability to finance the 
acquisition and installation of transmitting equipment. Some States 
have as yet taken no steps to initiate the necessary planning for uti- 
lizing television in their educational programs and some States have 
moved more slowly than others in carrying their planning to the point 
of actual operation of facilities. It is our view that for the present, 
at least, Federal assistance in the development of educational tele- 
vision is most effectively rendered through the assignment of trans- 
mitting channels for educational use, the general encouragement of 
ultrahigh frequency transmission, and study and research in the 
utilization for educational purposes. 

Finally, it should be noted that the bill, while limiting to $1 million 
the amount of grants for television facilities in any one State, does 
not establish, or provide any guide for establishing, a reasonable and 
eaniene method for allocating the total funds available among the 

tates. 
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For the reasons discussed above, and in the light of the healthy and 
continued growth of educational television, though the purpose of the 
bill is most laudable in intent, we amamanell that S. 12 not be 
enacted, 

The Bureau of the Budget advises that it perceives no objection to 
the submission of this report to your committee. 

Sincerely yours, , 
Arruur S. Fiemminea, Secretary. 





COMMENTS OF THE FEDERAL COMMUNICATIONS COMMISSION ON &. 12, 
861TH CONGRESS, A BILL TO EXPEDITE THE UTILIZATION OF TELE- 
VISION TRANSMISSION FACILITIES IN OUR PUBLIC SCHOOLS AND 
COLLEGES, AND IN ADULT TRAINING PROGRAMS 


S. 12 would authorize the opproieien of funds of not to exceed 
$1 million in any State for establishing or improving educational 
television broadcasting facilities. Applications for such assistance 
would be made to the U.S. Commissioner of Education. 

Applicants would be required to provide assurance satisfactory to 
the Commissioner of Education that necessary funds would be avail- 
able to operate and maintain such facilities; that the operation of 
such facilities will be under the control of (a) the agency or officer 
primarily responsible for the State supervision of public elementary 
and secondary schools, (6) a nonprofit foundation, corporation, or 
association organized primarily to engage in or encourage educational 
television broadcasting, (c) a duly constituted State educational tele- 
vision commission, or (d) a State controlled college or university; and 
that such facilities will be used only for educational purposes, 

Under the bill the Federal Communications Commission is author- 
ized to provide such assistance in carrying out the provisions of the 
os as may be requested by the Commissioner of Education. 

he bill further specifically provides that nothing therein shall be 
deemed to give the Commissioner of Education any control over 
television broadcasting, or to amend any provision of, or requirement 
under, the Federal Communications Act. 

While the Commission has itself made provision in its rules for the 
use of television channels for educational purposes in the belief that 
this will serve the public interest, the question of whether Federal 
funds should be appropriated to assist the States in establishing or 
improving facilities for educational stations is primarily one of funda- 
mental substantive policy for the judgment of Congress. 

Adopted: January 21, 1959. 


DEPARTMENT OF JUSTICE, 
February 2, 1969. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning y 12, a bill to expedite the 
utilization of television transmission facilities in our public schools 
and colleges, and in adult training programs. 
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The bill would authorize the U.S. Commissioner of Education to 
make grants (not to exceed $1 million in any one State) for the estab- 
lishment or improvement of transmission facilities (as distinguished 
from housing facilities) for educational television. To be eligible for 
a grant, an applicant would be required to provide assurance satis- 
factory to the Commissioner of Education: that operating and main- 
tenance funds would be available; that such facilities would be used 
only for educational purposes; and that the operation of such facilities 
would be under the control of either State educational authorities or 
a nonprofit entity organized primarily to engage in or encourage 
educational television broadcasting (sec. 2). 

In addition to the aforementicned requirements for eligibility to 
receive a grant, the bill would provide that an applicant ‘which is 
establishing or rae television broadcasting facilities, may re- 
ceive a grant * * *.” It is not indicated whether the applicant 
would be required to be so engaged either at the time of making the 
epeneeses or at the time of receiving the grant. Regardless of 
whether such a further requirement is intended, it may be desirable 
to clarify the bill in this respect. 

Whether the bill should be enacted involves a question of policy 
concerning which the Department of Justice prefers to make no 
recommendation. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
Lawrence E. Watss, 
Deputy Attorney General. 


. Cuances 1n Existine Law 


There are no changes in existing law. 
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APPENDIX 


Appendix I entitled ‘Educational Television Stations Now on the 
Air and Proposed,” appendix II entitled ‘Memorandum on State 
Actions in Connection With the Development of Educational TV,” 
appendix III entitled “Educational Television Channel Reservations, 
January 1959,” and appendix IV entitled “Closed Circuit Television 
Installations in Educational Institutions,’ prepared by the Joint 
Committee on Educational Television, follow. 


Apprnpix [.—EpucaTIoNna. Stations Now ON THE AIR AND PROPOSED 
STATIONS ON THE AIR 


Alabama Educational Television Commission 


The State of Alabama owns and operates three educational television 
stations interconnected into a microwave network which simultane- 
ously telecasts programs from one of three studios. (See listing under 
WAIQ, Andalusia.) The network headquarters is also operated by 
the Commission to handle AET network policies, traffic, publicity, etc. 

Address: Protective Life Building, Birmingham, Ala. 

Telephone: F Airfax 2—4625. 

AETC commissioners: Rex Sikes, president; Vincent Kilborn, 
Maynard Layman, Mrs. Bertha Roberts, and Nathaniel Welch. 

Personnel: Raymond Hurlbert, general manager; Al Renfro, com- 
mission (network) chief engineer; Louis Peneguy, director, coordina- 
tion and information; Mrs. Madge Law, office manager. 


WAIQ, Andalusia, Ala.—Channel 2 


Nors.—WAIQ, WBIQ (Birmingham), and WTIQ (Munford) are 
microwave interconnected, simultaneously telecasting programs pro- 
duced from one of three studios for the ART network which is operated 
va Alabama Educational Television Commission. 

tudios: 


Alabama Polytechnic Institute, Auburn, Ala.; Auburn 960, 
extension 485; Edward Wegener, Auburn TV studio director; 
Jake Dunlop, Auburn TV studio production manager; George 
Murphy, Auburn TV studio chief engineer. 

Birmingham Area Educational Television Association, 720 
South 20th Street, Birmingham, Ala.; ALpine 2-1151; Dr. 
Earl Sechriest, Birmingham studio director; Frank Martin, 
Birmingham studio production director; Phil Melone, Birming- 
ham, studio chief engineer. 

University of Alabama, Box X, University, Ala.; Tuscaloosa 
HAlifax 8-8141, extension 416; Graydon Ausmus, University 
Broadcasting Services studio director; David Marxer, University 
Broadcasting Services acting program director; Joe Stuckey, 
University Broadcasting Services studio chief engineer. 
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WAIQ transmitter: Mervillis Mill Road, Dozier, Ala. 

WAIQ telephone: Dozier 63. 

Began operation: August 8, 1956. 

ee See Alabama Educational Television Commission, 
above. 

Technical facilities: Channel 2 (54 to 60 megacycles); authorized 
power; 100 kilowatts visual, 60.3 kilowatts aural; antenna, 690 feet 
above average terrain, 571 feet above ground, 1,051 feet above sea 
level; latitude 31°33’16’’, longitude 86°23’32’’. 

Personnel: See studio executive staff, above; commission executive 
staff listed under Alabama Educational TV Commission, above. 
WBIQ, Birmingham, Ala.—Channel 10 

Norze.—WBIQ, WAIQ (Andalusia) and WTIQ (Munford) are 
microwave interconnected, simultaneously telecasting programs pro- 
duced from one of three studios for the AET Network which is oper- 
ated by the Alabama Educational Television Commission. 

Studios: See studio breakdown listed under WAIQ, Andalusia, Ala. 

WBIQ transmitter: Atop Red Mountain, Birmingham, Ala. 

WBIQ telephone: FAirfax 3-2301. 

Began operation: April 28, 1955. 

Ownership: See Alabama Educational Television Commission on 
page 1. 

Technical facilities: Channel 10 (192 to 198 megacycles) ; authorized 
power, 30.9 kilowatts visual, 15.5 kilowatts aural; antenna, 530 feet 
above average terrain, 187 feet above ground, 1,187 feet above sea 
level; latitude 30°29’20’’, longitude 86°47’59’’. 

Personnel: See studio executive staff listed under WAIQ, An- 
dalusia, Ala.; commission executive staff listed under Alabama 
Educational TV Commission on page 1. 


WIT, Munford, Ala.—Channel 7 
Notrres.—_WTIQ, WAIQ (Andalusia), and WBIQ (Birmingham) 
are microwave interconnected, simultaneously telecasting programs 
produced from one of three studios for the AET network which is 
operated by the Alabama Educational Television Commission. 
Studios: See studio breakdown listed under WAIQ, Andalusia, 


Ala. 
WTIQ transmitter: Mount Cheaha, near Munford, Ala. 
WTIQ Telephone (WTIQ is reached through transmitter-office 
radio system. Telephone at the Commission office is F Airfax 24625.) 
Began operation: January 7, 1955. 
Ownership: See Alabama Educational Television Commission on 


page 1. 

Teskeaioal facilities: Channel 7 (174 to 180 megacycles) ; authorized 
power, 316 kilowatts visual, 191 kilowatts aural; antenna, 2,000 feet 
above average terrain, 578 feet above ground, 2,981 feet above sea 
level; latitude 33°29'06’’, longitude 85°48'32’’. 

Personnel: See studio executive staff listed under WAIQ, Anda- 
lusia, Ala; commission executive staff listed under Alabama Educa- 
tional TV Commission on page 1. 


KQED, San Francisco, Calif.—Channel 9 


Bay Area Educational Television Association, 525 Fourth Street, 
San Francisco, Calif 
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Studio: 525 Fourth Street. 

Transmitter: San Bruno Mountain, San Mateo County, Calif. 

Telephone: Sutter 1-8861. 

Began operation: June 10, 1954. 

Ownership: BAETA officers—W. P. Fuller Brawner, chairman; 
Mortimer Wainhhacker, Jr., president; Emmett G. Solomon, Mrs. 
Stuart Rawlings, Jr., Dr. Glenn S. Dumke, vice presidents; Roland 
Pierotti, treasurer; Robbins Milbank, secretary. 

Technical facilities: Channel 9 (186 to 192 megacycles) ; authorized 
power, 155 kilowatt visual, 77.6 kilowatt aural; antenna, 1,210 
feet above average terrain, 190 feet above ground, 1,415 feet above 
sea level; latitude 37°41’22’’, longitude 122°26’10’’. 

Personnel: James Day, general manager; Jonathan C. Rice, pro- 
gram manager; Robert C. Nissen, chief engineer; Gerald Marens, 

roduction director; Richard C. Barnett, director of development; 
aymond L. Smith, director of school braodcasting; Marianne Gold- 
man, publicity director. 
KRMA-TV, Denver, Colo.—Channel 6 

School District No. 1, city and county of Denver, State of Colorado, 
414 14th Street. 

_ Studio: Emily Griffith Opportunity School, 13th and Glenarm 
Streets. 

Transmitter: 2.5 miles northeast of center of Golden, Colo., on 
Lookout Mountain. 

Telephone: AComa 2-4561. 

Began operation: January 30, 1956. 

Ownership: Denver Public Schools; Kenneth E: Oberholtzer, super- 
intendent. 

Technical facilities: Channel 6 (82 to 88 megacycles); authorized 
power, 15.5 kilowatts visual, 8.51 kilowatts aural; antenna, 880 feet 
above average terrain, 210 feet above ground, 7,676 feet above sea 
level; latitude 39°43’47’’, longitude 105°14’59’’. 

Personnel: Howard L. Johnson, executive director; James Case, 
associate director; John Cullen, chief engineer; Gerald Willsea, direc- 
tor, department of radio and T'V activities; Don Allen, television art 
coordinator; Richard Gottardi, kinescope technician; Dennis Don- 
nelly, Jack Gardner, Robert Heskett, and Edward Wolanski, studio 
technicians; Howard T. Hansen, art and scene assistant; Kajsa Philli- 

ine Dixon, art assistant; Phyllida Porter, traffic control manager; 
cack Schlaefle, Clellan Rains, production assistants; Willard Easterly, 
transmitter technician; eects Robison, general secretary. 
WUFT, Gainesville, Fla.—Channel 5 

Board of control, acting for and on behalf of the University of 
Florida, : 

Studio: North South Drive, University of Florida, Gainesville. 

Transmitter : 5% miles northwest of Gainesville (Devil’s Millhopper). 

Telephone: FR 6-—3261, extension 328. 

Began operation: November 17, 1958. 

Ownership: Board of control (Tuilahassee, Fla.) acting for and on 
behalf of the University of Florida. ( 

Technical facilities: Channel 5 (76 to 82 megacycles); authorized 
power, 13.8 kilowatts visual, 7.41 kilowatts aural; antenna, 480 feet 
above average terrain, 471 feet above ground, 651 feet above sea level ; 
latitude 29°42’34’’, longitude 82°23'51’’. 
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Personnel: Rae O. Weimer, director and station manager; Lee E. 
Franks, TV program director; Granville W. Gilstrap, production 
manager; H. Avery Chenoweth, art director; Edward R. McIntosh, 
film supervisor; William E. Boehme, chief engineer; Rowland Medler, 
transmitter engineer. 


WJCT, Jacksonville, Fla.—Channel 7 
Educational Television Inc., 1070 East Adams Street, Jacksonville, 


a. 

Studio: WMBR-TV, 605 South Main Street. 

Transmitter: WFGA-TV, 1070 East Adams Street. 

Telephone: Elgine 5-6421. : 

Began operation: September 10, 1958. 

- Ownership: Nonprofit corporation; Heywood A. Dowling, presi- 
ent. 

Technical facilities: Channel 7 (174 to 180 megacycles) ; authorized 
power, 14.8 kilowatts visual; 7.4 kilowatts dared antenna, 840 feet 
above average terrain, 996 feet above ground; latitude 30°19’22’’; 
longitude 81°38’24’’. 

ersonnel: Dr. William Kenneth Cumming, general manager; 
James Dryden, production director. 


WTHS-TV, Miami, Fla.—Channel 2 


The Board of Public Instruction of Dade County, Department of 
Radio and Television Education, 275 Northwest Second Street, 
Miami, Fla. 

Studio: 1410 Northeast Second Avenue. 

Transmitter: Everglades Hotel. 

Telephone: FRanklin 4—7281. 

Began operation: August 12, 1955. 

Ownership: The Board of Public Instruction of Dade County (Joe 
Hall, superintendent); supported by Community TV Foundation of 
South Florida, Inc. 

Technical facilities: Channel 2 (54 to 60 megacycles); authorized 
power, 9.55 kilowatts visual, 4.79 kilowatts aural; antenna, 290 feet 
above average terrain, 300 feet above ground, 309 feet above sea 
level; latitude 25°46’35’’, longitude 80°11’20’’. 

FM affiliate: WTHS, 5 kilowatts, 91.7 megacycles (No. 219), 215 
feet antenna height. 

Personnel: Vernon Bronson, director; Herb Evans, chief engineer; 
William Fred Fischer, operations coordinator; Ruth Berenstein 
station manager. 


WEDU, Tampa-St. Petersburg, Fla.—Channel 3 

Florida West Coast Educational Television, Inc., 908 South 20th 
Street, Tampa, Fla. 

Studio: 968 South 20th Street, Tampa, Fla. 

Transmitter: 78th Street, 14 miles south of 22d Street, Causeway 
Boulevard, Tampa, Fla. 

Telephone: 4—5751 and 4—5752. 

Began operation: October 27, 1958. 

Ownership: Florida West Coast Educational Television, Inc. (a 
nonprofit organization). 

Technical facilities: Channel 3 (60 to 66 megacycles); authorized 
power, 13.7 kilowatts visual, 6.85 kilowatts aural; antenna, 490 feet 
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above average terrain, 529 feet above ground, 549 feet above sea level; 
latitude 27°55’06’’, longitude 82°22’04’’. 

Personnel: Daniel H. Smith, general manager; William J. Ballard, 
program director; Barbara Young, public relations director; Jane 
Winther, operations desk; Chris "Prull, producer-director; Richard 
Mooney, film director; Jack C. King, chief engineer; James M. Copal, 
engineer. 


WETV, Atlanta, Ga.—Channel 30 


Board of Education of the City of Atlanta, 68 Mitchell Street SW. 

Studio: 740 Bismark Road NE., Atlanta, Ga. 

Transmitter: 740 Bismark Road NE., Atlanta, Ga. 

Telephone: TRinity 5—9206. 

Began operation: February 17, 1958. 

Ownership: Board of Education of the City of Atlanta. 

Technical facilities: Channel 30 (566 to 572 megacycles) ; authorized 
power, 219 kilowatts visual, 120 kilowatts aural; antenna, 400 feet, 
above average terrain, 517 feet above ground, 1,374 feet above sea 
level; latitude 33°48’40’’, longitude 84°21’50’’. 

Personnel: Haskell Boyter, director of radio and television educa- 
tion; Thomas W. Cowan, Jr., chief engineer; Robert M. Reed, pro- 
duction manager; Margaret A. Kilian, film manager. 

WILL-TV, Champaign-Urbana, Ill.—-Channel 12 

University of Illinois, Office of University Broadcasting, 228 Greg- 
ory Hall, Urbana. 

Studio: Memorial Stadium, Champaign. 

Transmitter: Memorial Stadium, Champaign. 

Telephone: 7-6611, Urbana. 

Began operation: August 1, 1955. 

Ownership: University of Illinois; David D. Henry, president. 

Technical facilities: Channel 12 (204 to 210 megacycles); author- 
ized power, 45.7 kilowatts visual, 22.9 kilowatts aural; antenna, 160 
feet above average terrain, 177 feet above ground, 913 feet above sea 
level; latitude 40°05’58’’, longitude 88°14’14’’. 

AM and FM affiliates: AM: WILL, 5. kilowatts, 580 kilocycles. 
FM: WILL-FM, 300 kilowatts, 90.9 megacycles (No. 215), 550 feet 
antenna height. 

Personnel: Frank E. Schooley, director of broadcasting; Richard 
L. Rider, assistant manager and program director; Richard G. Law- 
son, operations director; Jack Crannell, productions manager; Rob R. 
Beldon, chief engineer. 

WTTW, Chicago, Ill.—Channel.11 

Chicago Educational Television Association, 

Studio: 1761 East Museum Drive, Chicago, _ Ill. 

Transmitter: Field Building, 135 South e Street, Chicago, Ill. 

Telephone: Museum 4-3800. 

Began operation: September 19, 1955. 

Ownership: CETA officers: Edward L. Ryerson, president; Lenox 
R. Lohr, vice president; Kent Chandler, vice president; Renslow 
Sherer, vice president; Lester Armour, treasurer; Robert L. Foote, 
secretary. ‘ 

Technical facilities: Channel 11 (198 to 204 megacycles) ; authorized 
power, 275 kilowatts visual, 141 kilowatts aural; antenna, 590 feet 
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above average terrain, 617 feet above ground, 1,211 feet above sea 
level; latitude 41°52’45’’, longitude 87°37'53’’. 

Personnel: John W. Taylor, executive director; A. G. Ferreira, busi- 
ness manager; Chalmers H. Marquis, Jr., director of program activi- 
ties; Donley Feddersen, program manager ; Joan Kohn, press relations 
manager; Robert Seipp, film director; Duane M. Weise, director of 
engineering. 

WFPK-TV, Louisville, Ky.—Channel 15 

Board of trustees, Louisville Free Public Library, 301 Library 
Place, Louisville, Ky. 

Studio: WAVE-TYV, 334 Hast Broadway, Louisville (temporary). 

Transmitter: 301 Library Place: 

Telephone: JUniper 4-4154. 

Began operation: September 5, 1958. 

Ownership: Board officers: Clarence R. Graham, library director; 
Richard VanHoose, superintendent of schools. 

Technical facilities: Channel 15 (476 to 482 megacycles) ; authorized 
power, 13.5 kilowatts visual, 7.24 kilowatts aural; antenna, 310 feet 
above average terrain, 384 feet above ground, 839 feet above sea level, 
latitude 38°14’40’’, longitude 85°45’27’’. 

FM Affiliate: WFPK (FM): 20 kilowatts, 91.9 megacycles (No. 
220), 245 feet antenna height. 

Personnel: C. R. Graham, station manager; Richard VanHoose, 
program manager; Mrs. Mildred Cobb, production manager; Emmet 
R. Beeker, Jr., chief engineer. 


KLSE, Monroe, La.—Channel 13 


State Department of Education, care of Shelby M. Jackson, super- 
intendent, State Capitol Building, Baton Rouge, La. 

Studio: 2101 Forsythe Avenue, Monroe, La. (Post Office Box 2684). 

Transmitter: 2101 Forsythe Avenue, Monroe, La. 

Telephone: FAirfax 2—8200, 

Began operation: March 9, 1957. 

Ownership: State Department of Education, State of Louisiana; 
Shelby M. Jackson, State superintendent of education. 

Technical facilities: Channel 13 (210 to 216 megacycles) ; authorized 
power, 30 kilowatts visual, 15 kilowatts aural; antenna, 320 feet 
above average terrain, 337 feet above ground, 412 feet above sea level; 
latitude 32°31’59’’, longitude 92°06’40’’. 

Personnel: Gordon Canterbury, station and program manager; 
Mrs. Nan D. Stuckey, secretary. 

WYES-TV, New Orleans, La.—Channel 8 

The Greater New Orleans ETV. Foundation, 916 Navarre Avenue, 
New Orleans, La. 

Studio: 916 Navarre Avenue. 

Transmitter: Hibernia Bank Building, 313 Carondelet Street, New 
Orleans, La. 

Telephone: Amherst 5718. 

Began operation: April 1, 1957. 

Ownership: Nonprofit corporation. Board of trustees: Richard 
G. Jones, chairman; Darwin 8. Fenner, vice chairman; Mrs. Paul W. 
MclIlhenny, secretary; Philip H. Des Marais, treasurer; Mrs. Eugenia 
B. Seavey, executive secretary. 
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Technical facilities: Channel 8 (180 to 186 megacycles) ; authorized 
power, 50 kilowatts visual, 28.2 kilowatts aural; antenna, 400 feet 
above average terrain, 422 feet above ground, 433 feet above sea level; 
latitude 29°57'05’’, longitude 90°04'17’’. 

Personnel: Duff Browne, general manager; Vernon Cook, program 
director; Walter T. Ryan, operations manager; William ¢ Fart 
chief engineer; James E. Hubbard, public relations director. 
WGBH-TV, Boston, Mass.—Channel 2 

WGBH Educational Foundation, 84 Massachusetts Avenue, Cam- 
bridge, Mass. 

Studio: 84 Massachusetts Avenue, Cambridge, Mass. 

Transmitter: Blue Hill, Milton, Mass. 

Telephone: University 4—6400. 

Began operation: May 2, 1955. 

Ownership: Foundation officers—Trustee of the Lowell Institute, 
president of Harvard College, treasurer of Harvard College, president 
of Massachusetts Institute of Technology, treasurer of Massachusetts 
Institute of Technology, chairman of the board of trustees of Boston 
Symphony Orchestra, Inc., director of the Lowell Institute Coopera- 
tive Broadcasting Council, chairman or vice chairman of the Board of 
trustees of the Twentieth Century Fund. 

Technical facilities: Channel 2 (54 to 60 megacycles); authorized 
power, 100 kilowatts visual, 50 kilowatts aural; antenna 660 feet 
above average terrain, 233 feet above ground, 849 feet above sea level; 
latitude 42°12’42’’, longitude 71°06’51’’. 

FM affiliate: WGBH-FM, 15.5 kilowatts, 89.7 megacycles (No. 
209), 550 feet antenna height. 

Personnel: Ralph Lowell, president; Hartford N. Gunn, Jr., general 
manager; David M. Davis, assistant general manager for TV: ack D. 
Summerfield, assistant general manager for radio; Philip K. Allen, 
assistant general manager for finance; Frank Harvey, director of 
engineering; Peter H. Winn, director of public relations; Robert L. 
Larsen, TV program manager; John R. Hurley, director of operations; 
Henry Morgenthau III, TV special projects manager; Gregory G. 
Harney, TV production manager. 

WTVS, Detroit, Mich.—Channel 56 

Detroit Educational Television Foundation, 12300 Radio Place, 
Detroit, Mich. 

Studios: Detroit Public Schools; Wayne State University and 
University of Detroit. 

Transmitter: 9345 Lawton Avenue. 

Telephone: Broadway 3-5456. 

Began operation: October 3, 1955. 

Ownership: Foundation officialsk—C. Allen Harlan, president; Mrs. 
Gerard Slattery, treasurer; Franklin G. Bouwsma, executive secretary. 

Technical facilities: Channel 56 (722 to 728 megacycles) ; authorized 
power, 178 kilowatts visual, 100 kilowatts aural; antenna, 540 feet 
above average terrain, 538 feet above ground, 1,170 feet above sea 
level; latitude 42°22’25’’, longitude 83°06’50’’. 

Personnel: Franklin G. Bouwsma, executive secretary; Joseph Jan- 
kowski, chief engineer; Dean C. Cook, consulting engineer; N. Joseph 
Welling, film coordinator. 
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KTCA-TV, Minneapolis-St. Paul, Minn.—Channel 2 

Twin City Area Educational Television Corp., St. Paul, Minn. 

Studio: Building TSA, University of Minnesota, St. Paul, Minn. 

Sane Agriculture Campus of University of Minnesota, 
St. Paul. 

Telephone: Midway 5—5565. 

Began operation: September 3, 1957. 

Ownership: Nonprofit organization. Officers: neat M. Staples, 
president; Wendell T. Burns, vice president; Ronald M. Hubbs, vice 
president; Philip H. Nason, vice president; John DeLaittre, secretary; 
A. A. Heckman, treasurer. 

Technical facilities: Channel 2 (54 to 60 megacycles); authorized 
power, 100 kilowatts visual, 50 kilowatts aural; antenna, 620 feet above 
average terrain, 562 above ground, 1,549 feet above sea level; latitude 
44°59’54’’, longitude 93°11/17’’. 

Personnel: Dr. John C. Schwarzwalder, general manager; Berten A. 
Holmberg, assistant manager and chief engineer; Paul H. Owen, 
assistant manager and program director; Harold O. Bergman, assistant 
to the general manager; Guy Ueckert, producer-director; Carl H. 
Ruble, producer-director; Wayne Mager, assistant chief, engineer; 
Rod Packer, producer-director; Elmer Dahl, staging director; Tomoid 
R. Thorson, officer manager; Russell Winje, transmitter engineer; 
Nikolajs Rasins, assistant staging director; Joseph T, McDermott, 
director of special projects; Edward W. Reed, Jr., kinescope engineer; 
Bette Herzog, traffic manager; Carole Murphy, film director. 

KETC, St. Louis, Mo.—Channel 9 

St. Louis Educational Television Commission, Millbrook and Big 
Bend Boulevard. 

Studio: 6996 Millbrook, St. Louis. 

Transmitter: 5031 Berthold Avenue. 

Telephone: Volunteer 3-0995. 

Began operation: September 20, 1954. 

ership: Commission officers—Raymond H. Wittcoff, chair- 
man; Oscar A. Ehrhardt, vice chairman; Lamar W. McLeod, vice 
chairman; Malcolm W. Martin, secretary; Harry F. Harrington, 
treasurer. 

Technical facilities: Channel 9 (186 to 192 megacycles) ; authorized 
power, 27.5 kilowatts visual, 13.8 kilowatts aural; antenna, 600 feet 
above average terrain, 637 feet above ground, 1,117 feet above sea 
level; latitude 38°37’41’’, longitude 90°16’09’’. 

Personnel: Henry F. Chadeayne, executive director; George L. 
Arms, operations manager; Jack A. Chenoweth, chief engineer; 
Clair R. Tettemer, director of school programs. 

KUON-TV, Lincoln, Nebr.—Channel 12 

University of Nebraska, 40th and W Streets. 

Studio: University Campus, 12th and R Streets. 

Transmitter: 40th and W Streets. 

Telephone: 2—7631, extension 3275. 

Began operation: November 1, 1954. 

Ownership: University of Nebraska. 

Technical facilities: Channel 12 (204 to 210 megacycles) ; authorized 
power, 26.3 kilowatts visual, 13.2 kilowatts aural; antenna, 360 feet 
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above average terrain, 403 feet above ground, 1,597 feet above sea 
level; latitude 40°49’23’’, longitude 96°39’28’’. 

Personnel: Jack McBride, director of television and KUON-TV; 
Robert Schlater, assistant director of television and program manager; 
Ronald Hull, production director; William Boyd Rooney, film director 
and producer-director; Hobart V. Hays, art director; Adolph R. 
Dvorak, chief engineer; Ladislay Hlavaty, assistant chief engineer; 
William R. Ramsey, staff engineer; Lewis A. Rhodes, producer for 
in-school television; Alton S. Hotaling, producer-director, in-school 
television; Dwaine Trenkle, agricultural specialist; Shirley Marsh, 
home economics specialist; Betty Meisinger, traffic promotion di- 
rector; Ann Copeland, office manager. . (Additional part-time assist- 
ance.) 


KNME-TV, Albuquerque, N. Mex.—Channel 5 

Regents of the University of New Mexico, Albuquerque, and the 
Board of Education*of the City of Albuquerque. 

Studio: 1801 Roma Avenue, NE. 

Transmitter: 15 miles northeast of Albuquerque. 

Telephone: Chapel 7—-0391. 

Began operation: May 1, 1958. 

Ownership: Regents of the University of New Mexico, Albuquerque, 
and the Board of Education of the City of Albuquerque. 

Technical facilities: Channel 5 (76 to 82 megacycles; authorized 
power, 2 kilowatts visual, 1.02 kilowatts aural; antenna, 4,100 feet 
above average terrain, 34 feet above ground, 10,697 feet above sea 
level; latitude 35°12’43’’, longitude 106°26’59’’. 

Personnel: Dr. Bernarr Cooper, director, university TV and radio; 
Arlene Asher, production assistant; Thomas Petry, production co- 
ordinator; Vorce McIntosh, chief engineer; William S. Orr, assistant 
chief engineer; Herbert Faris, film supervisor; Jon Peterson, kine- 
recordist; Mrs. Virginia Roy, secretary, materials reproduction. 
WUNC-TV, Chapel Hill, N.C.—Ohannel 4 

Consolidated University of North Carolina, Consolidated University 
Offices, Chapel Hill, N.C. 

Studios: Swain Hall, Chapel Hill, University of North Carolina; 
WUNC-TV Building, Raleigh, N.C., State College; WUNC-TV 
Building, Greensboro, Woman’s College. 

Transmitter: Terrell’s Mountain, Chatham County, N.C. 

Telephone: Chapel. Hill 8423; Raleigh TE 46262; Greensboro 
BR 4-0052. 

Began operation: January 8, 1955. 

Ownership: Consolidated University of North Carolina; officials— 
William C. Friday, president; William D: Carmichael, Jr., vice presi- 
dent and finance officer; C. H. Bostian, chancellor, North Carolina 
State College; William B. Aycock, chancellor, University of North 
Carolina; Gordon W. Blackwell, chancellor, the Woman’s College. 

Technical facilities: Channel 4 (66 to 72 megacycles); authorized 
power, 100 kilowatts visual, 60.3 kilowatts aural; antenna, 990 feet 
above average terrain, 799 feet above ground, 1,549 feet above sea 
level; latitude 35°52’07’’, longitude 79°10’06’’. 

Personnel: Roy J. Johnston, director of television, Raleigh, N ., 
chairman, directorate of television, WUNC-—TV; Earl Wynn, director 
of television, Chapel Hill, N.C.; Emil W. Young, Jr., director of tele- 
vision, Greensboro, N.C.; Alan B. MacIntyre, chief engineer. 
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WCET, Cincinnati, Ohio—Channel 48 

Greater Cincinnati Television Educational Foundation, Music 
Hall, 1243 Elm Street, Cincinnati 10, Ohio. 

Studio: 1243 Elm Street. 

Transmitter: 2222 Chickasaw Street. 

Telephone: Dunbar 1-—4033 (studio). 

Began operation: July 26, 1954. 

Ownership: Foundation officers—Dr. Claude V. Courter (Super- 
intendent Cincinnati Public Schools), ' chairman; Charles B. Crouch 
(Superintendent of schools, Hamilton County), vice chairman; 
Harold Bush (superintendent of Wyoming Public Schools), secretary- 
treasurer. 

Technical facilities: Channel 48 (674 to 680 megacycles); author- 
ized power, 15.1 kilowatts visual, 8.13. kilowatts aural; antenna, 
mounted on WLW-T tower, 490 feet above average terrain, 350 feet 
above ground, 1191 feet above sea level; latitude 39°07’28’’, longitude 
84°317187’, 

Personnel: Uberto T. Neely, general manager; Charles Vaughan, 

rogram director; John Morris, production director; James R 

eonard, chief engineer; Fred Thomas, public relations director; 
Ted Milligan, producer-director; George Robbins, producer-director; 


Mrs. Virginia Levering, administrative assistant; Robert A. Wood, 
legal counsel. 


WOSU-TV, Columbus, Ohio—Channel 34 


Ohio State University, care of station WOSU. 

ener and transmitter: 2470 North Starr Avenue, Columbus, 
io. 

Telephone: HU 6-3322; HU 6—3003. 

Began operation: February 20, 1956. 

Ownership: Ohio State University officers—Carlton S. Dargusch, 
chairman, board of trustees; Novice G. Fawcett, president, Ohio State 
University. 

Technical facilities: Channel 34 (590 to 596 megacycles) ; authorized 
power, 219 kilowatts visual, 117 kilowatts aural; antenna, 560 feet 
above average terrain, 593 feet above ground, 1,418 feet above sea 
level; latitude 40°00’28’’, longitude 83°02’49’’. 

AM and FM affiliates: AM—WOSU, 5 kilowatts, 820 kilocycles. 
FM—WOSU-FM, 14 kilowatts, 89.7 megacycles (No. 209), 337 foot 
antenna. 

Personnel: Richard B. Hull, director of radio and TV broadcasting; 
William H. Ewing, associate director, programing; Robert C. Higgy, 
associate director, engineering; Martha Haueisen, assistant to the 
director ; Harold Gorsuch, technical supervisor; David Ayers, manager, 
program and production. 

KETA-TV, Oklahoma City, Okla.—Channel 13 

Oklahoma Educational Television Authority, Post Office Box 2005, 

orman, Okla. 

Studios: 1901 North Ellison, Oklahoma City; Student Union 
Building, Norman. 

Transmitter: 7301 North Lincoln, Oklahoma City. 

Telephones: Victor 3-6730 (transmitter) and Jefferson 6-0900, ex- 
tension 424 (Oklahoma ETV Authority). 

Began operation: April 13, 1956. 
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Ownership: Statutory corporation established by Oklahoma State 
Legislature officers—Dr. C. F. Spencer, chairman; Dr. Charles Mason, 
vice chairman; Dr. J. R. Colvert, secretary-treasurer. 

Technical facilities: Channel 13 (210 to 216 megacycles) ; authorized 
power, 74.1 kilowatts visual, 44.7 kilowatts corati antenna, 1,450 feet 
above average terrain, 1,572 feet above ground, 2,223 feet above mean 
sea level; latitude 35°32’58’’, longitude 97°29'48’’. 

Personnel: John W. Dunn, director; Marcus W. Fuller, program 
director; Keith E. Stagg, chief engineer. 

KOED-TV, Tulsa, Okla.—Channel 11 


Oklahoma Educational Television Authority, Post Office Box 2005, 
Norman, Okla. 

Transmitter: 4 miles north of Sand Springs, Okla. 

Began operation: January 12, 1959. 

Ownership: Statutory corporation established by Oklahoma State 
Legislature officers—Dr. C. F. Spencer, chairman; Dr. Charles Mason, 
vice chairman; Dr, J. R. Colvert, secretary-treasurer. 

Technical facilities: Channel 11 (198 to 204 megacycles) ; authorized 
power, 15.2 killowatts visual, 7.6 kilowatts aural; antenna, 1,270 feet 
above average terrain, 1,133 feet above ground, 2,146 feet above sea 
level; latitude 36°11’26’, longitude 96°05’50’’. 

Personnel: John W. Dunn, director; Marcus W. Fuller, program 
director; Keith E. Stagg, chief engineer. 

KOAC-TV, Corvallis, Oreg.—Channel 7 

State of Oregon, State Board of Higher Education, Box 5175, 
Eugene Oreg. 

Studio: State College campus, Corvallis. 

Transmitter: 5 miles true north of Corvallis. 

Telephone: Diamond 5-1511. 

Began operation: October 7, 1957. 

Ownership: State of Oregon, State Board of Higher Education— 
R. E. Kleinsorge, president; Henry F. Cabell, vice president; John 
R. Richards, chancellor; Earl M. Pallett, secretary; H. A. Bork, 
comptroller. 

Technical facilities: Channel 7 (174 to 180 megacycles; authorized 
power, 29 kilowatts visual, 14.5 kilowatts aural; antenna, 1,210 feet 
above average terrain, 237 feet above ground, 1,737 feet above sea 
level; latitude 44°38’25’’, longitude 123°16'25’’. 

AM affiliate: KOAC, 5 kilowatts, 550 kilocycles. 

Personnel: James M. Morris, head, educational radio and television, 
general extension division; Grant Feikert, chief engineer. 


WHYY-TV, Philadelphia, Pa.—Chamnel 36 


Metropolitan Philadelphia Educational Radio & TV Corp., care of 
William Goldman, 1622 Chestnut Street, Philadephia, Pa. 
Studio: 1622 Chestnut Street. 


Transmitter: Architects Building, 17th and Sansom Streets. 
Telephone: Locust 8-2370. 

Began operation: September 16, 1957. 

Ownership: Nonprofit conporstion composed of educational and 


cultural institutes in the Philadelphia area. Officers: William Gold- 
man, president; Allen T. Bonnell, vice president; Ralph W, Pittman, 
treasurer. 
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Technical facilities: Channel 35 (596 to 602 megacycles) ; authorized 
power, 155 kilowatts visual, 83.2 kilowatts aural; antenna, 500 feet 
above average terrain, 585 feet above ground, 625 feet above sea 
level; latitude 39°57'04’’, longitude 75°10’08’’. 

FM affiliate: WHYY, 20 kilowatts, 90.9 megacycles (No. 215), 500 
feet antenna height. 

Personnel: Richard S. Burdick, a director; William 
McCarter, production manager; Samuel H. Barbour, chief engineer; 
Robert A. Bios, film supervisor. 

WQED, Pitisburgh, Pa.—Channel 13 

Metropolitan Pittsburgh Educational Television Station, 4337 Fifth 
Avenue, Pittsburgh, Pa. 

Studio: 4337 Fifth Avenue, Pittsburgh, Pa. 

Transmitter: 2850 Berthoud Street, Pittsburgh, Pa. 

Telephone: Museum 3-1300. 

Began operation: April 1, 1954. 

Ownership: Officers of this publicly financed station are: J.T. Ryan, 
Jr., president; Leland Hazard, chairman; Leon Falk, Jr., vice presi- 
dent; George L. Follansbee, vice president; George D. Lockhart, 
treasurer; Dr. E. A. Dimmick, secretary. 

Technical facilities: Channel 13 (210 to 216 megacycles); authorized 
power, 203 kilowatts visual, 101 kilowatts aural; antenna, 660 feet 
above average terrain, 545 feet above ground, 1,686 feet above sea 
level, latitude 40°26'46’’, longitude 79°57’51’’. 

Personnel: William C. Dempsey, general manager; Edward C. 
Horstman, director of engineering and business manager; John W. 
Ziegler, director of special projects and program manager; John 
Howard, publicity director. 

WKNO, Memphis, Tenn.—Channel 10 

Memphis Community Television Foundation, 268 Jefferson Avenue. 

Studio: 268 Jefferson Avenue. 

Transmitter: 7192 Raleigh-LaGrange Road. 

Telephone: Jackson 6-6826. 

Began operation: June 25, 1956. 

Ownership: Memphis Community TV Foundation—Julian B. 
Bondurant, president; Robert W. Pharr, secretary; Allen Morgan, 
treasurer. 

Technical facilities: Channel 10 (192 to 198 megacycles) ; authorized 
power, 27.6 kilowatts visual, 13.8 kilowatts aural; antenna, 650 feet 
above average terrain, 637 feet above ground, 972 feet above sea level; 
latitude 35°09’17’’, longitude 89°49’20’’. 

Personnel: Ernest C. Ball, epee director; Howard D. Holst, 
solani progress director; Robert R. Nollner, chief engineer; Mrs. Mary 
Lou O’Donnell, continuity director; Tom Tichenor, director of Chil- 
dren’s program; Mrs. Cora Lamond, director of women’s programs. 
KUHT, Houston, Tex.—Channel 8 

University of Houston and Houston Independent School District, 
3801 Cullen Boulevard, Houston, Tex. 

Studio: Ezekiel W. Cullen Building, University of Houston. 

Transmitter: 4517 Cullen Boulevard. 

Telephone: CApitol 4-0141. 

Began operation: May 25, 1953. 
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Ownership: University of Houston Board of Regents; Col. W. B. 
Bates, chairman. 

Technical facilities: Channel 8 (180 to 186 megacycles) ; authorized 
power, 46.8 kilowatts visual, 23.4 kilowatts aural; antenna, 640 feet 
above average terrain, 658 feet above ground, 707 feet above sea level; 
latitude 29°42’55’’, longitude 95°20’56’’. 

Personnel: John W. Meaney, director radio-TV film center; Roy 
Barthold, program director; Raymond T. Yelkin, operations manager; 
Patrick E. Welch, radio-TV department chairman; James Bauer, 
film production director; George L. Collins, art director; O. C. Cross- 
land, chief engineer. 


KUED, Salt Lake City, Utah—Channel 7 

University of Utah, Salt Lake City, Utah. 

Studio: 101 Music Hall, University of Utah. 

Transmitter: Mount Vision. 

Telephone: DA 8-9011, extension 625 or 626. 

Began operation: January 20, 1958. 

Ownership: University of Utah; A. Ray Olpin, president. 

Technical facilities: Channel 7 (174 to 180 megacycles) ; authorized . 
power, 27.5 kilowatts visual, 16.6 kilowatts aural; antenna, 3,050 feet 
above average terrain, 202 feet above ground, 8,633 feet above sea 
level; latitude 40°36’29’’, longitude 112°09’36’’. 

Personnel: Dr. Keith M. Engar, manager; Herbert W. Holtshouser, 
chief engineer; C. Richard Evans, consulting engineer; Dr. Boyer 
Javis, associate program director, aiiites then . Campbell, asso- 


ciate program director, fine arts; Byron J. Openshaw, production 


manager; Mrs. DeNece Chacketts, traffic manager; Mrs. Elizabeth 
Lewis, continuity and promotion. 


KCTS-TV, Seattle, Wash.—Channel 9 


University of Washington, Seattle, Wash. 

Studio: University of Washington Campus. 

Transmitter: Edison Technical School. 

Telephone: LAkeview 4-600, extension 2905. 

Began operation: December 10, 1954. 

Ownership: University of Washington; Dr. Charles E. Odegaard, 
president. 

Technical facilities: Channel 9 (186 to 192 megacycles) ; authorized 
power, 28.8 kilowatts visual, 17.4 kilowatts aural; antenna, 470 feet 
above average terrain, 293 feet above ground, 602 feet above sea level; 
latitude 47°37’02’’, longitude 122°19713”’. 

FM affiliate: KUOW, 43.8 kilowatts, 94.9 megacycles (No. 235), 
300 feet antenna height. 

Personnel: Loren 8. Stone, manager; John Boor, engineering direc- 
tor; Gordon Tuell, production manager; Nick Foster, transmitter en- 
gineer; Kenneth Yeend, program director; Norman Jensen, director, 
schools programs; George W. Mally, director, college programs. 
WHA-TV, Madison, Wis.—Channel 21 

University of Wisconsin, Madison, Wis. 

Studio: 600 North Park Street, University of Wisconsin Campus. 
| Offices and transmitter: Radio Hall. 

Telephone: Alpine 5-2988. 

f Began operation: May 3, 1954. 
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Technical facilities: Channel 21 (512 to 518 megacycles) ; authorized 
power, 10.7 kilowatts visual, 5.75 kilowatts aural; antenna: 230 feet 
above average terrain, 274 feet above ground, 1,174 feet above sea 
level; latitude 43°04’34’’, longitude 89°24’06’’. 

Ownership: University of Wisconsin. 

AM and FM affiliates: AM: WHA, 5 kilowatts, 970 kilocycles. 
RM: WHA-FM, 22 kilowatts, 88.7 megacycles (No. 204), 185-foot 
antenna height. 

Personnel: H. B. McCarty, executive director; William G. Harley, 


program dirctor; John H. Stiehl, chief engineer; Glenn Koehler, 
technical consultant. 


WMVS-TV, Milwaukee, Wis —Channel 10 

Board of Vocational and Adult Education, 1015 North Sixth Street, 
Milwaukee, Wis. 

Studio: 1015 North Sixth Street. 

Transmitter: Port Washington and Donges Bay Roads, Mequon, 
Wis. 

Telephone: Broadway 1—1550. 

Began operation: October 28, 1957. 

Ownership: Board of vocational and adult education; Otto A. 
Jirikowic, president; Milwaukee Vocational and Adult Schools, 
Dr. George A. Parkinson, director. 

Technical facilities: Channel 10 (192 to 198 megacyeles) ; authorized 
power, 129 kilowatts visual, 65.7 kilowatts aural; antenna, 740 feet 
above average terrain, 1,046 feet above ground (supporting structure) ; 
latitude 43°12’30’’, longitude 87°55’19”’. 

Personnel: Paul K. Taff, manager; J. C. Wulliman, chief engineer; 
C. H. Logan, production’ manager; John Lemke, film supervisor; 
Lois Robinson, continuity supervisor. 


WIPR-TV, Hato Rey (San Juan), P.R.—Channel 6 

Department of Education of the Commonwealth of Puerto Rico, 
Hato Rey, P.R: 

Studio: Hostos Avenue, Baldrich Development. 

Transmitter: Aguas Buenas. 

Telephone: 6—5701. 

Began operation: January 6, 1958. 
meaner Take Department of Education, Commonwealth of Puerto 

ico. 

Technical facilities: Channel 6' (82 to 88 megacycles); authorized 
power, 100 kilowatts visual, 50 kilowatts aural; antenna, 920 feet 
above average terrain, 285 feet above ground, 1,663 feet above sea 
level; latitude 18°16’00’’, longitude 66°05'05’’. 

Personnel: R. Delgado-Marquez, general manager; Leo Lavandero, 
program manager; Jack Delano, assistant program manager; R. Rodri- 
ae Santiago, Chief engineer; Valentin Torres, production manager; 

ector J. deJesus, administrative officer. 





NONCOMMERCIAL, EDUCATIONAL STATIONS SOON ON THE AIR 


KUAT, Tucson, Ariz.—Channel 6 


Board of Regents of the University and State Colleges of Arizona, 
University of Arizona, Tucson, Ariz. 


Studio: Herring Hall, University of Arizona. 
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Transmitter: Herring Hall, University of Arizona. 

Telephone: MAin 4-8181, Tucson, Ariz. 

C.P, granted: July 16, 1958; target date, March 1959. 

Ownership: Board of Regents of the University and State Colleges 
of Arizona, University of Arizona. 

Technical facilities: Channel 6 (82 to 88 megacycles); authorized 
power, 0.933 kilowatt visual, 0.562 kilowatt aural; antenna, 110 feet 
above average terrain, 281 feet above ground, 2,708 feet above sea 
level; latitude 32°13’50’’, longitude 110°57’09’’. 

Personnel: Dr. Ben C, Markland, manager and program director; 
Wesley T. Johnson, chief engineer; Frank R. Barreca, production 
manager; Harry W. Atwood, fim production supervisor. 

KVIE, Sacramento, Calif —Channel 6 

Central California Educational Television, Inc., Post Office Box 
1882, Sacramento, Calif. 

Studio: 607 Seventh Avenue, Sacramento, offices at auxiliary studio 
5 miles west of Sacramento on Garden Highway (Box 1882). 

Transmitter: 3.5 miles south of El Dorado, Calif. 

Telephone: Wabash 2-6563 (office). 

C.P. granted: July 30, 1958; target date, February 1959. 

Ownership: Central California Educational Television, Inc. 

Technical facilities: Channel 6 (82 to 88 eres authorized 
power, 89.1 kilowatts visual, 44.7 kilowatts aural; antenna, 1,020 feet 
above average terrain, 502 feet above ground, 2,525 feet above sea 
level; latitude 38°37'49’’, longitude 120°51/20’’. 

Personnel: John-C. Crabbe, general manager; Bill E. Hopkins, pro- 
gram. director; H. Eugene Larson, chief engineer; Bradford Warner, 
production manager; Victor Hyden, Jr.; coordinator of school tele- 


casts; Franklin Merrill, public relations; Mrs. Dee Black, office 
manager. 


WGTV, Athens, Ga.—Channel 8 


Regents of the University System of Georgia for and on behalf of 
the University of Georgia, care of Gerard L. Appy, Georgia Center for 
Continuing Education, University of Seorge thens. 

Studio: University of Georgia, Athens, Ga. 

Transmitter: Jack’s Creek Mountain, near Monroe, Ga. 

Telephone: Liberty 8-1311. 

C.P. granted: September 5, 1956; target date, September 1959. 

Ownership: Regents of the University System of Georgia for and on 
behalf of the University of Georgia. 

Technical facilities: Channel 8 (180 to 186 megacycles) ; authorized 
power, 316 kilowatts visual, 158 kilowatts aural; antenna, 1200 feet 
above average terrain, 1,017 feet above ground, 2,049 feet above sea 
level; latitude 33°49'24’’, longitude 83°37/45”’. 

Personnel; Gerard. L. Appy associate director, Georgia Center for 
Continuing Education; Bermont, production manager; Ed 
Graham, Jr., chief engineer; Oliver Land, operations manager. 


KDPS-TV, Des Moines, Towa—Channel 11 


Independent School District of Des Moines, Iowa, 629 Third 
Street, Des Moines, Iowa. 


Studio: 1800 Grand Avenue, Des Moines, Iowa. 
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Transmitter:¥1800 Grand Avenue, Des Moines, Iowa. 

Telephone: AT 8-9511. 

C.P. granted: December 12, 1956; target date, March 1959. 

yam Des Moines Independent Community School District; 
Dr. John H. Harris, superintendent. 

Technical facilities: Channel 11 (198 to 204 megacycles); author- 
ized power, 28.8 kilowatts visual, 14.4 kilowatts aural; antenna, 320 
feet above average terrain, 410 feet above ground, 1,235 feet above 
sea level; latitude 41°35'01’’, longitude 93°38’28’’. 

FM affiliate: KDPS, 5.2 kilowatts, 88.1 megacycles (No: 201), 
antenna height 285 feet. 

Personnel: C. Fred Kelley, director, educational television and 
radio, Des Moines Public Schools; Clifton F. Schropp, director, 
A-V education and administrative manager; Howard P. Andreasen, 
chief engineer; Ralph P. Joy, program director; Charles W. Dickson, 
Jr., radio and TV studio education, Des Moines Public Schools. 


WMSB, Onondaga, Mich.—Channel 10 
State Board of Agriculture, Michigan State University, East 
Lansing, Mich. 
. canes Michigan State University Campus (600 : Kalamazoo 
treet). 
Transmitter: Rossman Road, Onondaga, Mich. 
Telephone: Edgewood 2—1511, extension 2261. 
C.P. granted: September 3, 1958; target date: January 1959. 
Ownership: State Board of Agriculture, Michigan State University. 


Technical facilities: Channel 10 (192 to 198 m es) ; authorized 
power, 316 kilowatts visual, 178 kilowatts aural; antenna, 975 feet 
above av terrain, 953 feet above ground, 1,916 feet above sea 


level; latitude 42°26’33’’, longitude 84°34’21’’. 

Personnel: Armand L. Hunter, director of broadcasting and station 
manager; Linn P. Towsley, chief engineer; Patrick J. Callihan, pro- 
duction and facilities manager; Lee C. Frischknecht, production 
supervisor; James R. Culver, film supervisor. 

(Nore.—WMSB will operate noncommercially on _nonreserved 
channel 10, sharing time with commercial station WILX_TYV. Both 
stations will use the same transmitting equipment, but have separate 
studios. Michigan State University formerly operated -TV 
on UHF channel 60, now off the air.) 

WENH, Durham, N.H.—Channelfi11 

University of New Hampshire,*Durham, N.H. 

Studio: Memorial Union Building, University of New Hampshire. 

Transmitter: Top of Saddleback Mountain, Deerfield, N.H. 

Telephone: Durham 300, extension 327. 

C.P. granted: October 1, 1958; target date, early 1959. 

Ownership: University of New Hampshire. 

Technical facilities: Channel 11 (198 to 204 megacycles) ; authorized 
power, 60.3 kilowatts visual, 30.2 kilowatts aural; antenna, 950 feet 
above average terrain, 400 feet above ground, 1,500 feet: above sea 
level; latitude 43°10’34’’, longitude 71°12’24’’. 

Personnel: Keith J. Nighbert, general manager; Charles F. Halle, 
chief engineer. 
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WMUB-TV, Ozford, Ohio—Channel. 14 

The president and trustees of the Miami University, Oxford, Ohio. 

Studio: Oak at Spring Street, Oxford, Ohio. 

Transmitter: Oak ab Boeing Street, Oxford, Ohio. 

Telephone: 3-4697. 

C.P. granted: July 18, 1956; target date, March 24; 1959. 

ee The president and trustees of the Miami. University. 

Technical facilities: Channel 14 (470 to 476 megacycles); author- 

ized power, 5 kilowatts visual, 2.7 kilowatts aural; antenna, 315 feet 
above average terrain, 337 feet above ground, 1,228 feet above sea 
level; latitude 39°30’26’’, longitude 84°44’09’". 

Personnel: Stephen C. Hathaway, director of broadcasting; Andrew 
F. Bruck, chief engineer; Charles RV Myers, Paul G. Yeazell, William 
L. Utter, production; Wanda J. Wilcox, office. 


W@GTE-TV, Toledo, Ohio—Channel 30 


The Greater Toledo Educational Television Foundation, Board of 
Education Building, 121 Southard Avenue, Toledo, Ohio. 

Studio: 2801 West Bancroft Street, Toledo, Ohio. 

Transmitter: 2801 West Bancroft Street, Toledo, Ohio. 

Telephone: JE 1-1451, extension 348. 

C.P. granted: June 27, 1957; target date, January 27, 1959. 

Ownership: The Greater Toledo ETV Foundation, officers—aAsa S. 
Knowles, president (also president of University of Toledo); Philo 
C. more, secretary (also superintendent of Toledo Public 
Schools); W. Clyde Slater, treasurer. 

Technical facilities: Channel 30 (566 to 572 megacycles; authorized 
power, 0.296 kilowatts visual, 0.150 kilowatts aural; antenna, 190 
feet above average terrain, 200 feet above ground; latitude 41°39’44’’, 
longitude 83°36'52’’. 

ersonnel: Murray W. Stahl, executive manager; William Ryan, 
engineer. 
KOEH-TV, Oklahoma City, Okla.—Channel 25 

independent School District No. 89 of Oklahoma County, 1901 
North Ellison, Oklahoma City, Okla. 

Studio: 1801 North Ellison, Oklahoma maf 

Transmitter: First and Robinson Streets, Oklahoma City. 

Telephone: JA 5—9403 (studio); FO 5-7060 (transmitter). 

C.P. granted: July 30, 1958; Target date, January 26, 1959. 

Ownership: Oklahoma City Board of Education. 

Technical, facilities: Channel 25 (536 to 542 megacycles); author- 
ized power, 275 kilowatts visual, 141 kilowatts aural; antenna, 460 
feet above average terrain, 500 feet above ground, 1,690 feet above 
sea level; latitude 35°28’08’’, longitude 97°30’58’’. 

FM affiliate: KOKH, 11 kilowatts, 88.9 megacycles (No. 205), 
155 feet antenna height. ‘ 

(For additional information, write Mr. Robert M. Shultz, Admin- 
istrator, Broadcasting Center, Oklahoma City Public Schools, 1801 
North Ellison, Oklahoma City.) 

Nors.—Channel 25 is a nonreserved channel. 
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WQEX, Pittsburgh, Pa.—Channel 16 

Metropolitan Pittsburgh Educational Television Station, 4337 Fifth 
Avenue, Pittsburgh, Pa. 

Studio: 4337 Fifth Avenue, Pittsburgh, Pa. 

Transmitter: 2850 Berthoud Street, Pittsburgh, Pa. 

Telephone: Museum 3-1300. 

C.P. granted: November 12, 1958; target. date, February 1, 1959. 

Ownership: Officers of this publicly financed station are J. T. Ryan, 
Jr., president; Leland Hazard, chairman; Leon Falk, Jr., vice president; 
George L. Follansbee, vice president; George D. Lockhart, treasurer; 
Dr. E A. Dimmick, secretary. 

Technical facilities: Channel 16 (482 to 488 megacycles) ; authorized 
power, 138 kilowatts visual, 69.2 kilowatts aural; antenna, 710 feet 
above average terrain, 600 feet above ground, 1,731 feet above sea 
level; latitude 40°26’46’’, longitude 79°57’51’’. 

Personnel: William C. Dempsey, general manager; Edward C. 
Horstman, director of engineering mal business manager; John W. 
Ziegler, director of special.projects. and pro manager; Tom 
Bennett, managing director; John Howard, publicity director. 
KERA-TV, Dallas, Tex.—Channel 13 

Area Educational Television Foundation, 1310 Davis Building, 
Dallas, Tex. 

Studio: To be determined. 

Transmitter: State Fair of Texas, Dallas, Tex. 

Telephone: Riverside 8-3474, 

C.P. granted: July 30, 1958; ae date, May 1, 1959. 

Ownership: Area Educational Television Foundation, a nonprofit 
educational foundation with 50 directors. 

Technical facilities: Channel 13 (210 to 216 megacycles) ; authorized 
power, 57.5 kilowatts visual, 28.6 kilowatts aural; antenna, 540 feet 
above average terrain, 593 feet above ground, 1,049 feet above sea 
level; latitude 32°46’40’", longitude 96°45’29”’. 

Personnel: E. O. Cartwright, president, Area ETV Foundation; 
R. L. Dillard, Jr., Frank Heller, eee et Area ETV Foundation; 
Henry Widdecke, treasurer, Area ETV Foundation; R. P. Wall, secre- 
tary, Area ETV Foundation; Henry Camp Harris, Sr., coordinator; 
Martin B, Campbell, executive director; A. Earl Cullum, Jr. and 
and associates, engineers; Franklin Spafford, general counsel. 
KPEC-TV, Lakewood Center, Wash.—Channel 56 

Clover Park School District No. 400, Pierce County, 5214 Steila- 
coom Boulevard SW., Tacoma, Wash. 

Studio: 5214 Steilacoom Boulevard SW. 

Transmitter: 5214 Steilacoom Boulevard SW. 

Telephone: Juniper 8-5261. 

C.P. granted: October 22, 1958; target date, September 1959. 

Ownership: Clover Park School District No. 400. 

Technical facilities: Channel 56 (722 to 728 megacycles); author- 
ized power, 23.4 kilowatts visual, 12.6 kilowatts aural; antenna, 160 
feet above average terrain, 141 feet above ground; latitude 47°10’31’’, 
longitude 122°29’37’’. 
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FM affiliate: KCPS, 0.8 kilowatt, 90.9 megacyeles (No. 215); 
antenna height, 120 feet. 
Personnel: Fred V. Miner, acting manager. 
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ETYV stations on the air. 


Alabama enjoys the distinction of activating ETV’s first statewide 
network serving 80 percent of the State’s population with programs 
ranging from direct teaching on peeriy all academic levels to those 
addressing a large general audience. combined total of more than 
250 schools are utilizing the network’s televised lessons, either for 
direct teaching or enrichment. 

Altogether, State legislative appropriations for this service—which 
has attracted national and international interest—have totaled nearly 
$2 million. The first. five-member Alabama ETV Commission was 
appointed in 1953 and: the third VHF reserved channel was in opera- 
tion, further developing the network, in,1956.. Currently origina sing 
programs for the network are the University of Alabama, the Alabama 

olytechnic Institute, and the Birmingham Area Educational Tele- 

vision Association. The, Alabama State Department of Education 
and Alabama College have also been designated as programing 

encies. Network prograini plans are coordinated in a centra 
television commission office in Birmingham. 

The network now broadcasts approximately 66 hours each week 
from 8:45 a.m. to 10 p.m. on weekdays, . A epicet day’s programing 
includes telecourses in Spanish, physics, chemistry, trigonometry, 
Alabama history, Latin, and biology a, program of agricultural informa- 
tion, a program entitled, ‘“Today’s Home,” for women, folk songs for 
children, a pictorial tour of Russia presented by a recent visitor, an 
in-service training pro for teachers in chemistry concepts, a dance 
prourems featuring Martha Graham, supplied by the Educationa 

elevision and Radio Center in Ann Arbor; and enrichment programs 
for schoolchildren in such subjects as history, geography, and speech. 


ALASKA 
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Alaska is currently making its entry into the field of educational 
television through the sponsorship—on the part of the University o 
Alaska—of the film series “Sunrise Semester,”’ a series initially pro- 
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duced by New York University. The half hour programs, which 
provide college level material in an interesting fashion, are televised 
three times each week in Anchorage, Fairbanks, Juneau, Ketchikan, 
and Nome. Public response to these programs will assist in deter- 
mining the future course of ETV in our newest State. 

A spokesman for the university has recently written the following 
to the JCET in Washington: ‘We believe that educational television 
is particularly promising in this great’ land with its vast distances, 
isolation, and severe climate, which tends to restrict the families to 
their homes for rather long periods in the year. In addition to these 
factors which would intensify the interest in educational television 
* * * there is a deep-seated and widespread interest in cultural 
activities.” 

ARIZONA 


Educational area: Channel No 
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The first of Arizona’s two TV channels reserved for education will 
be activated in March of 1959 when the University of Arizona, licensee 
of educational station KUAT, begins to produce programing in 
Tucson. Construction funds for the station to supplement existing 
een came from the university ($30,000) and from the fund for 

ult education ($40,000). 

The university intends to feature cultural and informative programs 
as well as televised extension courses offered for academic credit. 
Eventually, film recordings of televised educational programs will be 
made available to schools and commercial TV stations in other parts 
of the State. Tucson public schools will be invited to use the station’s 
facilities for educational telecasts. Local schools joined the University 
of Arizona in requesting the reservation of channel 6 in 1952. 

The University of Arizona, Arizona State College, and Phoenix 
College have produced telecourses on commercial, stations. West 
Phoenix High School, Arizona State College, and the University of 
Arizona operate closed-circuit TV facilities. In Phoenix, the schools 
and citizens groups are presently studying ways and means to produce 
and utilize ETV programs. 

In 1958, Congressman Stuart L. Udall, Democrat, Arizona, who 
sponsored a bill to provide financial assistance for eduéational tele- 
vision in the 85th Congress, made the following remarks before the 
Senate Committee on Interstate and Foreign Commerce: 

If vou were to ask me today, Mr. Chairman, what, in my opinion, is the most 
significant thing that I have encountered that could be done today * * * that 
would help most to bring our science and mathematics education, for instance, 
up to where it should be, I think I would say to you that the most significant 


thing that I have seen is a series of films that were produced as a result of the 
educational television program in Pittsburgh. 


ARKANSAS 


Educational area: Channel No. 
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Although the three channels reserved by the FCC for education in 
Arkansas have not yet been activated there has been considerable 
interest in ET'V in the State. Both the public schools and institutions 
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of higher learning have been active in the production and utilization 
of educational telecasts. 

John Brown University and the University of Arkansas offer train- 
ing in television production and the latter institution has produced 
telecourses on a commercial channel. 

In 1954, the Arkansas Educational Television Association represent- 
ing about 100 community organizations was formed to study ETV 
financing and programing. In 1958 when four senior high schools in 
Little Rock were closed, the school board telecast some courses as a 
temporary expedient. At least one course, taught by a veteran 
eka teacher, proved so popular that it was retained on a sustaining 

s 


In 1958, a 25 member State steering committee was named to assist 
the State department of education in developing overall plans for 
statewide participation in ETV programs attractive to all age groups. 
oe fall of 1958 programs began as a trial of public reception of 

In eastern Arkansas students in a number of high schools are 
receiving a course in physics telecast by educational television station 
WKNO in Memphis, Tenn. 


CALIFORNIA 
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1 ETYV stations on the air, 


Both of the VHF channels reserved for education in California 
have been activated. Elsewhere in the State much educational 
television work is underway. 

In 1952, Governor Warren invited more than 2,000 citizens to 
discuss the role of television for the home, school, and community. 
Shortly thereafter, the Governor’s citizens advisory committee on 
educational TV was appointed and in 1953 the legislature directed the 
House Ways and Means Committee to conduct a study of ETV. 
In June 1957 Governor Knight signed assembly bill 1535 authorizing 
the public educational agencies of the State to engage in educational 
television. 

KQED, San Francisco, went on the air in June of 1954. It is 
licensed to the Bay Area ETV Association, a nonprofit corporation 
representing the educational, business, and civic interests of the 
community. The principal sources of operating funds are voluntary 
memberships of its viewers and donations of interested corporations 
and philanthropies. The association offers its viewers annual member- 
ships of $10, $25, $50, and $100. The station produces direct teachi 
lessons on the elementary, secondary, and college level. Informa 
programs for adults have highlighted. international . affairs and 
presented searching examinations of controversial and unusual aspects 
of life in the bay area. 
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California’s second ETV station, KVIE, begins programing in 
February 1959. Licensed to Central California Educational TV, Inc., 
the station received construction funds ($312,000) from educational 
organizations, foundations, individuals, and commercial stations. 
The estimated cost of the first year of operation is $105,000. KVIE 
serves a potential audience of 1,750,000 with broadcasts covering a 
broad range of ages and interests in a 15-county area of central 
California. 

Many thousands of California students receive some of their educa- 
tion via a closed circuit TV system. Among the institutions which 
now have closed circuit inatallations are San Diego State College, 
Carlsbad Union School District, Compton College, San Jose State 
eee San Francisco’s College of Physicians and Surgeons, Los 

e 


Angeles City College, Los Angeles Valley Junior College, and the 
University of Southern California. 
COLORADO 

Educational area: Channel No. 
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‘ET stations on the air. 


To date, one educational television station has gone on the air in 
Colorado. Station KRMA-~TYV began programing in January of 1956. 
The station, with a capital investment of about $410,000, is operated 
by the Denver Public Schools. Assisting the district in programing 
and financing is the Council for Educational Television, consisting of 
more than 20 community and State educational organizations in the 
Denver area. One important advantage in program —s is the 
station’s proximity to the well-known Emily Griffith Opportunity 
(vocational) School from which institution KRMA~TYV is able to 
originate instruction. 

Also available to viewers of the educational station are programs of 
Spanish and Russian language instruction as well as informal programs 
in the areas of art, history, and music. The present annual operating 
budget is approximately $130,500. Educational television is con- 
sidered a part of the adult education program of the Denver public 
schools. 

Courses to train students in fundamentals of television production 
are offered by Colorado State University at Fort Collins, the Uni- 
versity of Colorado at Boulder, and the University of Denver at 
Denver. Both Colorado State and the University of Colorado have 
produced telecourses on commercial television stations. 


CONNECTICUT 


Educational area: Channel No. 
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On May 2, 1957, the Connecticut Legislature approved bill, Senate 
Joint Resolution 56, directing the legislative council to study educa- 
tional radio and television which could be operated by the State. 
Legislative ETV history in Connecticut includes a 1953 authorization 
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for a Governor’s commission to study ETV (and an appropriation of 
$5,000 for this work). This was followed by a report in 1954 recom- 
mending a seven-member permanent commission, and a 2-year experi- 
mental educational television program. In 1955, the general assembly 
a $150,000 to finance educational programs over commer- 
cial TV stations. 

Between 1953 and 1957, the State education department has pre- 
sented 400 programs on commercial stations. ew Haven State 
Teachers College, the University of Hartford, and the University of 
Connecticut have produced academic courses on commercial TV 
facilities. 

The Connecticut Citizens Committee for the Public Schools has 
made a study of ETYV stations in other States and has proposed the 
formation of a nonprofit corporation to establish a station in Hartford. 
Forty teachers from the public schools of Stamford have made an 
on-the-spot evaluation of the closed-circuit TV teaching project in 
Hagerstown, Md. The Columbia Broadcasting System has donated 
equipment, valued at $80,000, for a closed circuit-system to connect, 
initially, five Stamford schools. 

In Darien, New Canaan, Milford, Westport, Norwalk, and else- 
where public school officials and laymen are actively engaged in 
broadening the plans to utilize educational programs in schools. 


DELAWARE 
Educational area: Channel No, 
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On September 12, 1958, the Joint Council on Educational Television 
in Washington, D.C., representing 10 national educational organiza- 
tions, petitioned the FCC to reserve VHF channel 12 in Wilmington 
for educational use, inasmuch as it appeared that the authorization 
for commercial station WVUE would be (and subsequently has been) 
surrendered. The JCET petition pointed out that in the entire area 
in the northeastern section of the United States between Boston, 
Pittsburgh, and Chapel Hill there are no VHF channels reserved for 
education. Since that time, nearly 200 organizations—public schools 
colleges, PTA’s, private schools, professional societies, health and 
youth associations, and others in the area which could be served by 
channel 12—have officially supported the JCET petition. 

For several years, the Delaware Educational Television Association, 
Inc., has planned and produced educational programs and has made 
plans for the activation of an ETV station. The membership of this 
organization includes the State department of public instruction, the 
University of Delaware, the Wilmington Board of Public Education, 
the Delaware State Educational ciation, and the Delaware 
Congress of Parents and Teachers—plus 17 participating organizations 
and an advisory council of representatives of business and industry. 

Students in a number of Delaware public schools are presently 
receiving direct televised instruction and enrichment programs in 
such subjects as music and history. This instruction is originated at 
station OC in Salisbury, Md. Guiding this undertaking is the 
Delmarva ETV project committee made up of representatives from 
county boards of education in Maryland, Virginia, ard Delaware. 
It is estimated that the ja In will cost approximately $30,000. 
The Wilmington public schools have also produced ETV programs, 
notably, a series entitled “Schools in Action.” 
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DISTRICT OF COLUMBIA 
Educational area: Channel No. 
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An organization established for the express. purpose of providing 
more educational television programs for the District of Columbia 
area is the Greater Washington Educational Television Association, 
Inc. The association, formed in 1953, is made up of representatives 
from the cultural institutions, the colleges and universities, and the 
elementary and secondary schools of the Greater Washington Metro- 
politan area. It has produced adult informational programs on com- 
mercial stations, utilizing the resources of its members, such as the 
Library of Congress, the Folger Shakespeare Library, the National 
Gallery, the Smithsonian Institution, and the five local universities 
represented in the association. 

In the fall of 1958, GWETA embarked upon the production of in- 
school science programs for 40,000 children in the fifth and sixth 
grades of 17 area school districts. The lessons are produced five times 
each week (one originating in color from TV studios at Walter Reed 
Army Hospital). 

For several years the District of Columbia public schools produced 
enrichment lessons for the elementary level. Adult lessons in typing 
and shorthand have also been offered. Other ETV programing on 
local stations include George Washington University’s series ‘“The 
Other Two Billion” and a telecourse in Russian; American University’s 
Bible telecourse for which 200 people have paid $20 each for credit 
enrollment and another 1,700 have purchased a $2 syllabus; and 
geargeows University’s informative series on the history of the 

istrict. 
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ET'Y stations on the air. 


One of the most extensive ETV developments in the country, Flor- 
ida’s station construction and programing accomplishments, are the 
result of careful State planning and decisive action. In 1953 the 
legislature authorized a survey of State resources for educational TV 
under the supervision of an advisory committee, and appropriated 
$20,000. 

In 1957 the legislature passed a bill appropriating $600,000 “to pro- 
vide through educational television a means of extending the powers 
of teaching in public education and of raising aya educational 
standards of citizens and residents of the State.” These funds have 
been administrated by a seven-member commission appointed by the 
Governor. _The commission is authorized to encourage the activation 
of unused reserved channels, the extension of ETV network facilities 
and the coordination of Florida’s efforts with those of other States. 
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Florida has already activated four educational stations and the 
Tallahassee station is scheduled to begin operation in 1959. The 
commission has begun construction of microwave links which will 
eventually interconnect all of the State’s universities, junior colleges, 
and ETV stations in a network for the transmission of classroom 
instruction for credit. 

In November 1958, the commission submitted a proposed budget 
seeking $1,550,980 for the next biennium to complete the construction 
of Florida’s ETV network. It is estimated that with the completion of 
the first four microwave links a total audience of more than a million 
and a half will be served. This figure is exclusive of the increasing 
Dade County (Miami) audience. 

Examples of Florida’s educational programing are: ‘Magic of 
Music” a series which include a selection of music from great com- 
posers; ‘Criminal Man” a study of the cause, prevention, and 
treatment of crime; ‘Hats in the Ring’’—behind the scene story of 
how political candidates are nominated for the Presidency; ‘‘Scientific 
Methods’’—the excitement and the discipline involved in scientific 
investigation are revealed to the layman and the high school student; 
‘Arts and the Gods’—a study of Greek art and mythology. This 
program originates from the Metropolitan Museum of Art. Saeed 
programs include “World History” for fifth and _ sixth ers, 
atom for seventhfgraders, and ‘Heritage’ for thirdfand fourth 
graders. 


GEORGIA 
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ETYV stations on the air. 


In January 1953, the Governor of Georgia called a statewide 
meeting to discuss educational television and a resolution was adopted 
asking the board of regents and the State Board of Education to make 
a survey to determine problems and possibilities of building ETV 
stations. Since then, engineering studies have been made looking 
toward the Sere ae of a State network and the feasibility of 
connecting the ET’ facilities of Georgia, Alabama, and Florida. 

The State Board of Education has recently made application for a 
construction peat to build a station on the reserved channel in 
Savannah and $500,000 has been earmarked for this purpose. State 
school board chairman, George P. Whitman, Jr., recently stated that 
the 1959 legislature would be asked to finance the beginning of a net- 
work to put TV instruction into every classroom in Georgia. During 
the summer of 1958 an intensive workshop was held at the Universit 
of Georgia to train teachers from throughout the State in direct 
teaching procedures. 

Licensed to the Board of Education of the city of Atlanta, station 
WETY went on the air in February of 1958. Its audience potential 
is more than 1 million persons. In this area are more than 300 schools 
and over 175,000 students. Colleges, universities, and other cultural 
and educational agencies cooperate in adult programs. Six hours 
during the day are devoted to in-school telecasting and 2% hours at 
night for adult programs. 
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The University of Georgia (continuing education center) expects 
to begin the operation of ETV station WGTV in September 1959. 
The regents and the university have made careful plans to serve more 
than half of Georgia’s population located in the northern half of the 
State. The university has already made extensive use of its closed- 
circuit TV system which have been designed to originate educational 
material which can be received at 175 separate locations in the continu- 
ing education center. 

In Macon, a complete high school physics course, first produced and 
filmed at educational station WQED in Pittsburgh, is being telecast 
for the schools by commercial station WMAZ-TV. Station WRBL— 
TV in Columbus, Ga., likewise provides sustaining time for school 
programs. 

In January 1959, the FCC announced that a comparative hearing 
would be held for nonreserved channel 8 in Waycross, Ga. ‘The 
present applicants are John Phipps and the Georgia State Board of 
Education. The State board wishes to include the Waycross channel 
in its statewide ETV network plans. 


IDAHO 
Educational area: Channel No. 
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One of the first meetings to explore the possibilities of educational 
television in Idaho was held in 1954 in Boise. It was attended by the 
Governor, citizens of the State interested in ETV progress, representa- 
tives of two national educational TV organizations, and the Western 
interstate Commission for Higher Education. 

While the channels reserved for education in the State have not yet 
been activated, a number of educational institutions are active in this 
field. Boise Junior College has produced art and political science tele- 
courses for credit on a commercial station and the University of Idaho 
plans the development of televised courses in the near future. 

The Boise cae schools have produced two series: One entitled 
‘Your Schools in Action” is designed to acquaint the public with 
objectives toward which the schools are working, the methods and 
techniques which contribute to the accomplishment of these objectives, 
and the materials which are used in the classroom. The second is 
“Zip and the Three R’s” an enrichment series in spelling, reading 
and phonetics, industrial arts and social science for in-school viewing. 

In Pocatello, Idaho State Teachers College has utilized a com- 
munity antenna system to carry enrichment programs, originated in 
the studios of Isc, to Pocatello’s public schools. Programs have in- 
cluded demonstration and description in the areas of music, health, 
safety, as well as Idaho government and history. 


ILLINOIS 
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1 ETV stations on the air. 
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The year 1955 was an important landmark in the development of 
educational television in Illinois. Two ET’ stations went on the air 
in this year and the State legislature amended the school code, author- 
izing school boards to enter into contracts for participating in tele- 
vision broadcasts or procuring televised programs for use in the overall 
educational program of the schools. 

The University of Illinois, with a long history of educational radio 
broadcasting, owns and operates station WILL-TYV and produces a 
reat variety of educational programs during choice weekday evenin 
Coons Educational station WT'TW, a community station licomaea 
to the Chicago Educational Television Association, produces programs 
in cooperation with its member institutions—public schools, colleges 
and universities, as well as cultural, scientific, and historical associa- 
tions. Among WTTW’s “firsts” in ETV services was the inaugura- 
tion of an entire junior college curriculum. From the fall of 1956 to 
the spring of 1958, 26 junior college courses for credit had been offered 
on WTTW. Cavemen 1,500 students are taking at least 2 courses 

for credit. There are, of course, thousands of noncredit viewers. 

There are about a dozen closed-circuit TV installations in colleges, 
universities, and public schools in Illinois. The installation at Evans- 
ton Township High School, with facilities for reception in 44 class- 
rooms, currently teaches 5 subjects via TV to more than 700 students. 
The University of Illinois uses closed-circuit equipment to teach 300 
undergraduate and postgraduate dental students. 


INDIANA 
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Although none of the channels reserved for education have been 
activated, Indiana educators are exploring ETV possibilities b 
means of the production of formal and, informal educational TV 
programs, both broadcast and closed circuit. 

In 1952, the Indiana Conference on Higher Education established 
a television council composed of representatives of the 34 colleges and 
universities in the State and in 1953 this body requested the legislature 
to establish an ETV authority to undertake a 2-year study of a state- 
wide network. Purdue University has conducted a preliminary engi- 
neering survey and created a TV policy committee which has met with 
the State conference to make recommendations to the legislature. 

Indiana University has produced educational TV programs for 
several years. In 1957 it presented 568 programs during the school 
year. The programs (credit courses in such subjects as geography, 
trigonometry, American Government and informal programs :rangin: 
from opera, theater and poetry, to health, business administration an 
scientific research) are produced on the Indiana University campus 
and relayed for broadcast to commercial station WTTV. 








EDUCATIONAL TELEVISION 39 


In Evansville, direct TV instruction in science, history, English, 
overnment and geometry is being produced in commercial station 
TVW for schools in 10 southwestern Indiana counties. More than 
11,000 students in 121 classes in 16 school systems receive a portion 
of their regular instruction by television. The project, coordinated 
by the Evansville public school system, is one of several large experi- 
mental ETV programs partially supported by the Fund for the Ad- 
vancement of Education. 

In South Bend, Notre Dame University operates station WNDU- 
TV on a commercial basis and has conducted direct teaching experi- 
ments via a closed circuit TV system. In Muncie, Ball State Teachers 
College is presently making plans to build new educational television 
and radio facilities. Closed circuit systems have been installed at 
indiana University (Bloomington), Indiana University School of 
Dentistry (Indianapolis), Purdue University and Indiana State 
Teachers College. 


IOWA 
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Waterloo 


WOI-TYV in Ames, Iowa, was the country’s first TV station licensed 

to an educational institution (Iowa State College). It has been oper- 
ating commercially since February of 1950. Capital investment for 

the station was $550,000. Among WOI-TV’s various noncommercial 
series has been the successful ‘‘Eins, Zwei, Drei,” a German la age 
course subsequently distributed to ETV stations, and “Iowa Schoo - 
time,” enrichment programs for a student audience of more than 
33,000 children in the classrooms of 142 central Iowa schools. 

For 2 years the Joint Council on Educational Television in Wash- 
ington and local Iowa educational organizations strenuously opposed 
the efforts of certain commercial interests to delete the channel reserved 
for education in Des Moines. The wisdom of the FCC’s final decision 
not to delete channel 11 will be borne out when the Des Moines Inde- 
pendent Community School District begins to produce programs on 
educational TV station KDPS-TV in March of 1959. 

Among the organizations which opposed the petition to make chan- 
nel 11 commercial was the Iowa Joint Committee on Educational 
Television, composed of the State Department of Public Instruction, 
the State Board of Education, Iowa State Teacher’s College, the State 
University of Iowa and Iowa State College. 

Elsewhere in the State a number of educational organizations have 
Seer ee educational television series; among them, Iowa State 

eacher’s College, Augustana College, the State University of Iowa 
and Drake University. Extensive en a in teaching by 
television has been undertaken by the University of Iowa. 
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A Kansas citizens committee on educational television has been 
formed and is studying the possibilities of an ETV network which 
would be built over a period of 8 years, eventually bringing educa- 
tional programing to the entire State. Such a network proposal has 
been prepared at the request of the citizens committee by a joint 
committee representing five institutions of higher education in Kansas. 
The proposal and report outlines the need for educational television, 
the kinds of programs which a network would carry and a develop- 
mental scbedule of station construction. 

The University of Kansas has had experience in television produc- 
tion. Inceed, the K.U. medical center’s television system was the 
first permanent closed circuit installation in the Nation for day-by-day 
use of television as an aid to medical education. 

Kansas State College trains students in radio and television broad- 
casting, operates a closed-circuit system, and has held seminars for 
educators, administrators and legislators on ETV broadcasting. The 
University of Wichita and the Wichita public schools have both 
offered credit telecourses on local commercial stations. Southwestern 
College in Winfield has also produced courses for credit and Kansas 
State Teachers College uses its closed circuit system for multiple 
classroom instruction. 

KENTUCKY 


Educational: Channel No. 
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1 ETYV stations on the air. 


When educational station WFPK-—TV went on the air in September 
1958, the principal programing production agency for the station— 
Jefferson County public school system in Eauiveiliowbad already 
prepared itself for the service it was to render. 

In February of 1957 the public schools began to investigate the use 
of closed circuit television. Subsequently, with technical assistance 
from a local commercial station and with a capital investment of 
$25,000, the schools developed a closed-circuit system which served 
five elementary schools (about 1,300 students) with televised instruc- 
tion in science, social science, conversational Spanish, and music. 
After-school workshop demonstrations for teachers in art and music 
were also conducted by television. 

The experience with closed circuit convinced educators that a total 
construction cost of slightly more than $46,000 for a UHF station and 
a first year’s operating expense of $16,500 were fully justified. 

The educational station now produces TV lessons for 7,315 pupils 
in such subjects as history, science and English. Of the total number 
of students, 5,875 are in the Jefferson County school system, 1,170 in 
southern Indiana schools and 270 in the Louisville school system. 
These school systems together form the Kentuckiana Educational 
Television Council which assists in guiding programing policies. 
Jefferson County School Superintendent Richard a Hoose ‘states 
that an advanced television program could mean the following to 
public schools: 

1. The design of school buildings would be changed drastically and 
the cost might well be substantially cut. 

2. The training and duties of teachers would be altered and the 
quality of instruction in general would be raised. 

. Class sizes would be larger. Fewer teachers would handle more 
students. 
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1 ETV stations on the air. 


In 1954, the Louisiana ETV Commission was created and the 
legislature appropriated $52,000 for its use. In this same year, 
$150,000 was appropriated for the State Department of Education 
and Louisiana State University to establish educational TV facilities 
for the State. In consequence, station KLSE in Monroe has been on 
the air since March of 1957. 

Shortly after the reservations were made in 1952, the New Orleans 
Educational Television Foundation was organized to make plans to 
activate channel 8 in that city. Subsequently, a petition was filed 
by parties in New Orleans to delete the channel and make it com- 
mercial. Upon the basis of the showing made by the foundation and 
other interested groups in the area, the CC denied the petition. The 
good judgment of the Commission in this case has been fully justified 
by what has happened since. Station WYES—TV went on the air in 
April of 1957 and is serving the area with excellent programing. 

The physical facilities of WYES represent a capital investment in 
excess of $400,000... The current annual operating budget is $225,000, 
of which $90,000 is annually subscribed by the parish school system, 
parochial and private schools, and colleges and universities. The re- 
maining $135,000 is raised through public fund drives. The station 
is on the air each weekday from 9 a.m. to 2:30 p.m. with school pro- 
graming, and from 6:30 p.m. to 10 p.m. with young adult and adult 
programs. 

A recent WYES—TYV series which has attracted national interest is 
a film series originating in Washington, D.C. The series, “From 
Capitol Hill,” is designed to bring the viewer in close contact with 
over 35 leading Senators and Congressmen through interviews on 
topics of current interest to all citizens. 

Closed-circuit TV facilities are found st Sovthwestern Louisiana 
Institute, Louisiana State University (Medical School), and De La 
Salle High School. Both Louisiana State University and Tulane 
University have produced telecourses for credit. 


MAINE 
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In 1957, the legislative appropriations committee approved a bill 
reactivating the State committee on educational television which was 
initially established in 1955. In proclaiming April (1958) Educa- 
tional TV Month, Governor Muskie stated, “An ETYV station could, 
by taking advantage of the technical and professional staff of the 
University of Maine, most economically provide a high level of staff 
and programs.” 

In 1957, Educational Television Association, Inc., collected $1 from 
6,000 Maine residents for the purpose of organizing and financing a 
Maine ETV station. In 1958, this organization signed final’ papers 
giving a lease and option to buy land and a tower (originally built and 
erected by the U.S. Government) in the Dixmont Hills region. 
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Also in 1958, the State executive council and the Governor gave the 
State department of education $7,500 for ETV experimentation with 
the request that a report outlining aims, successes, failures and over- 
all evaluation of ETV be made to the next session of the legislature 
along with a request for funds. 

In September of 1958 a statewide educational TV project was 
initiated with the assistance of three commercial stations. A 30-week 
series of music appreciation lessons was telecast for 150 schools in 
Maine (and many schools in New Hampshire). To pay production 
costs for this series, the Maine Educational TV Association, Inc., 
contributed $3,000, the principals another $1,000 and the Maine 
Teachers’ Association $1,000. 

Other recent ETV projects in the State include the production of 
telecourses by the Portland School Department, Gorham State 
Teachers College, Colby College, and the University of Maine. 


MARYLAND 
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Ajthough the UHF channel reserved for Baltimore has not yet been 
activated, many Maryland educators have had much experience in 
the use of television. In cooperation with Baltimore commercial 
stations, the public school system in this city and Johns Hopkins 
University have produced a great variety of programs for both general 
and special audiences. During the academic year, 1957-58, the 
schools presented a total of 225 television programs for in-school use, 
for public relations and for adult education. 

Johns Hopkins has changed the format of its “Science Review” 
and now presents “File 7,” a popular public service program viewed 
in many parts of the United States. 

There are four educational closed-circuit installations in Maryland; 
at the U.S. Naval Academy, the University of Maryland, the Wash- 
ington County School System, and the Baltimore County Board of 
Education. The Washington County (Hagerstown) operation is one 
of the largest and most active centers of TV teaching in the country. 

The Hagerstown closed-circuit TV project has been principally 
financed by the Fund for the Advancement of Education. Origina- 
tion and reception equipment has been contributed by the Electronic 
Industries Association. Cooperation has also been forthcoming from 
the Chesapeake & Potomac Telephone Co. Starting in September 
1956, some 5,300 students received one lesson a day by television. In 
September 1957, the figure became 12,000, and soon the system will 
include all 48 schools (as well as the Hagerstown Public Library and 
the Museum of Fine Arts) and 18,000 students. 

An entire range of public school curricula subjecis for grades | 
through 12 are originated from 5 central studios. Careful research is 
being conducted at every stage of this 5-year plan in order to deter- 
mine the extent of television’s usefulness in the educational process, 
To date, the reports from the project have been extremely encouraging. 
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1ETYV stations on the air, 











EDUCATIONAL TELEVISION 43 


Station WGBH-TV, operating on one of the few VHF channels 
reserved for education on the Atlantic coast, went on the air in May 
of 1955. The station is operated by the WGBH Educational Founda- 
tion with the advice and cooperation of the Lowell Institute Broad- 
casting Foundation. The officers of the educational foundation 
comprise @ board of eight trustees: 
Trustee of the Lowell Institute; president of Harvard College; 
eee of Massachusetts Institute of Technology; treasurer of 
arvard College; treasurer of Massachusetts Institute of Tech- 
nology; chairman of the Board of the Boston Symphony Orches- 
tra; director of the Lowell Institute Cooperative Broadcasting 
Council; and either the chairman or the vice chairman of the 
board of trustees of the Twentieth Century Fund. 

WGBH-TV has made some of the outstanding program contribu- 
tions to the New England area and (by means of series recorded on 
film, distributed by the Educational Television and Radio Center) to 
the many areas throughout the country served by ETV stations. 
Through filmed productions, WGBH-TV makes the Boston Symphony 
concerts available nationally. Other important contributions have 
been a series designed to give a better understanding of science and 
correct some popular misconceptions concerning science, organized 
by Harvard’s Dr. Philippe LeCorbeiller, and a natural science series 
for children called “Discovery.” 

The first full year of in-school broadcasting service was initiated 
by WGBH-TV in the fall of 1958. Television lessons are designed 
for grades 2 through 6 in schools in 51 Massachusetts communities 
(a total of 500 schools in Massachusetts and sections of New 
Hampshire). 

In 1958, Mr. Louis Lyons, WGBH’s news analyst, won the George 
Foster Peabody Award for local TV and radio news. The citation 
reads, in part, “His broadcasts * * * are clearheaded, courageous 
but ae forthright and fair * * * an example of what can 
and should be done in every vigilant community.” 

When New Hampshire’s ETV station goes on the air, WGBH will 


make a portion of its chedule available to it, thus b ing a New 
England ETV network. WGBH’s pro can now be received by 
about 82 percent of the population in Massachusetts. 
MICHIGAN 
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Central Michigan will have the Nation’s first combined educational- 
commercial television station. Channel 10 at Onondaga will soon be 
operated jointly on a shared-time basis by Michigan State University 
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and the TV Corp. of Michigan. Michigan State University formerly 
owned and operated ETV station WEAR-TV on UHF channel 60 
in East Lansing. ; 

Channel 10 will provide basic local service to the cities of Lansing, 
Jackson, and Battle Creek and their surrounding communities with a 
total coverage service of 30 counties and 4 million viewers. Under 
an FCC license, Michigan State University will broadcast a total of 
38% hours per week: 9:30 a.m. to 2 p.m. Monday through Saturday; 
6 p.m. to 7:30 p.m. Monday through Friday; and from noon to 4 p.m. 
on Sunday. Viewers will be offered a wide range of educational 
programs, drawing on the resources of all the colleges and public 
schools of the region. The commercial broadcaster will pay a rental 
fee to the university which will amortize the entire capital investment 
of $500,000. 

Educational station WTVS in Detroit has been on the air since 
October 1955, furnishing a service to the metropolitan area and to 
viewers within a radius of about 40 miles. The station is owned and 
operated by the Detroit Educational TV Foundation, made up of 18 
local educational and cultural institutions. 

Programing on WTVS originates in three separate studios—at 
Wayne State University, the, University of Detroit and the Detroit 
Public Schools. The University of Detroit offers the entire freshman 

ear curriculum on television. All Detroit public schools now have 

V sets equipped to receive the 42 live programs especially designed 
for the schools each week. 

The University of Michigan at Ann Arbor produces TV series on 
closed-circuit system, Programs are recorded and distributed to both 
commercial and educational TV stations. Other closed-circuit systems 
are found at Michigan State University, East Michigan College, 
aveune State University, University of Detroit; and AnnfArbor High 

ool. 

A Michigan Technical Study Committee is presently making plans 

for a statewide network. 


MINNESOTA 
Educational area: Channel No. 
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t ETYV stations on the air. 


Now in its second year of operation, educational-television station 
KTCA-TYV, licensed to the Twin City Area Educational Television 
Corp., produces 45 hours of programing each week. Nine different 
courses for credit are offered on the station under the auspices of a 
number of Minnesota private colleges. In-school programing is a 
part of the daily schedule as are programs to assist public school 
teachers (problems in the teaching of reading, for example). The 
cost to the schools of the TV time during the first year was about 
tl per pupil. Ninety-two percent of the elementary teachers and 60 
percent of the secondary teachers are using ETV programs in their 
classrooms. An example of informal programing is a 13-part film 
series on the Antarctic using new documentary film and financed 
by a grant off$65,000 from the¥Ford Foundation. 

A recent ETV survey revealed that three out of five persons in the 
area have watched CA-TV (four out of five college graduates 
have watched at some time and of those without degrees, one out of 








—eS eon 


erPre Oct & 


en @ © 





EDUCATIONAL TELEVISION 45 


two have viewed the programs). KTCA-~TV has remote broadcast- 
ing facilities and can fleandeagt films in color. Eighty percent of the 
station’s support comes from program sources, i.e., Twin City public 
schools, State and private colleges, and universities and civic groups. 
The Governor has recently approved the transfer of $100,090 of 
surplus from the Minnesota Centennial Fund for new KTCA-TV 
studios. 

In an FCC rulemaking proposal it was suggested that VHF chan- 
nel 8 reserved for Duluth be deleted and replaced by a UHF channel. 
The educators and citizens of Duluth responded by filing hundreds 
of letters with the FCC requesting the retention of the original chan- 
nel. Leaders of the State government and many others in Minnesota 
also oe the changes. In view of this real interest in using the 
VHF channel, the FCC retained channel 8 for education. 

The wisdom of this action is reflected in the fact that the Duluth- 
Superior Area ETV Corp. has now received annual station operatin 
pledges of $100,000 per year and is now embarking upon a financia 
drive to raise construction funds. 

The possibilities of establishing an ETV station in western Minne- 
sota to serve that area is now being explored. 


MISSISSIPPI 
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As early as 1953 investigations of a statewide system of educational 
television were being carried out in Mississippi by such organizations 
as the board of trustees, institution of higher education, the State 
department of education, and the Mississippi Congress of Parents 
and Teachers. An extensive ETV survey, including technical 
engineering data and cost estimates, has been prepared for the first- 
pamed organization. . 

Currently, students in University High School in Oxford are utiliz- 
ing the complete high-school physics course broadcast by educational 
station WKNO-TYV in Miah. In Meridian, the teachers associa- 
tion has engaged in the planning of programs designed to interpret 
the goals and methods of the Meridian public schools to its patrons. 

ississippi Southern College has produced a monthly TV program 
on a commercial station sar has explored possible moves toward a 
closed circuit network for the college itself. 

The Department of Adult Education of Mississippi State, with the 
cooperation of a local commercial station at Columbus, is peceonns a 
15-week course in American history. The program is designed to 
po an opportunity for college level students to earn 3 semester 

ours of credit while remaining at home, and to encourage adult 
eT about our country, its present problems, and its challenges for 
the future. 


MISSOURI 
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1 ETV stations on the air. 
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The VHF reserved channel in St. Louis was activated in September 
of 1954 and since that time KETC has provided an increasing number 
and variety of interesting educational programs. The station is 
licensed to the St. Louis Educational Television Commission, a non- 
profit educational corporation composed of various educational and 
civic organizations in the community. 

KETC’s services are being used by the public and parochial schools 
of the area to bring instruction into the iemsien (more than 92,000 
students) at all levels from the first grade through high school. The 
station’s facilities are also used to present college credit courses by 
two institutions of higher learning, St. Louis University and Wash- 
ington University. Moreover, this valuable educational facility is 
rendering a vital and important service to the community in areas 
that go quite beyond that of formal adult education training programs. 

Meetings of the board drafting a new charter for the city, and of 
the mayor’s committee on the building code, have been held in the 
studios of KETC so that citizens could follow and share the delibera- 
tions. Delightful children’s programs for after school are presented 
as well as informal presentations in art, history, and music. 

Telecourses have been presented in Missouri by the above-men- 
tioned universities as well as Missouri University and Stephens 
College in Columbia, Rockhurst College in Kansas City, and the 
University of Kansas City. The public schools in Kansas City are 
currently presenting school programing via a local commercial station 
and making plans for the activation of reserved channel 19. 

An extensive closed circuit system is located at Stephens College. 
By means of this installation the college teaches an interdisciplinary 
course required of all entering students. Currently, about 900 fresh- 
men at Stephens receive this instruction in 50 separate groups simul- 
taneously. The University of Missouri, Columbia, owns and operates 
station KOMU-TYV on nonreserved channel 8. 


MONTANA 
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In 1951, more than 20 educational, business and civic organiza- 
tions—including public school systems and institutions of higher 
education—supported the reservation of channels for education in 
Montana. 

In 1954, the Western Interstate Commission for Higher Education, 
the Joint Council on Educational Television and the National Citizens 
Committee on Educational Television sponsored a conference in 
Helena to consider various aspects of establishing an educational TV 
policy for the State. At that time Gov. J. Hugo Aronson urged the 
conference to carefully consider cooperative efforts between public 
and private organizations in an ETV program. 

While none of Montana’s reserved channels have been activated, 
Montana State College hopes to produce telecourses in the near future 
and Montana State University has only recently installed closed circuit 
TY facilities. During the academic year 1957-58, the College of Great 
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Falls produced televised courses for credit in world geography, 
litical geography, music, U.S. Government and the German 
anguage. 


NEBRASKA 
Educational area: Channel No. 
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1 ETV stations on the air. 


Lincoln’s educational station KUON-TV, owned and operated by 
the University of Nebraska, went on the air in November of 1954. 
With the financial assistunce of the Fund for the Advancement of 
Education, the station and the University of Nebraska produce a 
TV correspondence course for 29 high schools within a 60-mile radius 
of Lincoln. During the academic year 1958-59, 490 students were 
enrolled in credit courses in beginning and advanced algebra, general 
mathematics, physics, plane geometry, chemistry, art, American litera- 
ture, and Spanish. The station produces formal, instructional series 
as well as informal programs for adults and very young children. 

The University of Omaha has been telecasting over local commercial 
stations since 1953. Currently, the College of Adult Education of the 
University of Omaha is offering three credits in elementary English 
composition. Closed circuit TV instruction is used in the Nebraska 
Psychiatric Institute in Omaha. 


NEVADA 
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The geographical size of Nevada and its scattered population has 
placed certain restrictions on the State which are not found in other 
areas of the country. 

Nevertheless, educational institutions do hope to activate an edu- 
cational channel. In August of 1958, the Washoe County School 
District (Reno) petitioned the FCC to add VHF channel 11 to Reno 
and reserve it for education. The district’s petition states, in part, 
“In the light of the rapid increase in the use of educational T , we 
are convinced that there is a real need for an educational TV station 
in Reno, Nev. Insofar as we can determine at the present time, 
Washoe County School District anticipates the use of television for 
ae instruction in both day school and for adult education at 
night.’’ 

A pre eats from the University of Nevada stated, ““The 
community definitely needs the facilities of educational telecasting of 
programs for interests and concerns of both children and adults.” 

In November 1958, the Joint Council on Educational Television in 
Washington requested the FCC to add and reserve VHF channel 11 
in Reno in keeping with the FCC’s policy to reserve for education 
aa every community to which three or more channels were 
allocated. 


NEW HAMPSHIRE 
Educational area: Channel No. 
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As early as 1953, the New Hampshire Legislature established a 
seven-member educational television commission. In 1958 a New 
Hampshire ETV Citizens Committee was successful in its efforts to 
raise sufficient funds to match a financial grant from the Fund for 
Adult Education to construct an ETV station at Durham. This 
station, WENH, plans to be on the air early in 1959. 

Shortly after the completion of the fund drive for the station the 
Governor made the following statement: “I am proud of the way the 
people of New Hampshire and many of our industries and organiza- 
tions have given generously to make educational television possible. 
This may well be the most important step which has ever been taken 
to improve the educational process at all levels in New Hampshire.” 

A cooperative program of educational television for New Hampshire, 
Massachusetts, Maine, and Vermont has been outlined and educational 
station WGBH-TYV in Boston has offered its full schedule of programs 
for rebroadcast on New Hampshire’s new station. 

Meanwhile, some of the State’s public schools are utilizing programs 
broadcast by the Boston ETV station and Keene High School operates 
its own closed-circuit system for teaching general and college prepara- 
tory biology lessons to multiple classes. 


NEW JERSEY 
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In 1953, the New Jersey Legislature established a legislative com- 
mission on educational television and appropriated $75,000 for the 
State department of education’s experimental work in educational tele- 
vision, with facilities at New Brunswick: 

As early as 1950, Montclair State College, then Montclair State 
Teachers College, began planning for closed circuit educational tele- 
vision programs which were produced during the next 4 years. Some 
of educational television’s most important pioneering work was carried 
onat Montclair. On April 30, 1952, the college broadcast a full school- 
day of regular lessons on an ultra-high frequency channel to 13 schools 
in 2 communities. 

Rutgers University in New Brunswick has developed an enviable 
record of outstanding educational telecasts—more than 25 series of 
weekly programs over a period of 5 years—on station WATV in 
Newark. The ‘Rutgers Reports” have approached with authority a 
pee variety of subjects: Rea tar tranquilizers, politics, and 
abor-management relations. The programs have been recorded on 
film by the Department of Defense for showing to members of the 
Armed Forces at 23 isolated installations overseas. Princeton Uni- 
versity has been active in the production of programs dealing with 
atomic physics, music, psychology, and ancient Greek civilization. 
Princeton has also cooperated with the State department of education 
in experiments designed to use TV to aid language teaching. 14 

At the present time there is much interest in educational television 
among school administrators in New Jersey. The Bergen County 
superintendents and the Bergen County Federated Boards of Educa- 
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tion are interested in ETV experimentation and have collected money 
for this purpose. Superintendents in Essex and Monmouth Counties 
have established special television committees and are concerned with 
the utilization of programs now being broadcast by the New York 
State Board of Regents in New York City. New Jersey educators 
are also studying the possibilities of cooperation with noncommercial 
organizations in Philadelphia and Delaware to purchase and operate 
channel 12 now assigned to Wilmington. 


NEW MEXICO 


Educational area: Channel No. 
ANF ok oc dnsedvabndak iba dpecn odes anete edhe 44becbeane 5 
GU Sina sti pvibe oo in’ adhe man Udaee dene cd sneha tho Sits Oke e oo 8 
Base lewes LU EL ea CO POS i de 52 
TRICE. «5,0 tm > ¢ubh oo peninmebne seth igeaiaadiaiks ain seme aneivee eee 3 
SOAS TED och ay cre nto Leet ea aie dadeecnes selene et he Aerie DS ccd icel 9 
a 8 eiameipaedl nr qnastengiaped ren Fem bears erste! sty ee Bice Be soroneneaterct Mh "piston 10 


1 ET’ stations on the air. 


Before educational television station KNME-TV went on the air 
in May of 1958, the University of New Mexico was actively engaged 
in ETV work. Freshman classes in English, biology, mathematics, 
and anthropology were produced on the university’s closed circuit 
TV systems, recorded on film, and sent to eight cities (Los Alamos, 
Espanola, Santa Fe, Truth or Consequences, Taos, Belen, Socorro, 
and Gallup) where monitor teachers gathered with students to view 
and study the film. 

KNME-TY, licensed to the regents of the University of New Mexico 
and the Board of Education of the City of Albuquerque, now originates 
both formal and informal instructional programs as well as programs 
supplied by the educational television and radio center. College 
courses are presented as well as a credit course in high-school geometry. 
Locally originated programs include a medical series and ‘“The Town 
Crier,” the latter emphasizing interviews with cultural and_ civic 
leaders. Filmed programs include the Boston Symphony, ‘‘Changi 
Styles in Art,” “Uncle Wonders Workshop’ (for children), arid 
“Heritage.” 

Hlsowhate in the State, the Carlsbad Board of Education sponsors 
filmed programs produced by ETYV stations in other parts of the coun- 
try. The first educational institution to receive FCC permission to 
construct a TV translator station was the Truth or Consequences 
Municipal Schools, District No. 6 (in September 1958). The station, 
on channel 73, rebroadcasts programs originated at KNME-TYV in 


Albuquerque. 
NEW YORK 
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Since the reservation of 10 UHF channels for educational broad- 
casting, a number of State commissions and committees have studied 
ETY possibilities in New York. Following the report of such a study 
committee in 1955 the legislature appropriated $200,000 for the in- 
stallation of closed circuit facilities to experiment with television in 
the schools. Projects were begun at Levittown Memorial High 
School, at Hempstead, Long Island, and at the State Teachers’ Col- 
leges in Albany and Brockport. 

‘In 1958, the State education department received another appro- 
priation of $200,000 for similar closed circuit work, and $650,000 for 
the production of 35 hours of daytime instructional TV programing 

er week during the school year on commercial station IX in New 

ork City. The cost of leasing the time is about $225,000 for the 
academic year. 

Many different in-school series are presented, some for elementary 
classroom viewing, and others for secondary classes. Recent Ameri- 
can Research Bureau figures showed an average of 175,000 sets tuned 
to WPIX during educational hours. 

Also producing educational programs in New York City (on com- 
mercial outlets) is the Metropolitan Educational Television Associa- 
tion, a nonprofit ETV organization with offices and studios in the 
Carnegie Endowment Building. META, largely supported by foun- 
dation grants, also records many of its programs for distribution to 
educational TV stations throughout the country. 

In New York City’s Chelsea District a closed circuit installation 
links ,a public coer a housing project, a neighborhood settlement 
house and a health center. Sponsored by the Hudson Guild and the 
Language Research Institute, programs originating at seven locations 
in four, buildings bring lessons in health, English, Spanish, and other 
subjects to pupils at school and parents at home. The project is 
financed by a 3-year gift of $215,000 from the Fund for the Advance- 
ment of Education. 

Columbia University, New York University, and other institutions 
of higher education have produced much E V programing on New 
York City commercial stations. The NYU “Sunrise Semester” 
series (courses in such subjects as the classics, mathematics, govern- 
ment, and literature) on WCBS-TYV has attracted national interest. 
The NBC. network now produces the early morning course, ‘Con- 
tinental Classroom’’ (atomic age physics)—a complete physics course 
especially designed for high-school teachers. It is carried on 149 
NBC outlets with a total estimated audience of 270,000. About 
5,000 students are enrolled for credit (250 institutions offer the course 
for credit). 

In Buffalo some of the facilities of station WBUF (now off the air) 
have been offered to education and a committee is presently .explor- 
ing ways and means of using this equipment. The Western New 
York Education TV Association, Inc., has been active in this area 
for several years. ; 

The Rochester Area ETV Association, Inc., works with many dif- 
ferent cultural, educational, and civic organizations to plan educa- 
tional series for production on local commercial stations. Presently, 
three series in history, geography, and science are produced for in- 
school viewing. In November of 1958 the Joint Council on Educa- 
tional Television in Washington, D.C., requested the FCC to reserve 
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“drop-in” channel 13 for education. Since then, an impressive cross- 
section of institutions in the Rochester area (more than 40 organiza- 
tions) have supported the JCET’s petition. 

The Mohawk Hudate Council on Educational Television, composed 
of 135 educational, cultural and civic groups in the Albany-Schenec- 
tady-Troy area, has produced educational programs (several of which 
have received national recognition) on commercial stations in Schenec- 
tady since 1953. The council presently offers 6 hours of programin 
a week on an annual operating Retost of $24,000. A local saabendation 
station has offered the council broadcasting equipment valued at 
nearly $500,000 and the council will soon begin a fund drive to raise 
operating funds for ETV broadcasting on a facility of its own. 

There are nearly 20 closed circuit TV installations in the colleges, 
universities and public schools of New York State. . 


NORTH CAROLINA 
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1ETV stations on the air. 


The enthusiastic response to educational television in North Caro- 
lina is a result of careful planning on the part of those who prepared 
and produce programing on the single VHF channel reserved for 
education in the State. 

Station WUNC-TYV, licensed to the Consolidated University of 
North Carolina, has been on the air since January of 1955. The sta- 
tion represents three institutions, each of which its own TV pee 
duction studios: The University of North Carolina at Chapel ‘ 
North Carolina State College of Agriculture and Engineering in 
Raleigh, and Woman’s College in Greensboro, A TV mobile unit is 
also attached to the station. Each of the three studios is administered 
by a director of television who is responsible to the chancellor of the 
institution on whose campus the studio is located. 

In 1953, the State legislature established an ETV commission an 
appropriated $5,000 for its use. During the next 4 years an addition 
$18,000 was suprogrisied for the commission’s work and $215,200 for 
station operation during the biennium 1955-57. Legislative support 
continues to be strong. Beyond State support, the station has re- 
ceived funds from industry and private individuals. The station was 
established with a donated capital investment of $1,500,000 in cash 
and materials and the current operating budget is $145,000. 

Outstanding among WUNC’s wide variety of programing services 
to both children and adults is its current in-school teaching which 
reaches about 9,000 students in 27 school systems in various parts of 
the State. The lessons have also been broadcast for more extensive 
viewing by commercial stations WSOC-TV and WBTV, Charlotte; 
WLOS-TV, Asheville; WSJS-TV, Winston-Salem; and WCYB-TV, 
Bristol, Va. For this service, school systems contribute $140,000 
toward a total budget of $235,000 which covers teaching, special 
workshops, evaluation, and administration. 
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NORTH DAKOTA 
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The State board of higher education in North Dakota is presently 
exploring the possibilities for ETV within the State and it is expected 
that definite action will be forthcoming in the near future. 

The North Dakota Agricultural Extension Service has produced 
informative agricultural TV programs to assist in the work of county 
agents, and the University of North Dakota at Grand Forks has 
recently installed closed circuit television equipment which is used for 
television courses and for teacher training. 
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! ETYV station on the air. 


Ohio has two educational television stations already on the air 
two more due to be in operation in the very near future and plans laid 
for a statewide ETV network. 

Legislative action in Ohio dates back to 1953 at which time the 
pi arc appointed a legislative service commission on educational 
television. In 1955 the legislature enacted a section of the revised 
code to permit boards of education to make contributions to educa- 
tional television foundations ($50 for each $1 million of tax duplicate) 
for programs to be shown in schools. 

WCET, licensed to the Greater Cincinnati Educational Television 
Foundation went on the air in 1954, and WOSU-TV, owned and 
etn! by Ohio State University, began broadcasting in 1956. 

MUB-TV, Miami University in Oxford, Ohio, and WGTE, the 
Greater Toledo Educational Television Foundation, will be on the air 
in the early part of 1959. 

The Dayton Educational Television Foundation is exploring the 
possibilities of activating the channel reserved for education in that 
city, and in Cleveland the Adult Education Council is sherman! 
providing leadership in the creation of an ETV association which will 
represent all major civic, cultural, and educational institutions in the 
Cleveland area. 

In addition to these full telecasting operations, several other institu- 
tions, including Case Institute of Technology, Ohio University, and the 
University of Toledo, are conducting closed-circuit television projects. 
Many colleges, universities, and public school systems in Ohio have 
produced direct instructional credit courses and informal programing 
on commercial stations. Western Reserve University in Cleveland, for 
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example, has—since 1951—produced 33 complete courses for uni- 
marae credit plus hundreds of informal, adult programs on station 


The Ohio State Board of Education has tentatively approved plans 
for a $9 million educational television network to serve each school 
and college in the State. The board’s audiovisual committee has 
suggested that such a legislative proposal be made in conjunction with 
the Governor’s Committee on Education Beyond the High School 
and the Ohio Council on Educational Television. 


OKLAHOMA 

Educational area: Channel No. 
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1 ETYV stations on the air. 


In 1953, the Committee on Education of the Oklahoma State 
Legislative Council asked the Oklahoma State Regents for Higher 
Education to survey ETV needs and problems. Subsequently, the 
1953 legislature enacted house bill 1033, establishing the Oklahoma 
ETV Authority. In 1955, $731,000 was appropriated and the author- 
ity received donations of cash and equipment from commercial 
broadcasters in Tulsa and Oklahoma City. 

Station KETA-TV in Oklahoma City, owned and operated by the 
authority, went on the air in April 1956 and the second authority 
station, KOED, Tulsa, began operation in January 1959. Together 
these facilities will reach approximately 1,770,000 people in the State. 
It is proposed that the network will ultimately include stations at 
Stillwater and Norman. In 1959, Independent School District No. 89 
of Oklahoma City hopes to begin educational telecasting on station 
KOKH-TV—a nonreserved channel, but licensed to the school district. 
Short series and ake matter of interest to special groups will be 
telecast on KOKH-TYV, while programs of more general interest will 
be produced on KETA-TYV. 

uring the past school year, station KETA-TV produced direct 
teaching lessons in chemistry, trigonometry, physics, advanced 
algebra, and geology. Pupils in Oklahoma City schools and 70 
ditional schools in the State were enrolled. Oklahoma City schools 
now have over 650 TV sets in about 100 locations. During the 
evening hours, courses for college credit were produced by the Univer- 
sity of Oklahoma. 


OREGON 
Educational Area: Channel No. 
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1 ETYV stations on the air. 


In 1953, the legislature authorized the Governor to appoint an 
educational TV committee which subsequently recommended a 2-year 
plan to develop educational television in the State. The committee 
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was continued in 1955 and $5,000 appropriated for its use. In May of 
1957, the legislature appropriated $145,500 for ET'V to develop projects 
in both Corvallis and Portland. 

Eductional station KOAC-TYV, licensed to the Oregon State Board- 
of Higher Education, went on the air in October of 1957. The sta- 
tion’s programing serves five important oe of the area’s popula- 
tion: preschool children, in-school needs of boys and girls, out-of-school 
children’s'viewing, informal adult education, and formal classwork for 
the adult population. KOAC-TV has attracted national attention 
through the State’s experimental project in interinstitutional teaching 
by television. The station’s facilities are used to teach regular courses 
to students on four campuses simultaneously. Thus, combined classes 
from 700 to nearly 1,000 students are not unusual for courses designed 
for viewing at the University of Oregon, Oregon State College, Oregon 
College of Education, and Willamette University. 

These institutions also produce TV gouge as does Southern 
Oregon College of Education in Ashland and Oregon State System 
of Higher Educetion in Portland. In-school television series have 
been produced in Portland, Pendleton, and Eugene by the local public 
school «systems. In Portland, a local citizens committee and State 
eee agencies are well advanced in plans to activate reserved 
channel 10. 


PENNSYLVANIA 

Educational area: Channel No. 
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‘4 ET Y stations on the air, 


A leader in several phases of the educational TV movement, Penn- 
sylvania has two educational stations on the air—and a third will 
soon be in operation. Some of the most advanced experiments and 
demonstrations in the field of direct. teaching (on both broadcast TV 
and closed circuit), have been conducted in the State. 

Two,State actions in 1953 lent assistance to ETV in the early stages 
Governor Fine appointed an educational television advisory committee 
and provided it with $10,000 from the Governor’s contingency fund; 
the legislature ed a bill permitting local school districts to make 
agreements and participate in the operation of ETY stations. 

Station WQED began operations in April of 1954. It is owned and 
operated by a community organization representing business, educa- 
tion, as well as cultural and civic institutions. The station has pro- 
duced a great variety of excellent programs of both the formal and 
informal type: direct teaching and enrichment programs for children 
during school hours; high shoal and college courses for adults; the 
prize winning, ‘‘A Dancers World,” featuring Martha Graham, and 4 
series called “Heritage” which features Robert Frost, Walter Lippmann, 
Eleanor Roosevelt, Dame Edith Sitwell, and others. 

The demand for ET services in Pittsburgh has been sufficient to 
warrant the establishment of a second operating station, WQEX, 
which. will concentrate on programing services to the schools and 
special adult audiences. 
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Philadelphia’s ETV station WHY Y-TYV, in operation since Septem- 
ber of 1957, emphasizes school programing but aca addresses a genoral 
adult audience. Although the station operates on a UHF channel in a 
VHF market, public conversion to F has been encouraging. 

There are seven educational closed circuit TV operations in Penn- 
sylvania. The installation at Penn State University has been used 
in pioneering experimental work in TV teaching. Equipped with 
9 TV cameras, a film recorder and other modern facilities, the univer- 
sity currently teaches nearly 20 courses via T'V to classes ranging from 
44 to more than 400 students. 


RHODE ISLAND 
Channel Ne 
Baucational aren: PrOvidenes.. .-- -ks epecnbenencand-sesasnedscunetees 36 

In 1951, more than a dozen educational institutions in Rhode 
Island went on record with the FCC favoring the reservation of a TV 
channel for noncommercial, educational broadcasting. The State 
board of education subsequently made application for a construction 
permit to build an ET'V station on reserved channel 22 in Providence. 

In 1954, Governor Roberts established an advisory commission on , 
educational TV and appropriated $5,000 for its use. In 1955, the 
legislature authorized the creation of an advisory commission of 20 
members to be appointed by the Governor, which would confer with, 
advise, and made recommendations to the State board of education in 
the construction, operation and maintenance of a State-owned 
ETV station. Also in 1955 an appropriation of $150,000 was approved 
for the construction and operation of a station. 

Meanwhile, a number of institutions are producing educational pro- 

ams on commercial TV stations. ‘Perspectives and Closeups,” 
eaturing two University of Rhode Island professors on WPRO-TY, 
examines history, political science and current events. ‘A Prospect 
in Literature” with Brown University faculty is presented on WSAR-— 

.. Also on this station is a Providence Public Library series en- 
titled “Once Upon A Time,” designed to stimulate reading and 
learning among youngsters. 

The recent organization of the Citizens Television Council of Rhode 
Island marks an effort by a number of organizations in the State to 
take a greater interest in local TV and to promote, when possible, 
more cultural and educational TV programs. 


SOUTH CAROLINA 


Educational area: Channel No. 
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In 1953, the legislature authorized a committee to study the feasi- 
bility of developing an ETV project. .In 1958, the committee recom- 
mended an experimental instructional television project for 1958-59. 
The recommendation stated, ‘The use of television in educational 
programs has great possibilities in meeting the teacher shortage, and 
not only will supplement and enrich the program, but will perform 
certain functions heretofore performed by teachers and what is even 
more important, it will raise the level. of teaching * * * Further, it 
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can make superior teaching available to more students right in their 
own homes and will provide the opportunity of education to many 
who otherwise would miss it.” 

The legislature appropriated $120,000 for this pilot closed circuit 
TV project which began in September of 1958 at Dreher High School 
in Columbia. Two courses, one in geometry and another in French, 
are taught to about 300 pupils. A special course in techniques of 
television has also been inaugurated by the high school. 

York County schools have begun to participate in the direct, instruc- 
tional lessons produced by ETY station WUNC in Chapel Hill, N.C., 
and this in-school viewing may be expanded with the assistance of 
commercial stations in South Carolina. 

In higher education, the University of South Carolina has produced 
a TV course in music for which certificates of accomplishment may be 
earned by registered students. 


SOUTH DAKOTA 


Educational area: Channel No, 
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In 1953, Governor Anderson invited more than 70 organizations to 
send representatives to South Dakota’s first workshop on educational 
television held in Pierre. In 1954 the Governor appointed a 17- 
member committee on educational television. The same year the 
committee recommended that the legislature appropriate funds for 
an engineering study and that educational institutions be encouraged 
to experiment with closed-circuit TV. In 1955, $17,500 was author- 
ized_by the legislature for the installation of closed-circuit equipment 
at the University of South Dakota. 

Televised lectures via the closed circuit at the university brought 
the following response from students: the lectures were more effective 
for 61.4 percent of the students and less effective for 11 percent; 26.6 
percent noticed no difference. 

Augustana College, in cooperation with Midcontinent Broadcasting 
Co., has offered college courses on three commercial facilities in the 
State. The first course, “Classes in the Classics,’’ was broadcast three 
times weekly and offered 3 hours of credit at the college to those who 
successfully completed the course. 


TENNESSEE 
Educational area: Channel No. 
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' ETYV stations on the air. 


State legislative support for educational television in Tennessee 
dates back to 1953 when an ETV commission was appointed. Be- 
twéen 1953 and 1955, $15,000 was appropriated for the commission’s 
use. In 1957, the legislature appropriated $100,000 each year for 
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ETV during the biennium. Of the total amount, $50,000 each year 
has been reserved for the continued operation of station WKNO-TV 
in Memphis. The remaining $50,000 has been earmarked for the 
next ETV facility in the State. 

WKNO-TYV which went on the air in June of 1956 is owned and 
operated by the Memphis Educational Television Foundation. The 
foundation is an organization of prominent citizens in Memphis in- 
corporated as an institution to serve the educational needs of Memphis 
and the Midsouth. Generous financial support for operational ex- 
penses has come from PT4A’s, Junior League, and the Council of 
Jewish Women as well as business and professional groups. 

WKNO-TYV produces programs for both adults and youngsters 
which have met with enthusiastic response. One programing service 
which has attracted national recognition and international interest 
is WKNO’s literacy series, designed to teach the estimated 50,000 
illiterates in the immediate area. At arecent meeting of the Southern 
Regional Education Board, the board approved a motion by Gov. 
Frank G. Clement of Tennessee that “we officially go on record. at 
this meeting urging the expanded use of television as a teaching aid 
where and whenever practical within the view of local and State 
authorities, with a view to more cooperative action among States, 
if possible.” 


TEXAS 

Educational area: Channel No 
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! ETYV stations on the air. 


The Nation’s first noncommercial educational television station, 
KUHT, operated by the University of Houston, has been on the air 
since May 25, 1953. A sample listing of some of KUHT’s recent 
programs includes telecourses in accounting, biology, mathematics, 
psychology, mythology, and physics; “Music for oung People” ; 
‘Humanities in a Free Society”; “Your Texas Wildlife”; ‘“Stereo- 

honic Interlude’; ‘“‘The Children’s Corner”; and “Before There 

asa U.S.A.” The station operates on a budget of about $100,000 
annually, and each of the three local commercial stations donates 
$10,000 yearly toward defraying costs. 

The Area Educational Television Foundation in Dallas expects to 
activate channel 13 in May 1959. The foundation has received 
financial support from local and national philanthropic organizations 
as well as from educational institutions, civic groups, and local 
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business. The objectives of the station will be to furnish a nonprofit 
and noncommercial ETV broadcast service to portions of Dallas and 
Tarrant Counties and adjacent areas of north Texas, and to make 
available to the educational, scientific, civic, and cultural institutions 
willing to provide suitable TV programs, the necessary physical 
facilities and operational staff. 

Eighteen commercial TV stations throughout the State a 
teacher education series entitled ‘“Texas Curriculum Studies.”’ Mote 
than 10,000 Texas superintendents, teachers, and lay citizens in more 
than 300 school districts are registered for this course. If offered a 
teaching position, any graduate of an accredited 4-year college who 
enrolls in the telecourses at 1 of 47 cooperating colleges and universities 
is eligible to begin teaching on a special permit. 

Plans for the activation of more ETV channels are being made in 
several parts of the State. Telecourses have been offered by the 
following Texas colleges and universities: University of Texas, East 
Texas State, Southern Methodist, Pan American, University of 
Houston, Odessa, and Baylor. 

Closed circuit TV systems are found at iy University (College 
of Dentistry and School of Medicine), Amarillo College, University of 
Texas, and Texas Western College. 


UTAH 
Educational area: Channel No. 
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1 ETV stations on the air. 


The University of Utah is the licensee of ETV station KUED which 
went on the air in January of J1958. The cost of constructing the 
station was $304,000. Of this amount, $100,000 was derived from 
the Uniform School Fund (board of regents), $100,000 from the Fund 
for Adult Education and the remainder was in the form of existing 
land and buildings. 

During the first year, the station operated on a Monday through 
Friday schedule, broadcasting between the hours of 9 a.m. and 10 p.m. 
A large range of educational programs for children and adults is 
presented. College credit courses in such subjects as English litera- 
ture and the Russian language are a regular part of ET'V broadcasting 
on KUED. 

The Utah Educational Television Foundation, organized in 1953 by 
a group of educators, including the three major universities in the 
State, the Salt Lake City schools, and the State Department of Public 
Instruction, began the drive for station activation. Since the Uni- 
versity of Utah received the license to operate channel 7, the founda- 
tion (which now represents a great many cultural and civic organiza- 
tions) has been eerignet the role of coordinating and satisfying the 
programing desires of groups interested in the use of the station. The 

oard of regents has agreed to give the foundation the duty of allo- 
cating time to allow fair usage of the station. : 

Commenting upon the station’s opening, the Salt Lake City Tribune 
stated editorially: ‘The value of a noncommercial educational station 
is that it can present worthwhile programs for limited audiences and 
be unconcerned over viewer ratings and profits. The Tribune wishes 
KUED success of the kind measured in terms of service.” 
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VERMONT 
Educational area: Channel No. 
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In 1954, the legislature established a special educational television 
commission consisting of both educators and layment, and appropri- 
ated $3,500 for its use. The following year the commission recom- 
mended consideration of the tristate television plan (Vermont, Maine, 
and New Hampshire cooperating in the construction and operation 
of an educational television station). Subsequent legislatures have 
continued the commission. 

A series of lectures entitled ““T'V University” has been produced 
on commercial station WCAX~TYV in Burlington by the University 
of Vermont. The course, devoted to modern literature, is University 
of Vermont’s first, and viewers who follow it may obtain a course 
outline and syllabus from the university. Since 1955 approximately 
75 university faculty and staff members have appeared on a series 
entitled. ‘Living and Learning” to discuss a wide range of important 
subjects on the same station. 

Beginning in September 1958, WCAX-—TYV has also made its facilities 
available to broadcast ‘“‘TV School” 5 days per week. ‘The series is 
ean: by the State department of education. Gov. Joseph B. 

ohnson made the following statement on the opening day of the public 
school series: “I believe the best possibilities for use of television for 
educational purposes are so'significant that it is certainly a step forward 
to have a program of this nature. I know that the schools of Vermont 
will benefit from this service, and I hope the idea may be expanded 
in the not-too-distant future.” 


VIRGINIA 
Educational area: Channel No. 
POR Ni one ip cng ti pedsiotnethte cus pedvubabedoainnanne 60 
Ciemeiaetrvig 2 tt 8 i 2 Ue Oo ee Se eee 45 
Norfolk-Portsmouth-Newport News_...........-.-.---.--.-.----.- 21 
RaOOE | 55 oii am cased bistle eb dee déins Kise obs qskeien-80-<< 23 
RU LO hn he I Ea gn 33 


A number of local and statewide o izations representing edu- 
cators and laymen have been actively exploring educational TV 

ssibilities since the five UHF channels were reserved for Virginia. 
n 1958, the Virginia Educational Television Association, operating 
under a State charter, announced a four-phase plan of action: (1) the 
continuation of the present sponsorship of ETV programs over existing 
commercial stations, (2) the association will build and equip its own 
studio for the production of programs relayed to commercial stations, 
(3) begin ETV broadcasting operation on a reserved channel with 
programing limited to in-school and direct teaching, and (4) the addi- 
tion of broadcast programs for general public consumption. 
_ Charter members of the corporation include representatives of 
institutions of higher education, public and parochial school systems, 
cultural, civic, and religious institutions aad the public at large. 

In January 1959, Delegate John C. Webb, of Fairfax, presented an 
educational TV report to Governor Almond with the suggestion that 


the Governor appoint a commission to study the possibilities in 
Virginia. 
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Much educational TV programing is presently being carried out on 
commercial channels in various parts of the State. To mention a few 
projects: in-school, direct teaching (Spanish, science, history, and 
geometry) by the Norfolk public schools; in-school instruction in art 
produced by the Richmond school system; the “Schooltime’’ series 
produced by the city of Roanoke; Virginia Polytechnic Institution 

roduces agricultural films for television, used widely throughout the 

tate; college credit courses (astronomy, geology, physics, and chem- 
istry) produced by the College of William and Mary in conjunction 
with the Norfolk Division of Virginia State College; Virginia school 
systems in the vicinity of Washington, D.C., participate in the in- 
school science programing originating in the Nation’s Capital; school 
systems in the Salisbury, Md., area participate in the tristate, in- 
school, Delmarva ETV project which produces daily lessons in music 
and science, originating in Salisbury. 


WASHINGTON 
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1 ET stations on the air. 


The first ETV station in Washington (KCTS-TV) went on the air 
in December of 1954. Owned and operated by the University of 
Washington and constructed at a capital expense of slightly more 
than $400,000, the station derives operational funds from the Uni- 
versity, the Seattle Public Library and 14 King County school dis- 
tricts. The schools make annual contributions consisting of $1 per 
pup nd year for which they receive direct programing services. 

CTS-TYV produces lessons in Spanish and Russian as well as art, 
speech, and safety. Typical evening programing includes such sub- 
jects as mountaineering, Pacific Northwest history, unusual uses of 
electricity, and a filmed concert by the Boston Symphony. 

In 1959, Washington’s second ETV station, KPEC-TYV, will be on 
the air. Licensed to the Clover Park School District No. 400 of 
Pierce County (Tacoma), the station expects to be on the air 6 hours 
a day, Monday through Friday. Clover Park, a technical school, 
will operate this TV facility in order to serve the dual purpose of 
providing vocational training for operators and technicians and, at 
the same time, aid the educational program through broadcasts to 
classrooms. The total construction cost of this station is estimated 
at about $58,500. 

WEST VIRGINIA 


Educational area: Channel No. 
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None of the UHF channels reserved for education in West Virginia 
have been activated but there is considerable TV production (via com- 
mercial stations) carried on by various educational institutions in the 
State. 

A recent Concord College course on consumer problems in Athens 
drew an estimated audience of 60,000. Morris Harvey College has 
been producing TV credit courses since 1954. Through such courses, 
hundreds of teachers have been able to renew, upgrade, or reinstate 
their teaching certificates. Other hundreds have taken them for col- 
lege credit and then returned to college to finish their degrees. In 
Charleston, the Junior League has produced programs to enrich the 
West Virginia elementary history and music classes. 

For 4 years, viewers in Huntington have watched “The Camera 
Goes to School,’ a series promoting better public understanding of 
educational needs and processes. In Wheeling, three colle alt - 
nate in presenting programs for adults on the series, ‘“T'V College.”’ 


WISCONSIN 
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1 ETV stations on the air. 


Two educational TV stations are in operation in Wisconsin: 
WHA-TYV in Madison, licensed to the University of Wisconsin, and 
WMVS-TYV in Milwaukee, owned and operated by the Milwaukee 
Board of Vocational and Adult Education. 

In 1953, the legislature appropriated $75,000 for an experimental 
television operation at the Univeteity of Wisconsin. -TV has 
been on the air since May 1954, producing programs for in-school 
viewing, telecourses, and informal adult series in art, music, and 
literature. 

WMVS-TV, operating on the single VHF channel reserved for 

education in the entire State, went on the air in October 1957. In 
1954, the vocational and adult. school. installed a complete closed 
circuit system to train students in television engineering and produc- 
tion. The Milwaukee School Board contributes to the operation of 
the station on a per pupil basis. Courses telecast for the schools 
include history, biology, general science, health, and safety. In June 
1958, the school board voted to equip all Milwaukee schools with 
TV receivers. 
_ The State radio council has cooperated with WMVS~-TV in produc- 
ing adult programs. A notable series was ‘“Many Faces of the City” 
which concentrated upon the major social problems of Milwaukee. 
World news receives careful analysis on the station, and telecourses 
for adults are also broadcast. 
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Educational area: Channel No, 


The University of Wyoming produces one weekly county agricul- 
tural agent program and a regular, weekly home demonstration agent 
program for people in a four county area—originating on a commercial 
station in Cheyenne. Another county demonstration agent program 
is produced over a commercial station in Casper, reaching another 
four-county area in the center of the State. Another program series 
of a similar nature has been broadcast by a TV station in Thermopolis, 
covering a five-county area in the northwestern portion of the State. 

Each of the agricultural and homemaking programs produced by 
the Wyoming Extension Service emphasizes “how to do it”? demon- 
strations, highlighting new procedures and practices. Agents and 
specialists involved in television planning and production have at- 
tended workshops conducted at the TV stations by a TV specialist 
from the Federal Extension Service of the U.S. Department of Agri- 
culture; county agents consider the programs a valuable supplement 
to their work. 

A University of Wyoming subcommittee is presently surveying the 
possibility of using closed circuit TV as a teaching tool on the campus. 


U.S. TERRITORIES AND POSSESSIONS 


HAWAII 
Educational area: Channel No. 
I oer crnsoeinsiusicessiapidninesanch diatinisbadtnahiniven uinlaienmricines eas Adalat 8 
NE I nie ipiaildnlaindenine canines ercnsrittiidiieiniiifainincneitatieinaie adds 18 7 
WEG, DOOG. gow onc canccsccecpen nde Ue. «tale 10 
I egies wronesrine tinea a iiliiiliibiaiatitlticmae SS 4 


Although the channels reserved for education in Hawaii have not 
yet been activated, a large number of educators and laymen have been 
exploring the possibilities. A Hawaii Citizens Committee for Edu- 
cational Television, has been formed. At a conference on educational 
television called by the Governor, 425 persons representing 101 organi- 
zations discussed various aspects of educational programing and made 
recommendations concerning next steps. 

The University of Hawai has produced some experimental ETV 
programing on a commercial station in Oahu and there is every reason 
to believe that this work will be expanded in the future. 


PUERTO RICO 


Kawentioneli asen;.Sen Juans... Jon uiisd dshses wk Jenene menews ss 6 
1 ETY stations on the air. 


In addition to operating WIPR-TYV, the educational TV station in 
San Juan, the Department of Education of Puerto Rico will soon be 
broadcasting noncommercially on channel 3 in Mayaquez. The addi- 
tion of a second educational television facility will make pee total 
coverage of the island. The first station was established at a cost of 
$500,000. 

The following excerpt from “The Master Plan for Education m 
Puerto Rico’’ prepared in 1953 and included in the Office of Educa- 
tion’s application for a TV construction permit, reflects the govern- 
ment’s thinking as it moved toward the development of ET'V facilities 
for the island: ‘Perhaps the greatest challenge to nonschool education 
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between now and 1960 is the mastery of television as a means of im- 
parting socially useful concepts. We know that television has a 
greater impact upon its audience, as measured by subsequent changes 
in behavior, than has ever been available before for the amount of 
human effort employed.” 

Puerto Rican ETV programing combines learning, entertainment, 
news broadcasting, ak satiate. Direct instruction is broadcast with 
outlines, texts, examinations, and credits in mathematic: and science 
at the high school level. News programing covers the local and inter- 
national scene with commentary and analysis. 


Apprenprx III 


Educational television channel reservations, January 1959 
(86 VHF, 171 UHF; total 257] 


Channel Channel 
Educational area No. Educational area No. 

Alabama (7): Georgia (5): 

WR cw k oteendaes 2 thens_.____- Se eo eee 8 
re soi BAe ee 56 SRG So Se ee 30 

*Birmiaeaat os - ne oa 10 CEL. 6 co ose eee 34 
Re ee 42 MO. oo Lee 41 
ety, hie saaline a aie: "7 SOVGRNS | S.-i l~ 9 

he. Lt a nce . 

Uaiventty: 2252... nee 74 Basho Gi; eRe tie = So 4 

Arizona (2): afic Maseow.ncc--cncldcosasiuen 16 

oS al ek tee cee : 
Tueson OME AE oo bn SOW ae 6 Illinois (7) . 

Arkansas (3): Pe scm 160 Soe ae 7 
Fayetteville... -------.-.<- 18 ae tian Tithe ames unt entsdeme ss 2 +e 
Past Geo oo 6c ce 16 D K b eesled -nsesulPeuulse. 67 
ra ee... nt amasiede 2 Mc I i ; towels 

California (8): P oline. ( avenport, Lowa.) 37 
Pe ee 18 Roekfor econo eae 45 
lon Nee. «~~. ne 28 Rock ce te gga Fe eee 
Gaeeate = = 6 came} - ( avenport, 
San Bernardino... ..-.-...=- 24 ae 
Pa ee a ane 15 ‘ Springfield _-__--..----------- 66 

*San Francisco-Oakland___. .-.- 9 | Indiana (9): 

Sees... ...<s- anche 54 Bloomington __---.--_--_...-- 30 
RN 8 oO 42 RR pag yp penal 9 

Colorado (4): ale Ws... 2 --oateemenn 27 
| La IS pa ie: Pe 12 Gary --- -- ecg s=< Oe ee 66 
Colorado Springs_._......-..- 17 le 20 

WEN ee 6 i ooo. aaa 47 
Pug ys nea 8 Se ee 71 

Connecticut (3): South Bend-Elkhart______-.. 52 
Brmmeeeers. oo Sore aye al eee Gees 22 Se See 57 
tere. oo ee a 24 | Iowa (6): 

Norwieh. = 2 5.452+-+5--n2tea 63 Cedar Rapids___. kane ta a0 

Delaware (1) : Davenport-Rock Island, _ and 
Wilmington__--.-.-----...--+ 59 Monee In... .....- shi aie 30 

District of Columbia (1): thn Sieleee ae AS 
Washington - - - -.-.-...--.--- 26 nie ee 12 

Florida (9): Sous Clty. -.. 52 ousuemntl-« 30 

*IMOVENN, — So. ~~ <<ene<nnstet 5 iin eee 29 

*Jacksonville. =<. J. ci. .no 7 Kansas (4): 

TE Nee oe ae - ae eat “ 
eran eo me ae 4; =awrence...----------------- 
Pameeis CRY ca nstesnae 30 Manhattan ------.--..------- 8 
elias doe onset 21 Topeka. -..-.~------+------ 48 
Tallahassee...______--.------ 11 Wichite....-.-..--.Js0.+4-- ee 

*Tampa-St. Petersburg ---_-- --- 3 | Kentucky (1): . 
West Palm Beach. _____._._.- 15 ee ate eee 15 


*Educational stations on the air. 
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Educational television channel reservations, January 1959—Continued 


Channel Channel 
Educational area No. Educational area No. 
Louisiana (4): New Mexico (6): 
RR TO. sce siciimesenineal 34 *Albuquerque._...--..-<.-.._- 5 
TR oo os hatin we ad 14 Ne ere oo reo ania ee 8 
*New Orleans___.........----- 8 Wer hs eee. SSSA SR 52 
*MMoenroe ss .2. Jie LU Ulett 13 MOONE S56 QU Bi AL 3 
Maine (3): ONE FR ois scans ations aonb 9 
I ie 16 EO CE nok Ll atewa nena 10 
RU ae 12| New York (10): 
Puree: . oot eee 47 Albany-Schenectady-Troy - _-_ -- 17 
Maryland (1): Dinwentoes iio. os ks 88 46 
POs 406 nc nse od 24 Buffalo-Niagara Falls__._-_.- 23 
Massachusetts (3): i ae 14 
NG AN. as es cust o ee ee 82 ME Ga ee 66 

PENN ee soc eas 2 New York____.--.- eee id 25 

North Adame... .... 5 scusaeee 80 Poughkeepsie. __..........--- 83 

Michigan (12): ON, os 2.0 oo 8s asim 21 
EOE. oicnelm tis ene tcediniiielien 11 I i a wien einer eiiiin 43 
nt REO... . ..secsenment 26 ES. onan +o aden 25 
me Oe 52. fuses. cd cae eee 73 | North Carolina (8): 

PENN ee So oe ee 56 a us nw cgi e da ee 56 
Mesanabess- ois Si cccnannsce 49 OC TAO | sds on sticnsnnenn 4 
oe aeaiaats 22 0 tia estate nih gaa he 42 
a MMNEEES... 2. ¢0 encase 17 BD icwa sake ws a caieaite 40 
EEE pie ipcpae tied 25 CO CY....... .- 5. <aecknnnee 51 
Kalamasoo..... 22.2 526s .. 74 ME ESS oon cen 22 
Marquette. «......6c6008P 2k. 35 PIR ss ame nas 35 
Sault Ste. Marie. _-....------ 34 Winston-Salem_____._...._-.- 32 
Traverse City.........<ii- sis 26 | North Dakota (6): 

Minnesota (2): GR Joe aan awe 24 
Duluth-Superior, Wis_-.-..--- 8 SPADE aie ~ i diten kee orn 17 
*Minneapolis-St. Paul. -_....-- 2 Se i. + cenner sane 34 
Mississippi (5): ne Ferns ooo cckween as 2 
BON sno wce Cl ost) daie le, Ad ee ore de ee 6 
MINN os oie perdi a a 19 I ck os bie ee een 34 
Meridien... tduiieui, 36 | Ohio (8): 
State College. _........-...-. 2 ROR. SF Stak, oi ee 55 
Liniversity .....-..<-ucemsless 20 EON oo ss - naa cote 48 
Missouri (4): nn 25 
maeees Cy... ._.-- 40s cee 19 ETN ok te 34 
Oe LSB: 36 TNS cu ek eee 16 

WE Ree DS fis eae 9 Se ee 14 

Springeld. 2... 5. cea oes 26 Steubenville. (See Wheeling, 
Montana (6): W. Va.) 

NN oo: «0 == = hein ier il cies <<o<emett catamaran 30 

meee. ooo. geeaaee 9 Bowling Green..__-..-...--.. 70 

Sie aria se eines seat TT 7| Oklahoma (7): 

Great Palla. iu ce ese 23 a tae eae a eae 27 

Pees Oley... dedb oneness 6 5.5; ow ccniehe Shine a 28 

mee oS 2 Aas 11 DONG As Sc 45 
Nebraska (2): UR its cote > Se ae 37 

TLAROOs onion o Fi. RL. 12 *Oklahoma City. -_......-..--... 13 

Ome... 2h CAA. 16 I 6 cis os dom sh eam eee 69 
Nevada (2): RR oer i Ss ee ll 
Bee VOM. 6ccgicsccbaasemben 10 Oregon (3): 
Wie db ss er 21 eee 7 
New Hampshire (2): OI, 366 os. ie ks ae eee 10 
Bhatt. 6 sininrees Oo a tsb 11 SEES aie a ie hoe yd 18 
POWER Sn ciara cc ceccuthcatd 27 | Pennsylvania (5): 
New Jersey (6): aie 41 
MOONEE inna nc adiddastemad - 69 WISTS oo. ie 35 
Carin. . CaS lik. i asleee i '- 80 Paierwh. ses oe 13 
Presta. oc. << - un nbidelac 74 Pisin: . iis. ee 16 
PNONGON ._... ... wise kchee 70 ate Cees. 2k i hee 48 
ReOmteair nse nten de 77 | Rhode Island (1): 
New Brunswick........------ 19 piemee. eS Ee 36 


* Educational! stations on the air. 
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Educational television channel reservations, January 1959—Continued 


Channel 
Educational area No. 
South Carolina (4): 
CEES .. « « «~ < oneeeaee 7 
Cham 8 eee ee 68 
(RR Rec ee 19 
CIID 50. cs scan = eee aia 29 
South Dakota (4): 
i ko wciinn ang et acend S 
ee ie en eae 22 
NS oi. ores 44 
WOES oo5 Codon cs wee 2 
Tennessee (8): 
Chattanooga....--..-......-- 55 
ES: ee eee 69 
ll A LS 77 
pc ee eee so a ee aan 
Bg REED LE 11 
CR oon gt av a nntadae 10 
PEE Sk on woke 2 
eee... eee 2 
Texas (18): 
Bes Sis oid oi ono ae 2 
Austins eweews o. . 2 2 8 70 
Beaumont-Port Arthur____-__-_- 37 
College Station_____--___--- .. 48 
Corpus Christi-_-- - ----- Led 16 
De iaetes dekrest dot. 13 
Demeter. 2. oe et 2 
pO asa ee: 
i ns 26 
oe ino a mal 47 
Siieusee se wort... - . k. s 
ne ae we tan 15 
LAMeOs tex ot. 2. 5 20 
EE fe on 2 nk co <n ae 23 
Sem meee... uk... 9 
Texarkana Re 6 ee ae 18 
a a aay 28 
Wichita Falls. __- Re. 2524 . 16 
Utah (4): 
Logan... -. oat . aan 
er on sm 5 asso waka arden 18 
Br oo wee eee 28 
*Saltimke City.) ---..-..-<-- 7 
Vermont (1): 
Burlington - - - - --- . 16 
Virginia (5): 
I oi cca oni dae 60 
Charlottesville___......._.--- 45 
Norfolk-Portsmouth- Newport 
WO aes a's \, ovals Gantmameeiee 21 


*Educational stations on the air. 
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Channel 
Educational area No. 
Virginia (5)—Continued 
ie ieee 23 
pO eb GRE ae 33 
Washington (10): 
ey ee ee 65 
Kennewick-Richland-Pasco.___ 41 
Omak-Okanogan____-_____. ~<a 
sino witkcid cs gutta Se 10 
Riedl 506: 5 otruiciae He Src 9 
Soultett oo. se ena 7 
TN tem otaitiecnnss Aatenbednns « << 56 
Wealla-Walle..i...).. 2 4s 50 
gait pages ete 45 
Yakima aurlis 3c HN cow sw. AS 47 
West Virginia (4): 
KJRRUOONND seturasies . =. ks 43 
Huntington___________.._- ok ae 
NE i dn on ominnend 24 


Wheeling-Steubenville, Ohio___ 57 
Wisconsin (11): 


PON 3 RE ICES imate alin 
Sn... oS swan ala 
Bae Oleive.. x. 5. eeeew. 2 228 19 
La Crosse. ......--. <insuiinata aetna 32 
WEES ic. anak ha keene 
ee 38 
*Milwaukee..........-.  deaiedinda 10 
Par’ Pale. : ces pig er tg 18 
Richland Center_________-._- 66 
Fee 30 


Superior. (See Duluth, Minn.) 
We. Socks <b dee 


Wyoming (1): 
SRG 6c nia carion cove ok ie 8 
Alaska 
io inate a Ue 
ER... ..'=.- nein ian 9 
ees... a = a, aS 3 
Pee AS... 5 ce 9 


U.S. TERRITORIES AND POSSESSIONS 


Hawaiian Islands (4): 
Lihue, Kauai _ - 
Honolulu, Oahu_- vale 
Wailuku, Maui_-_-_--_-- ie 1 
Hilo, Hawaii__- Es : 

Puerto Rico (1): 

*San Juan______-_- ee = ee 


LOCATIONS 


Educational Institution 


and 
Office or Departaent 
responsible for 


TV operation 
ALABAMA 


University of Alebans 
University 


Departaent of Radio 
and Television 


Broadcasting Services 


West Phoenix High 
Physics Departaent 
Phoenix 


Arisona State College 
Radio-TV Bureau 
Tempe 


University of Arisona 
Radio-Television Bureau 
Tucson 


CALIFORNIA 


Carlsbad Union Schools 
Principal of Pine Aveme 
School 

Carlsbad 


Compton College 
Cinema Department 


1111 East Artesia Blvd. 
Compton 
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APPENDIX IV - Closed Circuit Television Installations in 
Educational Institutions 
WATURE OF CLOSED CIRCUIT TELEVISION FACILITIES 
Origination Equipment Reception Other 
Points Points Equipment 
Taage Vid- ila 
Labs Orth. icon and/or Labs TV and 
Stu- Class and Cam- Cam- Slide Class and Sets, 
dice rooms Other eras eres Chaing Bldgs. rooas Other Total Comments 
i 1 ~ ~ 2 1 - - - - Studios also used for Alabama 
ETV network (stations WAIQ, 
WBIQ, WTTQ). 
2 ~ > 3 - 1 3 5 - 10 Kinescope recorder and rapid 
processing equipment. 
| 
1 2 elrm-labs ~ 2 - 1 2 > ~ Two way video and sound 
| provided. 
1 ~ ~ - 1 i 1 2 ~ 6 Limited operation this year; 
expansion planned. 
1 ~ - ~ 2 1 1 - - 2 100-seat balcony in studio 
used for reception. 
extension to 5 other buildings 
with 20 classrooms; small 
| mumber of portable TY sets to 
} be used; extra camera for 
| remote originations. 
1 - - |- 2 - 3 1h - lk Remote control enables teacher 


to pan, tilt and focus camera 
without help. Hope to extend 
to 2 more schools and add 
film/slide chain. 


System uses films only, especi- 
ally prepared. 
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USES OF CLOSED CiROUIT TELEVISION FACILITIES 





___ Subjects Taught by Closed Circuit Television __ Courses in Television 
Course Title Grade or Number Other Uses of 
or acadenic of 
ee eS 





Facilities not used for instruction by closed circuit TV, but 
used as laboratory for courses in television techniques; tele- 
vision production and directing; educational television 
production; problems in educational television. 


50 These courses are a closed circuit experimental project. 


Facilities used principally to produce programs for broadcast 
over the network. Available from Univ. of Alabama Study and 
Planning Committee: studies of closed circuit teaching in 
English, accounting and mathematics. 


General Biology 10th 126 Instructor sees and hears svudents in the remote roca. 


Drawing 1-4 530 Seminar in 
Elementary Science 1-b 530 
Geography 


Psychology 31 (general) Freshman i) Pilot class, spring of 1958. 
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LOCATIONS 


Educational Institution 


and 
Office or Departaent 
responsible for 


TV operation 


CALIFORNIA (continued) 


Los Angeles City College 
tal > 


Educational TV, Divi- 
sion of Extension and 
Higher Education 
Los Angeles Bd. of Educ. 
Los Angeles 


Los Angeles Valley Jun- 
ior College 


Experimental Programs- 
Educational TY, Divi- 
sion of Extension and 
Higher Education 

Los Angeles Bd of Educ. 

Los Angeles 


University of Southern 
California 
Departaent of 
Telecommunications 
Los Angeles 7 


San Diego State College 
Dean, CCTV Committee, and 
Speech arts Department 
San Diego 


College of Physicians 
and Surgeons, School 
of Dentistry 

Alumni & General 
Administration Offices 

San Francisco 


John A. O'Connell Voca- 
tional High School and 
Technical Institute 

Adult & Vocational Dept. 

2lst & Harrison Streets 

Sea Francisco 


Tage Vid- File” 
Labs Orth. icon and/or 
Stu- Class and 


ios rooms Other eras eras Chains Bldgs. 
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Origination Equipment 


Cam- Cam- Slide 





censor acess 


Sets, 
Total 


15 





NATUWE OF CLOSED CIRCUIT TELEVISION FACILITIES 


Other 
Equipment 





Push button control enables 
instructor to change cameras 
at will. Details on 


Kinescope Recorder. 


New installation. Education 
Division has separate, 
additional vidicon camera. 
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USES OF CIRCUIT TELEViSiON FACILITIES 


Subjects t Closed Circuit 


Course Title 
or 
cnivncnesteenini issn 


Physical Geography 
History of U.S. (required) 
Intro. Physics (lect.4&demon.) 


Health 10 (hygiene, required) 


Physical Geography 1 
History of U.S. (required) 
Health 10 (Hygiene, required) 


Operative Dentistry 

Crown and Bridge 

Pull Denture Prosth. 

Oral Surgery 

Postgraduate Refresher Courses 


Grade or 
Academic 
lar 


Number 
of 
Students 


Courses ip 


SE Ni feports Beatiatte 


Also used for summer course in TV use for instructors at 
Los Angeles City College and Los Angeles Valley Junior College. 
Available: “Evaluation of Closed Circuit Television for 
Teaching Junior College Courses", Sept. 1957; also 
Report Wo. 1, March 1957 and Report No. 2, May 1957. 


Reports: see above. Also Article, "The Los Angeles 
Project", available in File and AV World, January, 1958, 
pages 32-3h. 


Used as laboratory for courses in telecommunications. 


Education Division uses its camera for classrooa 


observa- 
tion. Other equipment use will begin in the Fall, 1958, 
and will also include TV training. 


Also used in teacher sucio-visual training programs. 


Used only for technical training in television station 
operation. 
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LOCATIONS 


Educational Institution 


and 
Office or Departament 
responsible for 


TV operation 


CALIFORNIA (contimed) 
San Jose State College 
San Jose 

Instructional Tele- 


vision Center, 
Div. of A-¥ Services 


Speech and Drama 
Department 


College of the Pacific 
Departaent of Television 
and Radio 


Stockton 


DISTRICT OF COLUMBIA 





Gallaudet College 
D.C. Dept. of Educ. 
Washington 


University of Miami 


Radio-TV-Film Dept. 


University of Florida 
Gainesville 





EDUCATIONAL TELEVISION 











FaCILItTYEs 
Origination Equipment Reception Other 
——Printe_ a Ee Equipment 
Taage Vid- Fila 
Labs Orth. icon and/or Labs TV and 
Stu- Clase and Cam- Cam- Slide Class and Sets, 
Gios rooms Other eres eras Chains Bldgs. rooms Other Total Counente 
! 

2 1 i = 6 - 9 25 1 2s Includes 3 remotely centrolled 
cameras in public schools, 
connected to campus by lines 

leased from telephone company. 

2 - - - 2 - = = - - Studio separate from above. 

| 

| 

} 
; 
| 

i i - - 1 ~ 1 1 - 1 eh. ete ee ee ee 

1 } - - 1 - 2 1 - 1 Camera on rolling dolly ¥ 
covers any of 6 classrooms. 

1 

1 1 ° = 2 oo Pag 8 - q Also equipped to receive ‘ 
BTV station WTHS-TV, Miami, 
for occasional demonstrations 
to education students. 

1 - - - 2 - - - 1 - On separate campus from above. 

1 - - - 2 1 1 u - 8 Kinescope Recorder. 
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Cincult 4S10N FACALITIES 


Subjects Taught by Closed Circuit Television 
Grade or Number 


or Academic 
Subject Level 





Engineering, 9 demonstration - 
lecture 


Health & Hygiene, Special 
Demonstrations 


Education 551-552 
Methods of Teaching 651-652 


Survey of Communications 





Courses in Television 


Ss Gaperts ieatasle 





Over 2,000 teacher-trainees, psychology and health and 
hygiene students observe the classroom activities in 
four public schools via CCTV, from 27 viewing rooms 
on Campus. 


Speech and Drama Departaent offers courses in television 
techniques, and assists in production of instructional TV 
Program. Graduates have instituted research programs in 
effectiveness of TV for treatment of mental patients. 
Available: "Television in Teacher Education" by Lewis and 
Harcleroad, pub. by Kay Lab, 5725 Kearney Villa Rd., 
San Diego, 12, Calif. 
"Therapy by Television®, martin & Over, reprint from 
Audio-Visual Communication Review, Vol. 4, No. 2, 
Spring 1956, pages 119-130. 
"Television Therapy", Hyman Tucker, MD, et al, reprint 
from AMA Archives of Neurology & Psychiatry, 
Vol. 77, January 1957, pages 57-69. 
"The ABC's of TV, A Handbook on Instructional and Public 
Service Programming for Educators and Community Leaders" 
by Kendig and Martin, pub. by Spartan Bookstore, 
San Jose State College, San Jose 1h; Price $3.85 postpd. 


Used for laboratory training of students in television. 


These courses use CCTV for observation of the laboratory 
school. 


Experimental project; evaluation report way be available in 
late 1958. 


Courses in television training. 


also used for teacher training and student training. 
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LOCATIONS 


Educational Institation 


and 
Office or Departaent 
responsible for 
TV operation 


FLORIDA (continued) 


Dade County Schools 
Radio & TV Education 


Departaent 
275 §.W. Second Street 
Miami 


University of Georgia 
Athens 


Georgia Center for 
Continuing Education 


College of Education 
(under supervision of 
Dean of Faculties) 


School of Journalisn 


Conley Hills Elemen 
School (Pulton County 
Educ. TV Coordinator 
State Dept. of Educ. 
Atlante 3 


Idaho State College 
Office of Television 
Coordinator 
Pocatello 


ILLINOIS 


Chicago Teachers 

College 
Audio-Visual Center 
Chicago 


University of Chicago 
School of Medicine 
950 E 59th Street 
Chicago 


Sta- Class 
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Origination 


Points 


ee 


(oper. 
room) 








Taage Vid- Fille 
Orth. icon and/or 
Cam- Cam- Slide 
eras eras Chains Bldgs. 


le 





16 





Reception 
Points 


e 


16 


Class 
rooms 





Labs 
and 
Other 


u 


Tv 


Sets, 
Total 


19 


12 


NATURE OF CLOSED CIRCUIT TELEVISION FACILITIES 


Other 
Equipment 


Comments 





Studio will also be used for 
BTV station WOTV, Kinescope 
recorder. Expect to link 
with other CCTV systems on 
Campus. 


This is a mobile unit. 


A second camera chain and 
other equipment have been 
ordered. 


School equipped for CCTV 
by State Board of Education 
as an experiment to learn 
value of TV for elementary 
education & to improve 
techniques. 


Community antenna system used 
for sending programs from 
ISC studio to Pocatello schools. 


#New system is being installed 
with dual coax cable and out- 
lete, allowing viewing and 
origination in any of approri- 
mately 100 points. 


*Color camera. 
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OF CLOSED CiRCU:T TELEViSiON FACiLITLES 


Subjects Taught by Closed Circuit Television Courses in Television 


Course Title Grade or Number Other Uses of Closed C t tem 
Academic of e 


or 
Subject Level Students 


Used for technical training for TV operation and production 
personnel. 


Conference, Workshop, and (Professional, business, industrial, cultural & social), 
of 


For observation of nearby public schools by teacher trainees. 


Accounting (experimental Courses in TV techniques, under School of Journalism. The 
course) Accounting course is given by the School of Business 
Administration. 


Expect to add other courses as experience is gained. 


Enrichment programs for Available: “Sducational Television Keport # 1 * 
Pocatello Public Schools "Educational Television xeport # 2 * 
"Closed Circuit TV Covers a Community’. 


For list of published articles, write Philip Lewis, 
Director, Bureau of instruction materials, City of Chicago 
Board of Education, 226 N. LaSalle Street, Chicago 1. 


TV used in surgical anatomy phase of this course. 

Available: Article, "The Use of TV in Teaching Physiology and 

Anatoay", by Woolsey et al, in The Journal of Medical Education, 
Vol. 31, 1956, pp. 138-lih; reprints may be available from The 
Journal's office. 
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Locatrons NATURE OF CLOSED CIRCUIT TELEVISION FACILITIES 
Origination Equipment Reception acm i 
Educational Institution Pointe ee ET Et 
and Image Vid- File and 
Depar’ Labs Orth. icon and/or Labs TV 

"Gamma se Sta- Class and Cam- Cam- Slide Class and ~~ Sete, 

——__TW_operation ___ dios rooms Other eras eres Chains Bldgs. roone Other Totel _____Commentg 
| 

ILLINOIS (continued) 

University of Dlincis 1 “ct yehedanh or meh 4 Re ee oe ge et hae) eee 

College of Medicine 
Dental Administration 
1853 W. Polk Street 
Chicago 12 
Millikin University 2 1 i - 2 - 1 - . - - - - ~ - - -« - 
Broadcasting Division 

of Speech Departaent | | 
Decatar 
Evanston Township High - 9 10 ~ 9 Sr *3 bs 5 20 Kinescope recorder; 

School | receivers; 2 cameras remotely 
Principal's Office } controlled, Deseribed in The 
Evanston | Nation's Schools, Aug. 1957, 

ng th Closed 
| Circuit TV". 
} 
Northwestern University ‘ 
Evanston A 
ts 
School of Speech Mane? uh eee Bal gery gl PY 8. ieee ee tee 
Dept. of Radio, TV, } 
and File | 
Medill School of Berge be duties He yey * FT eg Ek ke been Sek of likgeetie 
Journalisa | 
Radio-TV Departaent 
| 
| 
Western Illinois 1 20 «. is 2 - 3 8 - 8 Talk-back audio circuit 

State College | | enables instructor to answer 
Audio-Visual Dept. questions. Installing 
Macomb additional equipment. 

| 
Illinois State Normal 1 any - - 3 2 any 3 1 7 3 portable camera chains, for 

University | use in any building; kinescope 
Audio-Visual Education | } recorder; 9xl2 aud. projector. 
Departaent | System being expanded. 

Normal 

University of Illinois 1 - oe - Ace b - & Studios also used for ETV 
Committee on Instruc- station WILL-TV. Kinescope 
tion by Television, and | recorder. 





Div. of Broadcasting 
Urbana 
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or T TELEViSiON FACALITLES 
Subjects Taught by Closed Circuit Television Courses in Television 


Course Title Grade or Number 
or 


Other Uses of Closed Circuit ten 
Academic of 
oe a 





Oral Surgery, Anesthesia, and Undergrad. 


) 
Histology - dental ) 
Pathology, Anatomy, and Postgrad. ) 300 
Dental Techniques - dental ) 


are die a ee Five courses in television training. Use of system for 
= other courses has been under consideration. 


Freshman Speech arts 9th 213 Also Television Workshop (10, 11, 12th), 15 students; 
General Science 9th 7 Training for teacher-counsellors; group psychotherapy; 
Biology 9-10th 75 home room programs. 

English 12th 20 Available: 2 page report, "The Use of Closed Circuit Tele- 
Typing (total instruction) 12th 120 vision at Evanston Township High School". 


degree; and graduate courses totaling 39 hours in operations, 
reporting and contemporary affairs and research, leading to 
graduate degree. Available: TV News Handbook, $2.50. 


General Psychology Freshman 7S Second year of experiment; plan to expand program gradually. 
System also used for observation of classroom teachers by 
teacher training classes, which may develop into major use; 
possibility of use for library orientation purposes. 
Report, General Psychology by Closed Circui 
Television", Western illinois University Bulletin, Yo. 37, 


No. 2, Oct. 1957, (out of print). mimeographed reports 
available on request. 


deurniteuies bh tenis <n Used so far for observation of demonstration school by teacher 
trainees. 


Also used for all lab courses in the program offered by the 
Undergrad. so Division of nadio-Television, College of Journalism and 
Veterinary medicine Postgrad. 100 Communications. 








LOCATIONS 
Origination 
Educational Institution Points 
and 
Office or Department Labs 
responsible for Stu- Class and 





Tndiane University 1 - - 
Radio & Television 
Service 


Bloomington 


Indiana Univ. School - - - 
of Dentistry 

Dean, 1121 W. Michigan St. 

Indianapolis 2 


Purdue University 
Lafayette 


School of Industrial ~ - 1 
Engineering 


Television Unit 1 - 
Fwa-8 


Indiana State Teachers 1 1 - 


Iowa State College 1 
Television & Radio Dept. 
Ames 


Iowa State Teachers 1 - o 


College 
Radio-T¥ Office 
Cedar Falls 


State University of Iowa 1 - - 
Division of TV, Radio 

and Fila 

Towa City 
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NATURE OF CLOSED CIRCUIT TELEVISION FACILITIES 


Equipment Reception Other 
Taage Vid- Vile ——_—feute____ 
Orth. icon and/or Labs TV and 
Cam- Cam- Slide Class and Sets, 
eras eras Chains Bldgs. rooms Other Total Comments 








Kinescope recorder. 


New building being planned 
with increased television 
facilities. 


and ITV fecilities in General 
Seience Building, Purdue Univ." 


aud'ce 2 Expect to expand system for 
observation of classrooms by 
of TV teacher trainees. 


Center 


Studios also used for TV station 


WI-TV. 


- 1 . - ° « 1 
- 2 - 1 2 2 2 - = = = = = 
2 - 1 3 10 7 23 Technical report available: 
"Recommendations for general 
lighting, classroom fila, 
Kinescope recorder. 


w 
we 
- 
w 
' 
wm 


Kinescope recorder. 

Two 1200 ft. Auricons for 
multicam optical filming of 
television programs. 
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USES OF CLOSED ‘T TELEVISION FACILITIES 
Subjects Taught by Closed Circuit Television Courses in Television 
Course Title Grade or Number Other Uses of Closed C: t 
or Academic of 
Subject Level Students 





Experimental use only at Postgrad. 
present. Undergrad. 
Manufacturing Processes dr.-Sr. 
Engineering Chemistry (lab) Freshman 
English Composition Freshman 
Business Cycles Junior 
Engineering Math Freshman 
Military History Freshman 
German, first course Freshman 
Physical Science for Elenen- College 
tary Grades (teaching of) 

Communications Skills Freshman 





450 


1,000 
100 


100 


160 


2,200 





Studios used for originating courses and programs broadcast over 
commercial TV stations in Indiana. Plan to vege use of closed 
circuit in Education Department in Fall of 1955, using separate 
equipment. 


Also industrial conferences on manufacturing processes. 


Also TV training (non-credit student activity); 
Sumer TV production workshops for homogeneous groups of 
leaders (¢e.g., educators, extension agents) ; 
Production of adult education programs for broadcasting. 
Available: "A Brief Report & Evaluation of Closed Circuit 
Television Instruction in Mechanical Engineering" 

"A Brief Report & Eyal. of CCTV instr. in Physics" 

"A Brief Report & Eval. of CCTV instr. in Calculus* 
*audio-Visual Aids in the General Chemistry Lab Work 

at Purdue’. 


Used for lab instruction in television courses; also used 

for training teachers and administratcrs in TV program pro- 
duction, equipment needs and costs, and use of CCTV in 
classroom instruction and classroom observation. When expand- 
ed facilities are ready, it is planned to conduct sost 
observations of classes in the Lab. School by Education 
students via the closed circuit systen. 


College training in the Television and Radio Departaent. 


Also used for fils distribution, distribution of special net- 
work programs, and for teacher training. 


1/3 receiving instruction by kine-lecture, 1/3 by live 
instructor, 1/3 by books, with results to be 
used for TV training, teacher training, production of in 
school enrichment and adult education programs, and research. 
Available: “Teaching by the Discussion Method" 

"State University of iowa Uses CA Equipped Studio as Hub 

of TV Teaching Center* (reprint) 

"Teaching on Closed Circuit Television” (reprint of stucy 

on faculty attitudes) 

“A Comparison of Three methods of Teaching modern Literature". 





Depts. of sudio-Visusl 
Bio-Physics, and 
of 


Southwestern Louisiane 
Institute 

Department of Speech 

Lafayette 


Louisiane State 
University School 
of Medicine 

Physiology Department 

New Orleans 


De La Salle High 
School 
Principal's Office 
New Orleans 
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Origination 
Po 
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Sta- Class and 
@ios rooms Other 
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NATURE OF CLOSED CIRCUIT TELEVISION FACILITIES 
Equipment Reception Other 
cae ne, Equipment 
Taage Vid- Fila 
Orth. icon and/or Labs TV and 
Cam- Cam- Slide Class and Sets 
sees eras Chains Bldgs. rooms Other Total Comments 
- 1 - 2 5 1 6 Mobile camera 
le lw = - ua ay «udi- 7 #Field sequential color cameras. 
1 tor's #4} widicon coler camera. 
950 Large screen ecoler TV projector. 
seats Black & white projector. TV-X 


(x-ray sensitive TV camera sys- 


ten). 


Extensive experimental 


setup with emphasis on extrene 
mobility, intensive lighting & 


"scrambled 


" system. Both 


compatible and incompatible 
color systems used. 


System reaches 3 elementary 


schools. 


controlled. 


shown by 


with a regular camera. 


Kinescope recorder. 


*Programs originate in several 
areas 


Mobile projection receiver. 


Cirevit provided so classes can 
ask questions. 


One camera is remotely 
Filmsand slides are 
rear screen projection 








| 
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OF CLOSED ClxCUIT 


Subjecte T. t Closed Circuit Television 


Course Title Grade or Number 


or Academic of 


nn Slt‘ ‘CS 


Introduction to Paychiatry Fresh.med. 100 
(h hr TV mediated, lst yr of use) 

Principles of Psychiatry Soph. Med. 100 
(15 hrs.; first ne of use) 

Operative Clinics in Surgery Postgrad.- 
(fourth year of use) Physicians 27 


Hope to begin instructional 
work (in academic subjects) 


within a year. 
i 

Seience 3 days a week 3-6 1,269 

Secial Science 2 days a week 3-6 1,269 

Conversational : 

Spanish 10 min. i da/uk 3-6 1,269 

Music once a month 3-6 1,269 
~—Htuman Physiology Fresh .Med. 120 

american History Hi-Sch. Jun. 70 

English Hi-Sch. Sen. lik 





FACILITIES 


& courses: Radio and Television Broadcasting; Radio & TV 
Announcing; Radio & TV Laboratory; Radio & TV Production. 
Also used in audio-visual classes, teacher education. 


These courses use TY to fortify teaching (by better visibility), 
not to substitute for live teaching. 

Also used for many undergrad. and postgrad. hours for medical 
and other students, and for doctors. Also used for research. 
Preliminary experinent in Television Fluorescopy and Endoscopy 
in cooperation with Franklin Institute, Philadelphia. 

Reprints of five publications curreutly out of circulation; 

@ sixth paper is in the press and a seventh in preparation. 


for training program in television and file. Plan to 


Used 
use for other teaching purposes later, mostly for close-ups 
— large lecture-labs. 


A total of 32 semester hours are offered for sophomore thru 
senior years in radio and television writing, production, 
programming, management, etc., with present course 
totaling 121. Also used for workshops for County agents, 
Teachers, Boy Scouts, etc.; and for rehearsal of programs 
for broadcas*ing. 


Two music workshops for teachers -- demonstrations conducted 
op TV, received in the 3 schools in the afternoon, and dis- 
cussed that evening in one school. One Art workshop for 


Available: "Jefferson County Board of Education Educational 
Television Project Relating to Teacher Deployment and 
Organisation". 


Professional radio and television curriculum. 


For demonstrations in the physiology course. Also used in 


special medical programs, and as a tool in one research 
project. 


One class taught live, other classes listen on CCTV, four days 
a week; fifth day is for review by weaker 2 classes anc for 
research by stronger 2. Heport will be available. (System 
will be used next school year for 9 freshman classes in 

social science.) 
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LOCATIONS NATURE OF CLOSED CIRCUIT TELEVISION FACILITIES 
Origination Equipment Reception Other 
Educational Institution Points Points Equipment 
and ia “~ “Image Vid- File 
Office or Department Labs Orth. icon and/or Labs TV and 
responsible for Ste- Class and Cam- Cam- Slide Class and Sets, 
TV operation Gios rooms Other eras eras Chains Bldgs. rooms Other Total Comments 
MARYLAXD 
U.S. Neval Acadesy 1 - - 2 1 Gu"Fs B 19 3 a Projection TV receiver also 
Department of ! used. 
Electrical Engineering i | 
Annapolis 
University of 1 - - - 2 ~ - ” 3 Portable equipment. 
Maryland School of 
Medicine 


ij - 13 2 22 218 9 &75 Special viewing areas in the 
| | City Library, Museum, and 
County Board of | Hotel Alexander. 


Hagerstown ! ! Large~scale 5-year experimental 
} project to reach all 18 schools 
! | in county system with 16,000 

pupile; presently reaches 

23 schools with 12,000 pupils. 


Various technical aspects of the 
Hagerstowm installation are 
described in four papers avail- 
able from the American Institute 
of Electrical Engineers, 33 West 
39th Street, New York 18, §.Y., 
| | at LO¢ each to AIEE members and 
80¢ each to non-members. If 


firet class mail is desired, add 
5¢ each per copy. Be sure to list 
the publication number shown: 


i 
i 
i 
i 
57-667 "Pioneering in Televised Education" 
| by J. BR. Brugger, Board of Education, Hagerstown, Md. 
| 57-890 “Establishing and Equipping the Hagerstown Educational 
} Television Project", by L. L. Lewis, RCA. 
| 57-668 “Closed Circuit Networks for Educational Television" 
| by W. C. Warman, C & P Telephone Co. of Maryland. 
57-669 "Television Systems for In-School Teaching" 
by M. H. Kraus, Jerrold Electronics Corporation. 


The installation was also des- 
eribed in a paper entitled: 
"Television in Washington County 
Schools, Hagerstown, Maryland", 
by John R. Brugger, published 
in the November 1957 issue of 
the Journal of the Society of 
} Motion Picture and Television 
| Engineers. The address of 
SMPTE is 5S West l2znd Street 
New York 36, N.Y. 


Baltimore County - 2 - - i = i - 2 2 Camera operated by remote control 
Board of Education | from reception point. Equipment 
Asst. Supt. in | } located at Villa Creste Elementary 
Instruction School, Towson, Maryland. 

Towson ' 








Electronics (8 lectures) 
Electrical Engineering () lect) 
Physics (2 movies) 

mechanical Engineering (2 times) 


Human Anatomy 
Surgery 
Physiology 
Bacteriology 


Englisb 
Core 
Read. & Arith. 


Enrichment 
Arithmetic 


Science 


Social Studies 


Special Educ. 
Math 


Geometry 
History 
Guidance 
Music 
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USES OF CLOSED CiRCUIT TELEVASLON FACJLITIES 


Courses in Television 


Other Uses Closed t 
e 


Also used to rehearse weekly TV public service progras, 
“TV-nD*. 
Available: Two reports in press. 


Used also for curriculum meetings, community demonstrations, and 
Guidance (selection of college and selection of vocation ). 


Reports available from Board of Education, Hagerstown, Md.: 
(1) Project Reports 


(2) School Edition -- TV Guide 


(3) “Teaching by Television in Hagerstown", by the late 
John Kk. Weiss of the Fund for the Advancement of 
Education. 


Used by State Teachers College in Towson for their teacher 
training program (through observation of classrooms). 
Also used for in-service training of elementary teachers. 


Educational Institution 
and 


Office or Departament 
responsible for 
TV operation 
MASSACHUSETTS 





Endicott Junior College 
Radio-TV Departaent 
Beverly 


Boston University 

Div. of Communication 
arte, School of Pub. 
Relations & Com'cations 
Boston 


Bmerson College 
Departaent of 

Broadcasting 
Boston 


Lovell Institute 
Cooperative Broad- 
casting Council 
(WGBE-TV, 8, Mass. Ave. 
Cambridge 39, Mass.) 

servicing experiment at 

Massachusetts Institute 
of Technology, Dept. 
of Mathematics 
Boston 


MICHIGAN 
University of Michigan 


4nn Arbor 


Television Office 
310 Maynard Street 


Medical School 
(Production by Med.Sch. 


ring TV Office 


Enginee: 
of University 
Department of Speech 


University of Detroit 
School of Dentistry 
Office of Dean 

630 E. Jefferson Avenue 
Detroit 26 


Wayne State University 
Division of Radio & TV 
Detroit 
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FacILITIEs 
Origination Equipment Reception Other 
Pointe <nsliinales Equipment 
Tkage Vic- Fis 
Labs Orth, icon and/or Labs TV and 
Ste- Class and Cam- Cam- Slide Class and «Sets, 
dice rooms Other eras eres Chaing Bldgs. rooms Other Total Comments 
i i . -- 2 1 u 6 2 7 Cameras are portable. 
ig - - & 1 - 2 1 3 ek: ee a 
ae - a . 2 2 1 3 ee aig es <9 
} 
2 - - u - 2 1 - 1 5 Studios also used for ETV 
station WOBH-TV. 
Kinescope recorder 
2 - ~ 4 - 1 - - ~ + Kinescope recorder. 
1 i 1 le ile le 1 2 1 10 *Color cameras. 
i 
a - o. - 1 2 - bu Se, WR. se 
1 - - - 2 i 1 1 - 3 Kinescope recorder. 
2 1 ~ 4 2 2 1 2 ~ u Studios also used for ETV 


station WIVS. Kinescope recorder 
available at WTVS. 
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USES OF CIACUIT TELEVISION FACILITIES 


Subjects Taught ty Closed Circuit Television 


Course Title Grade or Wumber 
or Academic of 
__Subject____level_ Students 


Personal Analysis 


Discreet Numbers (Math 101) 
(Six one-hour lectures over 
closed-circuit from 
WOHH-TV to nearby auditorium) 


(Wew installation; details of 
uses being arranged.) 


Dental materials 

Crown and Bridge 
Periodontia 

Partial Denture 

Radiology 

Physiology and Pharmacology 
Operative Dentistry 
Clinical Orientation 


Psychology 





Freshaan 


E 


q 


a 
Sz 
sess 


SERYRE 
SASS59 95 


z 
| EEE 


150 


75 
78 


~ 
Mw 


Courses in Television 


Other Uses of Closed Circuit 


use planned for Fall 1958, including course in 
ogy,and use of CCTV as a supplementary device in science, 


ial subjects. Equipment used as laboratory 
for majors in Radio-TV. Report in preparation. 


t 
| 


Used for courses in directing, basic skills of television 
production, design, dramatic performance, television 
announcing, educational TV techniques. 


Used for curriculum in broadcasting arts, including television 
production and performance. 


Members of MIT stcff are conducting research on quality and 
effectiveness of this experimental teaching by television. 


Used primarily for ETV program production, all kine recorded 
3, 


stations. Also used by Speech Departaent for lab sessions. 


Surgical demonstrations, autopsies, labora’ demonstrations 
and microscope demonstrations, all in coler TV. 
Also postgraduate seminars and medical society meetings. 


Facilities used as laboratory for 7 courses for graduates and 
advanced undergraduates in Radio and TeRevision acting, 


speaking, news directing and production. Ourrent course 
enrollments total 260. 


Also postgraduate training. 


Also used for teacher training, program development, and 
student training. 


84 


Origination 
Educational Institution Points 
and 
Office or Labs 
responsible for Sta- Class and 
TV operation dios rooms Other 


MICHIGAN (contimed) 


Michigan State University & 3 1 
Vice-President for 
Academic Affeirs, also 


WEAR-TV or Speech Dept. 
East Lansing 


MIRWESOTA 





University of Minnesota 
Minneapolis 


School of Dentistry 1 2 5 
Dental Illustration Lab. 


Univ. High School i 3 e 
of Educetion 

Closed Circuit TY Project 

350 Peik Hall 


Stephens College 1 1 ~ 
Television & Radio Dept. 
Columbia 


University of Missouri i - - 
Columbia 


University of Kanses City 1 ~ 3 
(Dental School) 

Dept. of Photography and 

Visual Aids 

Kansas City 


Montana State University 1 - - 
School of Journalise 

University Studios 

Missoula 
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MATURE OF CLOSED CIRCUIT TELEVISION PaCILITIES 
Equipment Reception Other 
onsets Equipment 
Image Vic- Ft 
Orth. icon and/or Labs TV and 
Cam- Cam- Slide Class and Sets, 
sree eras Chains Bldgs. rooms Other Total Comments 
Sicct as oat 1 bk L 9 Studios also used for ETY station 
WEAR-TV. Kinescope recorder. 
Cameras moved into operating roons 
when needed. Two-way voice con- 
munication with viewing rooms 
4c 1 1 2 - ww Movable equipment. TV demonstra- 
tion reom, Faculty viewing roca. 
Off-the-air tuner for selected 
programs. 
2 ~ at aut any 1 10 Movable equipment. 


bq 


Kinescope recorder. Studios 
also used for station KOMU-TV. 


Projection receiver. 


Just beginning operation. 
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TELEVISION FACILITIES 


Foundations of Education 100 Student medicine demonstrations to 

ss oie ae training; veterinary . large 

Journalism 305 Tentative evaluations underway, and experimentation and eval. 

Veterinary Medicine, Anatomy will continue. Available: “Teaching Advertising by Television* 

Veterinary Medicine, Surgery by B. Kumata, 13 pages; "Closed-Circuit Television on the MSU 
Campus* by Hamilton (7/23/57 - 6 pages). WKAR-TU's facilities 
also used to train students in the TV production fields. 


Spanish 
Intro. to Secondary Education 


Nine courses in radio-television, plus four courses in 
television alone that make maximum use of closed circuit 
facility. 





LOCATIONS 
Origination 
Educational Institution 
and 
Office or Labs 
responsible for Stu- Class and 
dios rooms Other 











Albany Medical College - 
of Union University 

Medical Electronics 
Departament 

Albany 6 


Wew York State College 2 
for Teachers, State 

Univ. of New York 
Educational Television 
Department 


Albany 3 


State University 1 
Teachers College 


Brockport 


17 
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NATURE OF CLOSED CIRCUIT TELEVISION FACILITIES 
Equipment Reception Other 
Equipment 
feage Vid- Filn 
Orth. icon and/or Labs TV and 
Cam- Cam- Slide Class and Sets, 
eres eras Chains Bldgs. rooms Other Comments 
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ww 
' 
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The 3 cameras can be used in 
any of the 6 locations. 
Projection receiver in 
auditorius. 


' 
ny 
' 
~ 
we 
nN 
~ 
' 
' 
' 
' 
' 
‘ 
' 
' 


Research instrument. 


Studios also used for 
ETV station KNME-TV. 
Kinescope recorder. 


Buildings permanently wired for 
transmitting or receiving, 
including two-way sound. All 
cameras and receivers movable. 
Experimental color TV projector. 


Kinescope recorder. 


Kinescope recorder, two-way 
communication system, two 
channels. Mobile cameras for 
use in all origination points. 








EDUCATIONAL TELEVISION 


USES OF CIRCUIT ON FACILITIES 


Subjects Taught by Closed Circuit Television Courses in Television 


Course Title Grade or umber Other Uses of Closed Circuit 
or Academic of 
__Subject_______Lewel_ Students _ 


Special programs to Medical Societies at institute and one to 
American Academy of General Practitioners, seeting in Omaha. 
Available: "A New Tool ip Psychiatric Education", reprint from 
mental itals, Nov. 1956; "Teaching with Closed-Circuit 

° frou Outlook, Vol. 5, Dec. 1957; 
"architectural Study, The tric institute’, 
reprint from sental Hospitals, Sept. 1955. 


Biology (college preparatory) 40-minute television instruction 3 a week, plus laboratory 
periods. Available: "Do We Dare?", & page descriptive 
Biology (general) 6 pamphlet. 


Used by Bureau of Biological Research. 


Mathematics 2 Courses broadcast simultaneously with closed circuit 
English 1 reception. 

Biology 1 Available: first evaluation report. 

Anthropology 1 


Physiology Also used for flucroscopic image intensification and remote 


Pharmacology viewing, and for deep therapy room observation. 
Pathology 


Experimental Surgery 
Anatomy 


Bookkeeping 

Intro. 

Intro. Spanish 

Genetics 

Social Foundations of Educ. 
Intro. to Government 
Corrective Freshman English 


College Physics 
Human Biology 
Child and Curriculum I 
(teaching & observation) 
Child and Curriculum li 
(observation only) 
Evaluation (educ."l measuren' t) 
Methods & Materials in Health 
— (observ. only) 

ird Grade 11: 
Beience — 
Ruman Growth & Development 


TV classes in Introductory Geography matched by control 


groups. 
Also, from separate studio and on another channel: 
9 separate demonstration classes (high school) for 
students of adolescent behavior; and 
3 separate demonstration classes for students of teaching 
methods. 


it 
i Sewen 


Lessons for observation purposes are often televised siaul tan- 
eously with direct teaching, due to availability of two channels. 


Facilities also used to prepare kinescope recordings for use in 
teacher training program, and for special enrichment programs. 

For reports write F. E. Almstead, of State Education Departaent, 
Albany. 


S68 Sux S FB 
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LOCATIONS NATURE OF CLOSED CIRCUIT TELEVISION FACILITIES 


Origination Equipment Reception 
2durational Institution Points Points 
and eae Ser eC 
Office or Department Labs Orth. icon and/or Labs TV 
responsivle for Stu- Class and Cam- Cam- Slide Class and Sets, 
T¥_ operation dios rooms Other eras eras Chains Bldgs. rooms Other Total 


! 
WEW YORK (continued) 


Williamsville Central Now being installed. Public 

School New Junior High address system will be used for 

Buffalo 21 talk-back sound from studio to 
classrooms. 


Maryvale Central School | One elementary school, one 
Cheek tawaga junior high, one senior high. 
! System just installed. 


Ithace College Studio also connects to 
Department of TV-Radio community antenna cable system 
Ithaca serving 15,000 persons. 


Metropolitan Education- | Kinescope recorder. 
al Television Assoc., 


345 East b6th Street 
New York 17 


New York University 
Communication arts Group 
New York 


Chelsea Closed Circuit | Connects over 500 apartments in 
Television Project housing development with Public 
436 West 27th Street | School 33, with Hudson Guild 
New York 1 | Neighborhood House, and with 
Lower West Side Health Center. 
Projection Receiver. 


| 
New York Trade School portable equipment 
Electronics Department | 
30k East 67th Street | 
New York 21 


New York University 1 
College of Dentistry 

Dept. of Operative Dentistry 
209 E. 23rd Street 

New York 10 


Union College Twe 2l-inch receivers are used in 

Department of Physics the 150-seat auditorium for view- 

Schenectady 8 ing by three separate class 
groups totaling 250 students. 
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USES Or CLOSED CinCUiT TELEVISION FACiLITIES 


Subjects Taught by Closed Circuit Television Courses in Television 


Course Title Grade or Number Other Uses of Closed Circuit 
or Academic of 2 
Subject Level Students 





—— 


will be used for direct teaching 
and enrichment in English, 
mathematics, science and social 
studies. 


Experimentation being done at 
all grade levels, kindergarten 


through 12th. 

a. oie ei) Used prisarily for student training in eight television courses, 
freshman through senior, with approximately 270 students each. 
Also used for programs for the community, over cable systen. 

eh, a ee a ee Used for producing programs and kinescope recordings for the 
Educational Television and Radio Center, for distribution to 
ETV stations; for programs broadcast locally by commercial TV 
station; for programs sent to Canada; for workshops and 
TV training. 

‘, - tities. © . ane Used for television training. Heport available on former 

in teaching composition and literature: "Closed 

Cirevit Television as a Medium of instruction, 1955-56". 

Science Sth & 6th 275 4 cooperative ETV project designed to attain closer relationships 

Science 3rd & kth 300 between school and community, and to raise cultural level of 

Science K-2 Kind.-2nd 47s entire community. P.S. # 33 receives programs in auditorium and 

Spoken English Orientation 30 in classrooms, and same programs are available to adult home 

Spanish Conversation Sth & 6th 2 viewers, plus evening programs in English for Spanish-speaking 

Story Hours (voluntary) Kind.-6th 1113 residents. Also used for school-community relations; teenager- 

Health Education Kind.-6th 1113 parent communication; family health education; community dis- 

jw Human Beings (elementary cussions; housing management. Plans are being developed to 

cultural anthropology) adult use the system for teacher training. 

Air Conditioning 13 - lb - Electronics students receive training in installation, 

Auto mechanics 13 - operation and maintenance of facilities. 

Carpentry 13 - 

Electronics b-u - Article "CCTV in the New York Trade School" in 

Plumbing 13 - Film World & AV World Magazine, may 1955; 6327 Santa monica 

Lithography 13 - lh - Bivd., Hollywood 38, Calif. 

Tool and Die making 13 - 14 - 

Sign Painting 13 - 

Welding 13 - 

Sheet Metal Working 13 ° 

Operetive Dentistry 2nd yr Dent. 155 Also used for programs to meetings of a dental society. 

Fixed Partial Prosthesis 3ra yr Dent. 158 

Prosthetic Department 3rd yr Dent. 158 

Physics Freshmen 250 "The great advantage of television in my work is the ability 


to show close-ups of small objects to a large group. it has 
opened up a new area in our demonstration work and 
make much more use of it as time goes by." 
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LOCATIONS 
Origination 
Educational Institution Points 
and 
Office or Department Labs 


responsible for 
TV operation 





Wew YORK (continued) 


Syracuse University 1 - o 
Office of Vice-President 
Syracuse 


Rensselaer Polytechnic | 
Institute | 
Troy 


Dept. of Mechanics ~ - 1 


Office of Instructional - - =] 
Research and Service | 


WORTH CAROLINA 


University of North 1 1 5 
Carolina 

School of Dentistry | 
Chapel Hill 


East Carolina College 1 1 1 
Greenville 


NORTH DAKOTA 


University of Worth 
Dakote 

Department of Speech 
Grand Forks 


OHIO 





Ohio University 
Division of Radio-TV 
Athens 


Orth. 


Can- 


eres 
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WATURE OF CLOSED CIRCUIT TELEVISION FACILITIES 





Kquipaer.t Reception Other 
Points Equipment 

icon and/or Labs TV and 

Cam- Slide Class and Sets, 

eras Chains Bldgs. rooms Other Total Comments 








» - 2 © - 8 Kinescope recorder. 
| 

2 - 1 1 - bu . Se Be Ne eee 

1 - o ° ° ° i. 2.2 = & ee 

2 - 1 4 2 u Portable cameras and receivers. 
Microphones in all viewing 
rooms; questions are heard 
over the systen. 

2 1 4 9 u n System just completed. 

2 1 8 - - 10 New installation. 

2 1 4 5 - 13 ae ae Se aera 





Subjects Taught by Closed Circuit Television 
Grade or Number 


Course Title 


or 
ceensinmnciinnecai tiie 


EDUCATIONAL TELEVISION 


USES OF CLOSED CLNCUIT TELEVISION FACILITIES 


Academic 


Level Students 





introduction to Radio-Television Freshman 


Strength of materials 
Laboratory 


Operative Dentistry 
Oral Pathology and 
Periodontology 
Prosthetic Dentistry 
Endodontics 
Pedodontics 

Oral Surgery and 
Anesthesiology 
Dental Radiology 


Courses in Dental Assisting 


Lab. Technicians 
Oral Path. & Per. 


Dentistry for Children 


Fundamentals of Speech 





Soph.-Jun. 


of 








Also used as laboratory for graduate students in TV. 


Spring, 1958: 250 students being taught experimentally by 
CCTV, and 250 students in the control group being taught 


without CCTV. seport available later. 


Courses in Television 


Other Uses of Closed Circuit System 
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Used for inatructional research and experisentation by inter- 
ested faculty other than those in the Dept. of Mechanics, and 


also for planning and prescripting instructional fila 
productions. 


One faculty member directs production, with 2 senior and 
2 junior dental students trained to act as cameramen. in 
addition, a full time photographer supervises TV operation 


"Closed Circuit Television Used by School of Dentistry* 
page 89 of E.S.C. Quarterly, Summer-Fall 1957, publ. by 
Employsent Security Commission of N.C., Chapel Hill, N.C. 
"UNC Dental Aluani Newsletter* Vol. 1, No. 2, School of 


Dentistry, Chapel Hill, N.C. (mimeo). 


*kefresher courses. 


Operation to begin in September, 1958. 


Presently used for television courses and for teacher 


training. 


Experimental pilot study. Other courses planned for 


1958-59. Also used for training in TV production. 
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LocaTious 


Educational Institution 


and 
Office or Department 
responsible for 


TV operation dios 


QHIO (continued) 


Case Institute of 
Technology 
Electrical Engineering 
Department 

Cleveland 


Ohio State University 
WOSU Telecommunications 
Service 

Columbus 10 


Miami University 
Associate Provost and 


Speech Department 
Oxford 


University of Toledo 
Director of TV & Radio 
Programming 

Toledo 


Oregon State College 
Television Committee 
Department of Speech 
Corvallis 


University of Oregon 
Department of Speech 
Eugene 


Oregon Technical 
Institute 

Department of 
Electronics Technology 

Klamath Falls 


EDUCATIONAL TELEVISION 


Origination 








nec pecinnine 


Tv 
Sets, 
Total 


10 


16 


10 


12 


15 





NATURE OF CLOSED CIRCUIT TELEVISION FACILITIZS 





System permits cameras and 
receivers to be plugged in 
where desired; two-way video 
used. Lines will eventually 
link 14 buildings. 


Studios are also used for 

ETV station WOSU-TV. Kinescope 
recorder, Additional installa- 
tions are contemplated. 


Kinescope recorder. 


Kinescope recorder. 


Studios also used to send 
programs to ETV station 
KOac-TV, Corvallis, Oregon. 





Subjects Taught by Closed Circuit Television Courses in Television 
Course Title Grade or Sumber Other Uses of Closed Circuit 
or Academic of eres estas 
eee TD ctteemcnnmeee cana | winitiiontantianisisnapanrsicnstiinemg apie ietieniiilalnaieaiasliliniti 

Electric & Magnetic Field Junior 100 Also used in student election campaigns, meetings of student 

Theory s body, and overflow audience on special programs. Available: 

ineering Drawing Freshman "Two-Way Educational Television", J.R. martin, Electrical 

= as teaching aid in Repmcriag, vel. 76, No. 10, Oct. 1957, pp 921-9. 

Electronics, physics, « jl Carrier Systems in Two-Way’ € Closed Circuit 

astronomy Educational Television", Martin, Warnick & Vandeland, 
Statiee Ty ERSStIONY chose Cireeit Pelovisien®, dR. marti 

Closed Cireuit Television*, J.R, Martin, 
(Interim Report) Research Report No. 9468-3, Case Inst.of Tech. 
"Closed-Circuit Television as a Teaching Aid", J.R. Martin, 
Research Keport No. 948-4, Case institute of Technology. 

Effective Speaking Adult 100 - - For supervisory personnel in industry -- a cooperative project 
with several Ohio . 

Speech 401 Freshman 25 -- Experiment in 1957-56. mn 

gery A ( teaching 

and diagnosis Also used for observation of elementary and secondary class 

Welding engineering (for groups by teacher trainees, with 50 - 100 teachers observing. 

molecular structure) 

Physiology (demonstrations) 

Air Science I Freshman 135 Also college courses in television training. 

Foundations of Human Behavior Soph.Bduc. 215 Available: Progress Report, October 1, 1956. 

Principles of Human Physiology Freshman 260 Report No.2, "Experimental Study in Instructional 

Principles of Animal Biology Freshman 180 Procedures* October 1, 1957. 

Biology Freshman 6h Also used by College of Education for teacher training in 
science teaching methods and pre-kindergarten observation 
experiments. Television Production course offered first 
semester, using closed circuit system as laboratory. 

Chemistry 203 (Spring 1957) Sophomore 60 Also Home Economics Teacher Training. 

Communications during summer, 1957; 

Student instruction in television production; and 
Experimental programs provided by staff for later use on 
KOAC-TV. Reports available on request. 

ee ee ee ee Courses in television techniques, etc. Also used for distribut- 
ing in campus buildings the ETV programs from KOAC-TV, 
produced by this university and others in the State. 
Available: “"Inter-Campus Teaching by Television". 

Electronics Lab lyth 4o Used for technical instruction only. 
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WEBB OF GOGED CURCULT TELEVISION FACILITIES 
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LOCATIONS NATURE OF CLOSED CIRCUIT TELEVISION FACILITIES 





- 


ion Equipment Reception 
Educational Institution in’ witb tacit Equipment 
and 
Office or Department 
responsible for Stu- Cless 
TV operation dios rooms 


te | 

aes 

aft 
: 


fe 
: 
ite 
pee 
ees 





Teuple University - - le - 1 - i ~ i *Camsra is in the treataent 


Dept. of Psychiatry 
15th & Ontario Sts. 
Philadelphia 


University of Pennsylvania 
Philadelphia 


University Hospital Sa wii ~ 1 1 1 3 6 Camera in operating room; 
Department of Surgery two-way microphones with confer- 


School of Dentistry 3 - - = 2 - 1 - 2 7 Special equipment for extreme 
Special Faculty magnification. 
Committee 


Duquesne University 1 - - - 2 - i 3 - uh 
Dept. of Journalism and 

Director of Radio-TV 
Pittsburgh 


University of Pitteburgh - 2 clinics | 1 - - 1 2 - b 
School of Dentistry 
Dean's Office 
Pittsburgh 





Pennsylvania State 2 1 4 - 9 1 2 32 5 50 Kinescope recorder; two-way 
University communication from 6 rooms to one 


Division of Academic of the studios. The two buildings 
Research and Services can be used separately or 
University Park together. 


Williamsport Technical 1 1 anys] - 3 - 1 w 2 6 
Institute is | 
Radio and TV Departaent 
1005 West Third Street 
Williamsport 


*Movable cameras and receivers. 
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USES OF CLOSED C1LACUIT TELEVISION ¥ACILITLES 


Subjects Taught by Closed Circuit Television Courses in Television 


Course Title 
or 


Academic 


of 


Grade cr Number Se Sports ties 
Subject Level Students 


Blectrical Engineering 43, bs 


Psychiatry, method of 


Psychotherapy 


Operative Techniques 


411 courses in dental 
curriculum 


American and Pennsylvania 
History 


Tumor Clinic 


As teaching aid ip science 
and shop programs 


Senior 


(Resident 
(adv. fellow 


1-2 
2-3 


(Prof.visitors 


Jun. Dent. 


Sophomore 
Introductory 


Second Sea. 
. 


620 


150 


~~. 
fH 8 


ES SBssesese 





Also used to give students experience in using television 
equipment. 


Also research observation of treatment. 


Also used for presentation of clinics to visiting surgical 
groups. 


Dental hygiene students are taught how to use TV in teaching 
dental health. Available: Comments by viewers of recently 
ee eee cee ee oe eee 
statement by Dean, January 7, 1958. Formal reports in prep- 
aration on special techniques and equipment, and on how to 
prepare material for TV use. 


Class in three sections. Also used as training instrument in 
radio-TV sequence, leading to 4.B. in Journalisn 
Departaent. 


Also used for special postgraduate courses. 


two sections Also used for teacher training; 

TV once a week drama, speech & journalism courses; 
Freshman test interpretation; 
overflow meetings; extension 

heavier enrollment other quarters broadcasts over a commercial TV 


station. 

used TV in auditorium Available: "Project No. 1, An 
used TV once a week investigation of Closed Circuit 
used TV in laboratory Television for Teaching Univer- 
& slightly modified version sity Courses", July 1955; and 

was also broadcast. ® Mo. 2, The Academic Tears 
two sections 1955-56, 1956-57: An inwestiga- 
Will be simultaneously broadcast. tion of Closed Circuit Television 
Spring for Teach University Courses’, 


Also used for technical training for television technicians, 
including camera operation for adult and high school students. 


aca 





a CE 





Educational Institution 


and 
Office or Departaent 
responsible for 


EDUCATIONAL TELEVISION 


Origination 
Pointe 


e 
Labs Orth. 
Stu- Class and Cam- 


MATURE OF CLOSED CIRCUIT TELEVISION FACILITIES 


Equipment Reception 


Points 


Other 
Equipment 


Labs TV and 
Class and Sets 


feon and/or 
Cam- Slide 


TV_ operation dios rooms Other eras eras Chains Bldgs. rooms Other Totel Comments 


SOUTH CAROLINA 


Medical College of 
South Carolina 
Charleston 16 


South Carolina Area 
Trade Schools 
West Columbia 


SOUTH DakOTa 


State University of 
South Dakota 

Speech Departaent and 
Station KUSD 
Vermillion 


Fisk University 
Department of Television 
and Audio-Visual Aids 

Nashville 6 


George Peabody College 
for Teachers 
Education Department 
Nashville 


Amarillo College 
President's Office 
amarillo 


University of Texas 
Radio-Television Dept. 
Austin 


Baylor University 
College of Dentistry 
Dept. of Visual Educ. 
600 Hall Street 
Dalles 10 


Texas Western College 
Dept. of Journalism 
and Radio-Television 
El Paso 


audiokvisual 


cable throughout | 


building; 25 
locations. 


« - - - Plan to equip camera to pick up 
from two laboratories and show to 
one classroom. 


- oi fee 4 1 5 Flying spot scanner; expect to 
purchase 
@uring 1958. 


7 lh 2 21 Large screen TV theatre projector. 
Cable terminates on campus of 
Meharry Medical College for 
future use there also. 


2 oo te a= ~ 3 *#Presently used; cameras and 
receivers are mobile. Studio 
planned. Special mltiplexer pro- 
vides for 2 x 2 slides, opaques, 
x-ray view box & microscope inputs 
into one of the regular cameras. 














Subjects Taught by Closed Circuit Television 
Grade or Number 


Course Title 
or 


Subject 


Citizenship and English 


Fundamentals of Speech 


French 
German 


Speech 
Educational Tests and 
measurements 


Workshop in Educational 
Television 


Teacher training 


Chemistry 801 


As teaching aic in: 

Physiology (used once) 

Oral Surgery (used twice) 
Operative Dentistry (used once) 
Prosthetics (three times) 
Periodontia (seminars) 6 days 


Education 3417: a Seminar on 
Educational Television 

Radio-TV 3323: Production in 
Educational Television 


36694 O—59-__7 
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USES OF CLOSED C1RCULT TELEVISION FACILITIES 


Academic of 


__level_ Students. 


Medical 


Trade Sch. 00 


Fresh-Soph. 265 
Freshman us 
Freshman 8u 
Freshman 90 
Senior 30 
Graduate - 
& Sen. 

College - 
Freshman 180 
Soph. Dent. 60 


Sen. Dent. 83 
Sen. Dent. 83 
Jun. Dent. 8 
Practitioners 20 


Jun. Sen. 1s 


Courses inp Television 
Other Uses of sed Circuit Systen 
e 





To be used for observing child development tests and demonstra- 
ting such to 3rd and 4th year medical students; also to be used 
by the Vascular laboratory in the Department of nedicine. 


Aleo used for technical training in operation, installation 
and maintenance of TV equipment. 


Also used extensively for student training and as a rehearsal 
studio for regular University TV productions on nearby stations. 


Available: report covering one year of closed circuit 
activity. 


Also used for a graduate television and audio-visual workshop 
with emphasis on teacher training and educational applications 
of television, along with a history and philosophy of ETV as 
it is developing. seport being compiled, June 1958. 


Being offered as a regular course for the first time in sumer 
of 1958, based on experience from two previous 2-week workshops. 
Also used to train specialists in the art of teaching by tele- 
vision (studio teachers); intend to make facilities available 
for open-circuit when Nashville has an ETV station. 


Television training, daily news, sports and weather programs 
to campus outlets. 


Also used for training lab for students of broadcasting in 
production, announcing, etc. 


Junior level Television Production class also makes weekly 
use of facilities in connection with lab projects. 


CUE MSE a 
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LOCATIONS 


Educational Institution 


and 
Office or Department 
responsible for 


EDUCATIONAL TELEVISION 


Origination 
Pointe 


Labs 


Stu- Class and 


TV operation dios rooms Other 


TEXAS (continued) 


Baylor University 
School of Medicine 
Dept. of Physiology 
Texas Medical Center 
Houston 25 


University of Texas 
Houston 


Dental Branch 
audio Visual Div. 


M.D. Anderson Hospital 
and Tumor Institute 
Medical Commnications 

Departament 


Board of Education 
(Snyder High School and 


University of Virginia 
The Library 
Charlottesville 


Medical College of 
Virginia, School of 
Dentistry 

Visual Education Dept. 

1200 E. Broad Street 

Richmond 19 





- - 1 
(Library) 


l* 


or 
Equipment 


Txage Vid- Fin 
Orth. icon and/or 
Cam- Cam- Slide 


sree -qren-Ghaine _ Bdge. 


ls 





Reception 
nner ceneen: 


is 


Labs 
Class and 
rooms Other 


[EF 





*Color cameras, compatible systen. 
Projection receiver (h} x 6 ft. 
picture) for 300 seat auditoriun. 
Several portable receivers. 


@TV production rooms. 
Expansion planned. 


One projection receiver. All 


Special purpose equipment used in 
thie project is limited to 
transmitting the printed page. 


Some use of portable receivers at 
other locations. 
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USES Or QLOSED CLsOUIT TELEVISION P ACJLITIES 


Subjects Taught by Closed Circuit Television Courses in Television 


Course Title Grade or umber Other Uses of Closed Circuit 
or Academic of 
cere creme... sens, SI ileal ii eh laren ce cece 


Physiology (regular session) Undergrad.hed. Ip each of 10 student labs (with § students each), there is 
Physiology and Biophysics present a televised scene of a demonstration, which can 
(summer session) Graduate Med. originate at either the human studies roos or in the sain 

demonstration roon; an accompanying sound channel, a three 
channel graphic record, and a two-way intercommunication systes. 
4n additional channel is provided for oscilloscope data, etc. 
Available: Brochure of 7 pages plus diagrams, entitled 
"The Laboratory of Physiology". 


Radiology 

Microbiology 

Gross Anatomy 

Anatogy Demonstration 
os n 


Also used for Postgraduate Clinics, and for clinics for 
Americsn Dental Association via micro-wave. 


” 7 
Yhysiology 
Histology 
Physics 
Dental Anatomy 
Dental Materials 
Complete Restoration 


SSSSSSCRSSEESR 


Se ine Used for postgraduate demonstration of surgical techniques and . 
for the desonstration of patients. Also used to produce public 
information programs in color, these programs being microwaved 
to commercial television stations. Available: *The Use of 
Color Television in Medical Education", and "Trends in Color 
Television in Medical Education °. 


Began with one general science class in 1956; expanding to 
include 1500 daily student class hours for 1958-59. The 
"A Study of the Outcomes of Two Con- 


Used to observe teaching of classes in the "training school". 
Also used for parent-teacher conferences. 


A special project to study the feasibility of transmitting 
reading saterial from the main library to other points on the 
campus, especially the “extension library" in a classroom 
building. 


Surgery 
Reconstructive Dentistry 
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LOCATIONS x FaCILITIES 
Origination Equipment Reception Other 
Educational Institution Points Equipment 
and = 
Office of Department Labs Orth. icon and/or Labs TV and 
responsible for Stu- Class and Cam- Cam~ Slide Class and Sets, 
TY operation dios rooms Other eras eras Chains Bldgs. rooms Other Total Comments 


VIRGINIA (continued) 


Union Theological u 7 
Seminary 

Audio-Visual Center 

Richmond 


WASHINGTON 


Central Washington - 
College 

Office of Visual Education 
Ellensburg ’ 


Any in 3 - 
6 schools 


University of Washington 
Seattle 


Department of 2 2 - 4 
Educstional Television 


Division of Health - - ie! eres 
Seiences | 

Closed Cirevit Tele- ’ 
vision Committee ' 


WISCONSIN 


Milwaukee Vocational 1 - - 2 
and Adult Schools ' 
1015 Worth Sixth St. 

Milwaukee 3 


Marquette University - - 5 e 
School of Dentistry 

60h N. Sixteenth Street 

Milweukee 3 


New London High School - . 3 te 
Principal's Office 
New London 





Camera and receivers are moved 
| when needed. 


Cameras are mobile; talk-back 

| system between professor and 
classroom teacher, and link for 
directing camermen. Cable con- 
nects College with 1 high school, 
1 jr. high, 1 intermed. sch. and 
3 grade sch. Prof. can choose 
picture from 2 cameras. 


Studios also used for ETV station 
KCTS-TV. Kinescope recorder. 





*#One mobile television camera 
unit is used in many different 
labs and classrooms in the 
Division of Health Sciences. 


Studios also used for ETV station 
WIVS-TV. Kinescope recorder. 


Cameras used at five points of 
origin; receivers also portable. 
Hope to build studio in 1958. 


Camera in Study Hall, controls and 
j monitoring screen in room near 
Principal's office, 








or 
Subject 


Operative Dentistry 


Postgrad. Dent. Educ. 
Dental Hygiene 
Fixed Partial Dentures 


General Surgery 
Psychiatric Clinic 


Operative Dentistry 
Crown and Bridge 
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Subjects Taught by Closed Circuit Television 


Grade or 
Academic 
Level 


Graduate 


Dental 
Dental 


Dental 
Dental 


CimCulT PACILITIES 


Courses in Television 


Other Uses of Closed Circuit System 
wailable 
an iagtietesctienttinerinceemnsmmmaegiaes 





Used for selected observations and demonstrations from any of 
six public schools, for teacher trainees in four viewing rooms 
holding more than 200. student-teachers. Also used for courses 
in television. Available later this year: an unpublished 
master's thesis. 


Used as lab for 3 TV courses; also used three sessiomper year 
for advertising classes, and five sessions per year for TV News 
classes. 


Also used in the School of Nursing in the Teaching Hospitals. 


Used as lab for television courses. 


System just finished in Spring, 1958. 


UVeed entirely to supervise study hall without requiring 
presence of an instructor. 


ee 
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Alabara 


Californie 


Colorado 


District of 
Columbia 


Georgia 


Tllinois 


Kansas 


Maryland 


Missouri 


New Jersey 


New York 


Oklahoma 


Tennessee 


Texas 


Virginia 





EDUCATIONAL FELEVISION 


MILITARY CLOSED CIRCUIT TELEVISION INSTALLATIONS 
USED FOR 
INSTHUCTION AND TRAINING PURPOSES 


Army Ordnance Guided Missile School, Redstone Arsenal, Huntsville 


Air University, Maxwell Field, Montgomery (being installed) 
Aray Language School, Monterey 
Air Porce Academy, Colorado Springs (being installed) 


Walter Reed Army Medical Center, Washington 


Arey Signal Corps Training Center, Fort Gordon 
Naval Service School Command, Great Lakes 
Port Leavenworth, Fort Leavenworth 


Naval Academy, Annapolis (see page 16) 
National Naval Medical Center, Bethesda 


Engineer School, Port Leonard Wood 
Aray Signal Corps, Fort Monmouth 


Aray Chaplains School, Fort Slocun 
Aray Signal Corpse Pictorial Center, Long Island City 
United States Military Academy, West Point 


aray Artillery and Guided Missile Center, Fort Sill 

Weval Air Technical Treining Center, Memphis 

Arwy Artillery and Guided Missile School, Fort Bliss 
School of Aviation — Randolph Air Force Base 


tal equipment) 


aray Transportation School, Fort Eustis 
Arwy Quartermaster School, Fort Lee 
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REPORTS AVAILABLE 
CONCERNING 


MILITARY TELEVISION INSTRUCTION AND RESEARCH 


The following reports concerning television instruction and research in the Army are 
available upon request from the Audio-Visual Applications Office, Army Pictorial Service 
Division, Office of the Chief Signal Officer, Department of the Aruy Headquarters, 
Washington 25, D.C.: 


"Pactors Leading to Effective Television Instruction" 

by Richard P. Runyon, Otello L. Desiderato and Joseph H. Kanner 
Reprinted from Audio-Visual Commnication Review 

Volume 3, Mumber 4, Fall 1955. 


"Procedures for Improving Television Instruction* 

ty Otello L. Desiderato, Joseph H. Kanner, and Richard P. Runyon 
Reprinted from Audio-Visual Communication Review 

Volume 4, Number 1, s 


"Present Status of Signal Corps Television Research" 
by Richard P. Runyon and Joseph H. Kanner 
Reprinted from Audio-Visual Communication Review 
Volume 4, Number 2, " 


“Putare Trends in Television Teaching and Research" 
by Joseph H. Kanner 


Reprinted fren sutio-Tieyal, Commpdeatien Rovtev 
Volume 5, , ° 


“Television in Army Training, Bvaluation of ‘Intensive’ Television for 
Basic Electricity* 

ty Joseph H. Kanner, Sanford Kats and Peter B. Goldsmith 

37 p. mimeo, with list of references; January 1958. 


"a Report on Television in Army Training: The Application of Television and 
Kinescope Recording to Reduce Instructor and Student Training Time and 
Coste" 
by Joseph H, Kanner, William A. Mindak, and Sanford Kat« 
35 p. mimeo, with bibliography and appendices comparing results with 
traditional teaching procedures; June 1, 1958. 


The following reports concerning television instruction and rescarch in the Navy are 
available upon request from the U.S. Naval Training Device Center, Attention Code 103, 
Fort Washington, New York: 

Technical Report No. NAVTRADEVCEN 20-TV-1; 
Instructional Television Research Reports 
WAVEIOS P-15hh 


Television Research and the Study of Man 
WAVEXOS P-1552 


= O 











Calendar No. 53 


86TH CoNnaREss } SENATE { Report 
1st Session No. 57 





AMENDING THE ACT OF JUNE 28, 1958, TO PROVIDE FOR 


A NATIONAL OUTDOOR RECREATION RESOURCES 
REVIEW COMMISSION 





Fesrvary 26, 1959.—Ordered to be printed 


Mr. AnpgErson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 82] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 82) to amend the act of June 28, 1958, creating a 
National Outdoor Recreation Resources Review Commission, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILL 


S. 82 amends the act establishing the National Outdoor Recreation 
Resources Review Commission to permit that Commission to fix the 
compensation of its executive secretary and other employees without 
regard to the Classification Act of 1949, as amended. 

The Commission is a temporary body which is to make a study of 
the adequacy of outdoor recreation facilities in the United States 
and recommend to the President and to the Congress programs and 
ses to assure adequate outdoor recreation facilities in the future. 

he Commission is to report September 1, 1961, and will cease to 
exist not later than September 1, 1962. s 

The measure passed by the 85th Congress (S. 846) creating the 
Commission, at section 4(a) authorized the Commission to appoint 
and fix the compensation of the executive secretary and additional 

ersonnel without regard to the civil service laws and regulations. 
owever, executive officials have held that a specific exemption from 
the Classification Act of 1949, as amended, is necessary to accomplish 
the obvious intention of the Congress. S. 82 simply adds, in sect'on 
4(a) of the original act, after the phrase “without regard to the civil 
service laws and regulations,” the additional phrase, “and without 
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2 AMENDING THE ACT OF JUNE 28, 1958 


regard to the Classification Act of 1949, as amended,” to achieve 
the original purpose. 

Because of the temporary nature of the Commission and of tenure 
under it, the propose ee is needed to make possible employ- 
ment of competent personnel. 


REPORTS OF EXECUTIVE AGENCIES 


The Civil Service Commission and the Bureau of the Budget make 
no objection to passage of the measure. Their reports on 8, 82 follow: 


U.S. Civit Service Commission, 
Washington, D.C., February 3, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear Senator Morray: This is in reply to your letter of January 
14, 1959, requesting our comment on S. 82, a bill to amend the act of 
June 28, 1958, to provide for a National Outdoor Recreation Resources 
Review Commission, and for other purposes. 

S. 82 will authorize the National Outdoor Recreation Resources 
Review Commission to fix the compensation of its executive secretary 
and other personnel without regard to the Classification Act of 1949 
as amended, The Commission is a temporary organization establishe 
by the act of June 28, 1958 (Public Law 85-470) which will cease to 
exist not later than September 1, 1962. 

i The Civil Service Commission has no objection to enactment of 
. 82. 
We have been advised by the Bureau of the Budget that there is no 
objection to the submission of this report. 
y direction of the Commission. 
Sincerely yours, 
Harris Evtsworts, Chairman, 





Executive Orrice oF THE PRESIDENT, 
Bureau or THe Bouncer, 
Washington, D.C., February 2, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington D.C. 


My Dear Mr. CuatrMan: Reference is made to your letter of 
January 14, 1959, requesting the views of the Bureau of the Budget 
with respect to S. 82, a bill to amend the act of June 28, 1958, to 
provide for a National Outdoor Recreation Resources Review Com- 
mission, and for other purposes. 

The purpose of the bill is to exempt employees of the National 
Outdoor Recreation Resources Review Commission from the Classi- 
fication Act of 1949, which governs compensation of Federal 
employees. 
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In view of the temporary status of the Review Commission, the 
Bureau of the Budget would have no objection to enactment of the 
exemption proposed. 

Sincerely yours, 
Puiu S. Huenss, 
Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, S. 82, 
as reported, are shown as follows (additions to existing law are 
italicized) : 

Pustic Law 85-470 


Sec. 4. (a) The Commission is authorized, without regard to the 
civil service laws and regulations, and without regard to the Classifica- 
tion Act of 1949, as amended, to appoint and fix the compensation of 
an executive secretary and such additional personnel as may be 
necessary to enable it to carry out its functions, except that any 
Federal employees subject to the civil service laws a  yomeoe 
who may be assigned to the Commission shall retain civil service 
status without interruption or loss of status or privilege. 


O 
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Mr. Haypsn, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany H.J. Res. 198] 


The Committee on Rules and Administration to whom was referred 
the joint resolution (H.J. Res. 198) providing for the filling of a 
vacancy in the Board of Regents of the Smithsonian Institution, of 
the class other than Members of Congress, having considered the 
same, report favorably thereon without amendment and recommend 
that the joint resolution do pass, 

Title 20, section 42, United States Code, provides in relation to the 
Institution’s Board of Regents that in addition to the Vice President 
of the United States, the Chief Justice of the United States, three 


Members of the Senate, and three Members of the House, the Board 
shall include— 


* * * six other persons, other than Members of Congress 
two of whom shall be resident in the city of Washington; and 
the other four shall be inhabitants of some State, but no two 
of them of the same State. 


The appointment of Mr. Fleming to succeed himself is within the 
classification of citizen regents who reside in the District of Columbia. 

Biographical information on Mr. Fleming and an accompanying 
letter relating to Senate Joint Resolution 35, the Senate companion 
joint resolution, from Leonard Carmichael, secretary of the Smith- 
sonian Institution, to Senator Thomas C. Hennings, Jr., chairman of 
the Committee on Rules and Administration, are as follows: 
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SMITHSONIAN INSTITUTION, 
Washington, D.C., February 9, 1959. 
Hon. Tuomas C. Hennings, Jr., 
Chairman, Committee on Rules and Administration, 
U.S. Senate, Washington, D.C. 

My Dear Senator Hennines: Thank you very much for your 
letter of February 3, 1959, and for sending me a copy of Senate Joint 
Resolution 35, introduced by Senator Anderson, to provide for the 
es of Robert V. Fleming as a citizen regent of the Board 
of Regents of the Smithsonian Institution. 

Mr. Robert V. Fleming is one of America’s distinguished bankers 
and philanthropic leaders. He has given most generously of his time 
in performing his duties as a regent of the Smithsonian Institution. 
He is at present chairman of the executive committee of the Board of 
Regents. At the recent annual meeting of the Board his fellow regents 
formally voted unanimously to request his reappointment. Mr. 
Fleming’s services to the Smithsonian have been outstandingly 
valuable because of the wisdom that he brings to the Institution in 
connection with the management of its invested funds. 

Not only all the regents but the staff members of the Smithsonian 
most urgently hope that Mr. Fleming may be reappointed as a 
citizen regent. 

As you suggest, I am enclosing with this letter a statement con- 
cerning Mr. Robert V. Fleming. 

Sincerely yours, 
LronarD CaRMICHAEL, Secretary. 

Enclosure. 


Fieminc, Robert Vedder, banker; born, Washington, D.C., No- 
vember 3, 1890. Son of Robert Isaac and Bell (Vedder) F. Educa- 
tion: George Washington University, honorary LL.D. 1939. Married 
Alice Listen Wright November 27, 1912 (deceased); children Alice 
Marie (Mrs. William S. Renchard), Robert Wright F. Began with 
Riggs National Bank, Washington, D.C., 1907; assistant cashier, 
1916-20; cashier and secretary of the board, 1920-21; vice president 
and cashier, 1921-24; first vice president, 1924-25; president 1925-35 
president and chairman of the board, 1935—-December 13, 1955; chair- 
man of the board and chief executive officer since December 13, 1955. 

Director: Chesapeake & Potomac Telephone Co.; Hotel Waldorf- 
Astoria Corp.; Metropolitan Life Insurance Co. of New York; Pan 
American World Airways, Inc.; Potomac Electric Power Co.; Southern 
Railway Co.; Julius Garfinckel & Co. 

President: District of Columbia Bankers Association, 1928-29; 
American Bankers Association, 1935-36; Association of Reserve City 
Bankers, 1944-45. 

Member: Business Advisory Council for the Department of Com- 
merce; Federal Advisory Council to the Board of Governors of the 
Federal Reserve System, representing Fifth Federal Reserve District, 
1942-45, inclusive, February 1947 through December 1957. Secon 
Vice President of Council, 1948-49; vice president, 1950-55; long | 
1956-57; chairman, committee on | peor ong borro , an 
member, advisory committee on special activities, American Bankers 
Association. Member, committee on Federal relationships, Associa- 
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tion of Reserve City Bankers; treasurer, Chamber of Commerce of 
United States, 1933-42; member; board of trustees and finance 
committee, retirement system, American National Red Cross; 
chairman, board of trustees, endowment fund, American National 
Red Cross; treasurer, National Republican Congressional Committee 
since 1926; life trustee and chairman, finance and investment com- 
mittee, Corcoran Gallery of Art; appointed by Board of Commis- 
sioners, District of Columbia, as member, Citizens Advisory Council, 
Government of District of Columbia, July 1, 1952; elected chairman 
July 2, 1952; resigned as of June 30, 1953; appointed by Board of 
Commissioners, District of Columbia, as member, Citizens Advisory 
Committee on Public Works for the District of Columbia, March 25, 
1952; appointed Chairman, Finance Subcommittee for Economic 
Development for the District of Columbia; member, advisory com- 
mittee of laymen, section of judicial administration, American Bar 
Association; member, municipal finance committee, law and legisla- 
tion committee, national representative and District of Columbia 
form of government committee, economic development committee, 
Greater National Capital committee of the Washington Board of 
Trade (president, 1934-35, treasurer, 1946-49). Director, Gorgas 
Memorial Institute of Tropical and Preventive Medicine; chairman 
board of trustees, George Washington University; life trustee and 
vice president and treasurer, National Geographic Society; member, 
Board of Regents and chairman, executive committee, Smithsonian 
Institution; member, National Capital Sesquicentennial Commission, 
Washington, D.C.; District of Columbia Council, Boy Scouts of 
America; chairman, finance committee, Air Force Aid Society; 
national director and member, advisory council, Navy League of 
United States; chairman, President’s Advisory Commission on Presi- 
dential Office Space; chairman, Inaugural Committee, 1957; director, 
banking and financing division of American Road Builders Associa- 
tion; trustee, Automotive Safety Foundation; trustee and treasurer, 
Robert A. Taft Memorial Foundation, Inc.; Chairman, District of 
Columbia Committee, White House Conference on Education; 
member, District of Columbia Auditorium Commission appointed by 
President of United States; director, United Givers Fund. Chair- 
man and director, District of Columbia Committee for Eisenhower 
Presidential Library. Member and first vice president, Friendly Sons 
of St. Patrick of the City of Washington. 

Awarded Cosmopolitan Club medal and citation as citizen of Wash- 
ington who performed the most outstanding civic service in 1933. 
Certificate of merit for 1937 by Society of Natives, District of Colum- 
bia, as Washington’s most outstanding citizen in point of service to the 
community; citation for distinguished citizenship by Department of 
District of Columbia, American Legion, 1938. Awarded Certificate 
of Merit of the Commissioners of the District of Columbia, July 1, 
1953, in recognition of his outstanding service to the community and 
to the Government of the District of Columbia as first Chairman of 
the Citizens Advisory Council. Chosen by Washington Board of 
Trade for 1956 man of the years. 








se ES 
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Commander, U.S. Naval Reserve, retired. Episcopalian. Mason. 

Clubs: Alfalfa (president, 1949) ; Burning Tree (president, 1937-45); 
Chevy Chase; Metropolitan; National Press; Rotary (honorary); The 
Brook (New York); Omicron Delta Kappa. 

Home: 2200 Wyoming Avenue NW., Washington 8, D.C. 

Office: The Riggs National Bank, Washington, D.C. 


O 
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LETTER OF TRANSMITTAL 





DecemsBer 31, 1958; 
Hon. James O. Eastuanp, 
Chairman, Committee on the Judiciary 
United States Senate, Washington, D.C. 

Dear Senator Eastianp: The Subcommittee on Antitrust and 
Monopoly transmits herewith, for the information of the members of 
the Committee on the Judiciary, the subcommittee report entitled 
“Activities of the Subcommittee on Antitrust and Monopoly—1958.” 

Sincerely, 
Estes KEeravuver, 
Chairman, Subcommittee on Antitrust and Monopoly. 


v 
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Mr. Keravver, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[Pursuant to S. Res. 231, as extended, 85th Cong., 2d sess.] 


This report covers the activities of the Subcommittee on Antitrust 
and Monopoly for the year 1958. The Subcommittee on Antitrust 
and Monopoly is a subcommittee of the Committee on the Judiciary 
whose membership during the 2d session of the 85th Congress consist 
of Senator Estes Kefauver, of Tennessee, chairman; Senator Thomas 
C. Hennings, Jr., of Missouri; Senator Joseph C. O’Mahoney, of 
Wyoming; Senator John A. Carroll, of Colorado (successor to the 
late Senator Matthew M. Neely of West Virginia); Senator William 
Langer of North Dakota; Senator Everett McKinley Dirksen, of 
Illinois; and Senator Alexander Wiley, of Wisconsin. 

Because of the continuing need for a study and investigation of 
the antitrust laws of the United States, their administration, opera- 
tion, and effect, and in order to determine the nature and extent of 
any legislation necessary or desirable to preserve and promote com- 
petitive free enterprise and promote the general antitrust laws and 
monopoly policy Sianiglore expressed by legislation, the Judiciary 
Committee requested, and the Senate passed, Senate Resolution 231 
on February 5, 1958, authorizing the expenditure of up to $365,000 
to enable this committee through its subcommittee: 


* * * to make a complete, comprehensive, and continuing 
study and investigation of the antitrust and antimonopoly 
laws of the United States and their administration, interpre- 
tation, operation, enforcement, and effect, and to determine 
and from time to time redetermine the nature and extent of 
any legislation which may. be necessary or desirable for— 

(1) clarification of existing law to eliminate conflicts 
and uncertainties where necessary ; 


1 
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(2) improvement of the administration and enforce- 
ment of existing laws; 

(3) supplementation of existing law to provide any 
additional substantive, procedural, or organizational 
legislation which may be needed for the attainment of 
the fundamental objects of the laws and the efficient 
administration and enforcement thereof. 


Senate Resolution 231 also directed that the Judiciary Committee 
make a report of its findings, together with its recommendations for 
legislation as it deemed advisable, not later than January 31, 1959. 
Pursuant to that direction, the Subcommittee on Antitrust and 
Monopoly submits this report to the chairman of the Senate Judiciary 
Committee on the activities of the Subcommittee on Antitrust and 
Monopoly for the year 1958. 

Of the $365,000 appropriated for the subcommittee’s activities, 
which will not be ended until January 31, 1959, it is estimated that 
approximately $20,000 will be returned. In January 1958, at the 
expiration of the subcommittee’s appropriation under Senate Resolu- 
tion 57, the subcommittee employed 15 professional and 12 clerical 
personnel regularly and 3 professional and 1 clerical personnel as 
w.a.e.employees. As of the end of December 1958, the subcommittee 
regularly employed 19 professional, 15 clerical personnel, and 1 
professional on a reimbursable basis, and 3 professional and 2 clerical 
personnel in.@ w.a.e. capacity. 

As of December 31, 1958, the professional staff consisted of — 

Paul Rand Dixon, counsel and staff director. 
Donald P. McHugh, counsel. 

Peter N. Chumbris, counsel for the minority. 
Theodore T. Peck, special counsel for minority. 
Carlile Bolton-Smith, special counsel for minority. 
Gareth M. Neville, assistant counsel. 

Horace L. Flurry, assistant counsel. 

Philip R. Layton, assistant counsel, 

George E. Clifford, assistant counsel. 

Wilbur D. Sparks, attorney. 

Joseph C. Golden, attorney. 

Peter T. Posmantur, attorney. 

Louis Rosenman, attorney. 

Thomas C. Williams, attorney. 

Raymond C. Cole, investigator. 

John M. Blair, chief economist. 

E. Wayles Browne, Jr., economist, 

Walter S. Measday, economist. 

Carl L. Fry, special economist. 

It has been the continuing responsibility of the subcommittee’s 
staff to obtain for the subcommittee desired evidence and factual data 
on both sides of every problem. The staff’s responsibilities have also 
included the preparation of material for hearing purposes, the inter- 
viewing of witnesses and general preparation of information for the 
subcommittee, including staff reports to the subcommittee and sug- 

ested subeommittee reports. One of the principal duties of the staff 
aa been the assistance rendered to the chairman and the individual 
members of the subcommittee in handling numerous complaints an 
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suggestions submitted by interested parties in matters within the 
scope of the subcommittee’s authorization. 

‘he subcommittee remains convinced that our system of competi- 
tive free enterprise in American business is basic to our economy and 
that the antitrust laws have been, and should continue to be, a major 
instrument in effectuating and carrying out this competitive free enter- 
prise philosophy. With the development and growth of American 
industry, the ideal of a competitive free enterprise system continues to 
be the sought-for objective of Congress. The public interest con- 
tinues to demand that its lawmakers maintain the vigilance necessary 
to protect this system and effectuate supplementary legislation where 
found needed to that end. For our free enterprise system to survive, 
all unreasonable restraints of trade must be ferreted out, understood, 
and dealt with. This is necessary because it has always been the 
objective, under our free enterprise system, to provide for all American 
businessmen, regardless of size, the right to be independent and the 
right to make their own decisions and determine individual actions in 
accordance with individual judgment and immediate need. The con- 
tinuing objective of the Antitrust and Monopoly Subcommittee has 
been to see to it that this great American heritage continues and does 
not pass from the American scene. 

During our past history, the Congress from time to time has seen 
fit to pass additional legislation to implement the policies expressed in 
the various antitrust enactments. The subcommittee has carried on 
varied objective studies in the broad antitrust field and believes that 
such studies should be continued in order that it might be determined 
whether clarification, improved enforcement or supplementation of 
existing laws might be necessary to meet the changing developments 
in our expanding economy, and in order to see to it that our existin 
laws are adequately enforced so that the public is afforded the ful 
protection guaranteed by the laws. 

Concentration in American business and apparent monopoly power 
continues to present to Congress the problem of maintaining a proper 
balance between the various segments of our free, competitive enter- 
prise system. ‘This problem continues to magnify itself, especially 
in the light of the day-by-day ever-increasing demand for an industrial 
capacity capable of adequately supplying to the public and the Govern- 
ment their product stn 

Congress cannot close its eyes, nor escape its responsibility, for the 
regulation of foreign and interstate commerce. The Founding Fathers 
of our great Nation saw fit in article I, section 8, of the Constitution to 
impose upon the Congress the power and responsibility ‘‘to regulate 
Commerce with foreign Nations, and among the several States, and 
with the Indian Tribes.” Except in those instances where the Con- 
gress has seen fit to recognize the fact that monopoly best serves the 
public interest and has created regulatory agencies to regulate such 
activity, the Congress, acting in the public interest, has depended 
upon the various antitrust acts in order to police and eradicate undue 
restraints of trade and monopolies harmful to the public. The sub- 
committee’s efforts in observing and studying basic industries’ conduct 
with respect to the effectiveness of existing antitrust laws and their 
enforcement is a necessitv to orderly and effective legislative action. 

In conformance generally with these views and purposes, the sub- 
committee has made studies, investigations, held hearings, and issued 
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reports in the following fields during the year 1958: Restrictive busi- 
ness practices conference; administered prices in the steel industry; 
consideration of proposed S. 198, a bill to amend the Clayton Act 
as amended, by requiring prior notification of corporate mergers and 
other purposes; consideration of proposed S. 721, a bill to amend 
section 11 of the Clayton Act to provide for the more expeditious 
enforcement of cease and desist orders issued thereunder; considera- 
tion of S. 722, a bill to amend the Clayton Act to prohibit certain 
bank mergers and provide for more effective enforcement thereof; 
consideration of S. 3479, a bill to amend section 11 of the Clayton 
Act to vest the Federal Trade Commission with jurisdiction to issue 
preliminary injunctions in the enforcement of section 7 of the Clayton 
Act under certain circumstances; together with the Committee on 
Agriculture and Forestry, further hearings were held on S. 1356, a 
bill to amend the antitrust laws by vesting in the Federal Trade 
Commission jurisdiction to prevent certain monopolistic acts and 
practices; further consideration of proposed Senate bill 11, relating 
to strengthening the Robinson-Patman Act and amending the anti- 
trust laws prohibiting price discrimination; consideration of S. 4070 
and H. R. 10378, identical bills to exempt from the antitrust laws 
certain actions of organized team sports; inquiry into and issuance of 
a report on the administered pricing practices in the automobile 
industry; a case study of incipient monopoly in milk distribution; 
administered prices in asphalt roofing; a study of the business o 
insurance. The nature of each of these studies is briefly stated 
hereinafter. 


RESTRICTIVE BUSINESS PRACTICES CONFERENCE 


In order to foster greater understanding and cooperation with Euro- 
pean and Japanese authorities concerning our distinctively American 
system of antitrust enforcement, a conference was held in the Senate 
on February 3, 1958. The members of the Antitrust and Monopoly 
Subcommittee, together with the staff, conferred with the European 
Productivity Agency Mission on Restrictive Business Practices, and 
with the Restrictive Trade Practices Study Team of Japan. These 
proceedings were published in the form of a subcommittee print, and 
that report, entitled “Restrictive Business Practices,” is incorporated 
herein and made a ous hereof by reference. The Judiciary Com- 
mittee has authorized the publication of this report as a Senate docu- 
ment. The European officials represented a mission of the Organiza- 
tion of European Economic Cooperation (OEEC), while the Japanese 
officials represented a restrictive trade practices study team under the 
auspices of the International Cooperation Administration (ICA) and 
the Japanese Productivity Center. The legal and economic aspects 
of important antitrust problems were carefully explored. The prin- 
cipal purpose of the conference was to furnish these visiting European 
and Japanese officials with a greater understanding of the philosophy 
of the American antitrust laws and an insight into their practical 
operation, with particular emphasis on the attitude of the officials of 
the legislative branch of the Government mone these matters. 
The report has been widely distributed in Europe and Japan. 
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ADMINISTERED PRICES IN STEEL INDUSTRY 


Following the testimony of five economists who produced general 
information on administered prices, on August 8, 1957, the subcom- 
mittee began the industry-by-industry phase of its study of adminis- 
tered prices in some of the highly concentrated industries of economic 
importance to the country. 

- view of the high degree of concentration and increased prices 
of steel of $6 per ton just having been made by United States Steel 
Corp. and generally followed in the industry, that industry became 
the first to be considered. At the hearings representatives of the 
two largest companies and one medium-size company testified. A 
representative of the United Steelworkers of Reeatirs presented 
organized labor’s views with respect to the industry’s claim of in- 
creased labor cost as a cause of the price increases made in 1956 and 
1957. The subcommittee also received testimony by a leadin 
management consultant and by several witnesses relating to improv 
methods of production and their uses. 

The report of the subcommittee on the steel industry was com- 
pleted and published on March 13, 1958. Additional views were 
issued in separate individual statements by Senator Everett McKinley 
Dirksen and Senator Alexander Wiley. Senator Dirksen filed his 
views in the nature of a dissent. The report reviewed the uniform 
pattern of prices of leading producers of steel which has existed 
generally in the industry since early after the turn of this century 
and traced its legal case history. The early days of price agree- 
ments were succeeded by the single basing-point system commonly 
known as the Pittsburgh-plus pricing system. That system having 
been found violative of the Clayton and Federal Trade Commis- 
sion Acts, the industry turned to a multiple basing-point pricing 
system under which identical base prices, extras, and delivery charges 
from a number of selected base points resulted. In 1947, the multiple 
basing-point system was attacked by the Federal Trade Commission. 
Following a decision in a similar case against the Cement Institute 
and its members in 1948, the Federal Trade Commission entered in 
1951 into a consent settlement and order with the respondents in the 
steel industry. 

Although the steel industry’s pricing method changed to prices 
f.o.b. each producing steel mill and delivered prices based on those 
base prices, extras, and actual freight tariffs, uniformity of prices to 
the purchasers of steel and on bids to the Government were indicated 
by the hearings. 

Disturbing problems are present in the steel industry. Some of 
them are high levels of concentration, the long-established practice of 
= leadership on rising as well as declining market prices, the 

istorical use of elaborate pricing systems resulting in identity of 
delivered prices, insensitivity of the industry’s prices to changes in 
the market conditions, and the inflationary effects of such steel pricing 
on the economy of the country. 

In the study of administered prices in the steel industry, the 
subcommittee sought to ascertain whether present antitrust laws are 
adequate to cope with the problem or whether new laws are required. 
In order to answer that question it was deemed necessary to have 
further information in other administered-price industries and the 
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expert opinions of the antitrust enforcement agencies and legal and 
economic scholars. As a beginning of that process, copies of hearings 
and the subcommittee’s report were furnished to the Antitrust Divi- 
sion of the Department of Justice and the Federal Trade Commission 
with the request that they consider the report and be prepared to 
give their opinions to the subcommittee. The report posed the 
problem as follows: 


Whether illegal conduct or abuse of power (is) involved in 
pricing in the steel industry should be determined and acted 
on by the Antitrust Division of the Department of Justice 
and the Federal Trade Commission. If no violations of 
present law are found and amendments are believed to be 
needed, such recommended changes would aid Congress. 


On August 5, 1958, Hon. Victor R. Hansen, Assistant Attorne 
General in charge of the Antitrust Division and authorized to spea 
for the Department of Justice, testified at length. Several members 
of the Division’s staff appeared with him. He expressed concern 
about the trend of rising prices of steel and the price leadership prob- 
lem in the industry. The subcommittee was assured that he had 
assigned a professional staff to a study of the transcript of hearings 
and the report and expected to enlarge the staff if it was recommended 
by the staff that further action should be taken by the Department. 
His testimony included consideration of the cases previously brought 
in the steel industry and the legal implications reflected in the report. 


After suggesting several additions to the antitrust laws, Judge 
Hansen stated: 


I would be remiss if I did not say that the work of this 
committee, and also the work of the Celler committee, has 
been tremendously helpful to us. 

Your report of March 1958 gave us much information and 
eliminated a lot of spadework that would have been required 
of us. So, as I say, I would be remiss if I did not say that 
much of our investigative work is done by your very com- 
mittee. 


On the following day, Hon. John W. Gwynne, Chairman of the 
Federal Trade Commission, appeared with eight members of the 
Commission’s staff and testified. He expressed the concern of the 
Commission about price increases in the steel industry as well as in 
other industries which has created a situation that has some dangers. 
He and the staff members all explained the compliance reports under 
the consent order which had been ordered by the Commission. It 
had been concluded that the compliance reports indicated no viola- 
tions of the consent order. With respect to the last two price increases 


in the steel industry having antitrust implications, Mr. Gwynne 
stated: 


I have no evidence which indicates that there is ground to 
believe that those increases were the result of conspiracy. 


The report of the hearings on August 5 and 6, 1958, has been 
delayed pending a study of the compliance reports received and filed 
by the Federal Trade Commission as well as allowing sufficient time 
to both Justice and Federal Trade to study the latest price increase in 
the steel industry which occurred in August 1958. 
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For a full understanding of the factual issues and resulting antitrust 
implications indicated by the hearings on administered prices in the 
steel industry it is suggested that reference be made to Report No. 
1387 of the 85th Congress, 2d session. 


LEGISLATION AFFECTING SECTIONS 7, 11, AND 15 OF THE CLAYTON ACT 


On April 1, 2, 24, 25, and May 7, 1958, the subcommittee held hear- 
ings on four bills which would have amended sections 7, 11, and 15 
of the Clayton Act. These measures were S. 198, sponsored b 
Senators Joseph C. O’Mahoney and Estes Kefauver; S. 721 and S. 
722, sponsored by Senators John J. Sparkman and Edward J. Thye; 
and S. 3479, sponsored by Senator Estes Kefauver. 

S. 198, S. 722, and S. 3479 would have amended the Clayton Act 
to broaden the scope and strengthen the effectiveness of the law 
papering corporate mergers. Legislation with a similar purpose, 
H.R. 7698, had been approved by the Judiciary Committee of the 
House of Representatives. The subcommittee, after careful con- 
sideration of each of these four bills, combined their best features as 
an amendment to S. 198 in the nature of a substitute and favorabl 
reported S. 198 as thus amended to the full committee. The f 
committee failed to take final action before the end of the session. 

The first section of S. 198 as amended and reported to the full 
committee would have amended section 7 of the Clayton Act in two 
respects: First, it would have extended the existing prohibition against 
mergers and acquisitions to include those where either the acquiring 
corporation or the corporation whose stock or assets was being ac- 
quired is in interstate commerce. Second, it would have prohibited 
certain mergers until 60 days after the acquiring corporation notified 
enforcement agencies of any merger or acquisition. 

The second section of the bill would have amended section 15 of 
the Clayton Act to vest the Federal Trade Commission with authority 
to secure preliminary injunctions to restrain proposed mergers before 
their consummation or to maintain the status quo. 

S. 721 was a bill to amend section 11 of the Clayton Act. It would 
have strengthened the act in two important aspects: (1) By providin 
that Clayton Act orders should become final 60 days after issuance 1 
judicial review is not sought, and (2) by making violations of such 
orders subject to civil penalties. The enforcement provisions of the 
Federal Trade Commission Act were similarly reinforced in 1938 by 
the Wheeler-Lea amendment to that act. 

S. 721 was favorably reported by the subcommittee to the full 
committee, and by the latter to the Senate in Senate Report No. 1808, 
which is incorporated herein by reference. The bill was passed by the 
Senate and sent to the House where it was referred to the Judiciary 
Committee. The session closed without action by that committee. 


MEATPACKING LEGISLATION 


On July 18, 1957, in the 1st session of the 85th Congress, the Com- 
mittee on the Judiciary approved the report of this subcommittee to 
accompany S. 1356, entitled “Unfair Practices in the Meat Industry,” 
favorably reporting that bill. Together with this report, there was a 
dissenting minority report filed by Senators Everett McKinley 
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Dirksen, John Marshall Butler, and William Jenner. This bill sought 
to strengthen antitrust enforcement by transferring from the Depart- 
ment of Agriculture to the Federal Trade Commission jurisdiction over 
unfair and monopolistic trade practices by persons engaged in com- 
merce in meat and meat products. This measure was debated on the 
floor of the Senate and, on March 23, 1958, the Senate by unanimous 
consent referred the bill for joint consideration to the Committee on 
Agriculture and Forestry and the Committee on the Judiciary. Pur- 
_ suant to this instruction from the Senate, Report No. 1464, prepared 
jointly by these two committees, was issued by the Agriculture Com- 
mittee to accompany S. 1356. This report recommended an amend- 
ment in the nature of a substitute to S. 1356, which provided for 
exclusive jurisdiction in certain specified areas by the Department of 
Agriculture and the Federal Trade Commission, and further provided 
that the two agencies should have concurrent jurisdiction over unfair 
trade practices involving meats, meat-food products, livestock prod- 
ucts in unmanufactured form, and poultry products after they have 
been prepared in form for distribution. 

S. 1356 as amended was adopted by the Senate on May 15, 1958. 
The House did not act upon the Senate bill, but on August 12, 1958, 
it passed its own bill, H.R. 9020 (referred to as the Cooley bill), which 
provided a different solution to this jurisdictional dispute between the 
two agencies concerning unfair trade practices in the meatpacking 
industry. However, it was not possible to obtain a conference between 
the two Houses to iron out the differences in these two bills. Since it 
appeared in the closing days that no legislation would be enacted, the 
Senate, on motion of Senator O’Mahoney, adopted H.R. 9020 on 
August 22,1958. The President signed the bill on September 2, 1958, 
ee it became Public Law 85-909 of the 85th Congress. 

This law completely closes the loophole in the Packers and Stock- 
yards Act whereby large national food chains have successfully 
escaped Federal Trade Soatahision surveillance. It restores com- 
plete jurisdiction to the Federal Trade Commission to regulate the 
nonmeat activities of the large meatpackers, such as the production 
and sale of pharmaceuticals, sporting goods, leather in various forms, 
and such unrelated items as salt, fertilizers, and ice-cream confections. 
The principal feature of this law is the so-called “hot pursuit” pro- 
vision, which permits the Federal Trade Commission, for the purpose 
of perfecting its jurisdiction at the retail level, to pursue its investi- 
gation against meatpackers back to the wholesale level, provided the 
Agriculture Department does not have pending an investigation of, 
or a proceeding for the prevention of, a violation of the Packers and 
Stockyards Act involving the same subject matter. Conversely, this 
law permits the Department of Agriculture to proceed in a similar 
manner against meatpackers down to the retail level, if necessary, to 

erfect its jurisdiction over wholesale transactions. The act further 
Soauiena the authority of the Department of Agriculture over stock- 
yards under title III of the Packers and Stockyards Act and, in 
addition, provides for a separate enforcement unit within the Depart- 
ment to enforce title II of the Packers and Stockyards Act. 
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§.11——-A BILL TO AMEND THE ROBINSON-PATMAN ACT WITH REFERENCE 
TO EQUALITY OF OPPORTUNITY 


At the beginning of the 2d session of the 85th Congress, S. 11 was 
the first order of business of the full committee. The bill had been 
reported by the subcommittee near the end of the first session sub- 
stantially as introduced with neither a favorable nor unfavorable 
recommendation. 

The full committee had found it impossible to take final action at 
the first session. In this connection Senator Everett McKinley Dirk- 
sen stated as follows: 


I made some effort to present my views in opposition to 
this measure but it came at the closing days of the session 
when the committee was engrossed in legislation requiring 
immediate attention, and the full story with respect to S. 11 
has not yet been presented to the full committee. This I 
intend to do as soon as opportunity offers, because the meas- 
ure is of vital importance and would have a definite impact 
upon businesses large and small, from one end of the country 
to the other.! 


It was not until July 28, 1958, however, that the full committee 
was able to report the bill to the Senate with an amendment in the 
nature of a substitute. The Senate adjourned without having taken 
any action on the bill. 

ublished with the report were the “Views of Senators Estes Ke- 
fauver, Joseph C. O’Mahoney, John A. Carroll, and Alexander Wiley,” 
and, in dissent, the ‘“‘Views of Senators Everett McKinley Dirksen, 
William E. Jenner, John Marshall Butler, and Roman L. Hruska.” 
The report, together with views is incorporated herein by reference. 

As introduced and as reported by the subcommittee. to the full 
committee, the bill would have amended section 2(b) of the Clayton 
Act so as to make the defense of meeting competition in good faith 
unavailable in all cases of price discrimination under section 2(a) of 
the act, regardless of the product involved, where an affirmative show- 
ee lessening competition or tendency toward monopoly was made 
either as to distributors in the resale of the produce (the secondary 
line of commerce) or as to suppliers (the primary line of commerce). 

Under the amendment by the full committee which was in the 
nature of a substitute, the bill would have had a lesser reach. It 
would have made unavailable the good-faith defense (1) only in cases 
involving specified products, i.e., food, drugs, and cosmetics for human 
consumption or use without further manufacturing or processing, and 
(2) in such cases only where lessening of competition or tendency 
toward monopoly was shown in the secondary line of commerce, i.e., 
among distribution in the resale of the product. 


18. Rept. No. 1345, 85th Cong., 2d sess. 
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8. 4070 AND H.R. 10878—-BILLS TO EXEMPT FROM ANTITRUST LAWS 
CERTAIN ACTIONS OF PROFESSIONAL TEAM SPORTS 


During the month of July 1958, the subcommittee held hearings 12 
days pertaining to two identical bills dealing with the applicability 
of the antitrust laws to the organized professional team sports of 
baseball, football, basketball, and hockey. H.R. 10378 passed the 
House of Representatives on June 24, 1958, and was offered on the 
floor as a substitute for the Celler bill by Congressmen Walter, 
Keating, Miller and Harris. S. 4070, identical to H.R. 10378, was 
introduced in the Senate on June 27, 1958, by Senator Thomas (C, 
Hennings, Jr., and other cosponsors. 

On August 1, 1958, the Subcommittee on Antitrust and Monopoly 
in executive session tabled for consideration for the 85th Congress, 
S. 4070. It was the majority vote that S. 4070 in its present form was 
too broad, and that there was not enough time remaining in the 
Congress to properly hear, analyze, and finally effectuate the changes 
that were deemed necessary. 

The bills in essence provided a complete antitrust exemption for 
the various cir fenaedk Seat sport enterprises as well as for acts in 
the conduct of such enterprises. The granting of such power would 
be to give professional team sports an exemption never before granted 
to any business or industry since the enactment of the antitrust laws 
because in other instances when such an exemption was granted, 
Federal regulatory agency was simultaneously set up to direct and 
supervise the activities so exempted. 

A report in the form of a staff summary on S. 4070 has been pre- 
pared and distributed among the members of the subcommittee and, 
when issued, is incorporated by reference into this report. 


ADMINISTERED PRICES IN AUTOMOBILE INDUSTRY 


The hearings on administered prices in the automobile ee were 
a part of the subcommittee’s continuing inquiry into the problem of 

ministered price industries, similar to the factual study of the steel 
industry. The subcommittee its automobile hearings on Jan- 
uary 28, 1958, and continued to April 29, 1958. There were 15 days 
of hearings, making a record of approximately 2,203 ee ages. 
The witnesses included Harlow H. Curtice, president of General Motors 
Corp.; L. L. Colbert, president. of C er Corp; Dr. Theodore 0, 
Yntema, vice president for finance of Ford Motor Co.; George Romney, 
president of American Motors; and Walter P. Reuther, president of 
the United Automobile Workers. 

A report of the subcommittee on its study was issued on November 
1, 1958. 

Additional views were issued in separate individual statements by 
Senators William Langer of North Dakota and Alexander Wiley of 
Wisconsin. Senator Everett McKinley Dirksen, of Illinois, filed his 
views in the nature of a dissent to the majority report. 

Emphasizing the importance of new car prices in the Nation’s econ- 
omy, the subcommittee noted that one of every seven workers i0 
the Nation is dependent directly or indirectly on the automobile indus- 
try. The industry consumes nearly one-fifth of the Nation’s steel and 
vast quantities of other metals and materials. 
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The subcommittee urged the Department of Justice to— 


direct its efforts to a thorough examination of monopol 
aspects of the automobile industry * * *. The evidence ad- 
duced in the hearings at least affords indications that 
monopoly power is extant in the industry. 


The subcommittee found that the record of the hearings— 


leaves little doubt that the hard core of the monopoly 
problem in the automobile industry is in the concentration 
of production and power held by General Motors. This 
concentration appears neither compatible with nor conducive 
to a free market in which the public must buy automobiles. 


The subcommittee noted: 


It would be unrealistic to assume that so vast a corpora- 
tion as GM with its comparative position in the automobile 
industry is not possessed of an outstandingly massive buying 
and selling power. 


This has been a factor which the courts have condemned in past cases 
under section 2 of the Sherman Act. 


It appears equally clear— 
the subcommittee commented— 


that maintenance of a monopoly position for a period of years 
through means, not in themselves illegal, to forestall the 


emergence of competition, violates section 2 of the Sherman 
Act. 


The subcommittee therefore recommended that the Department of 
Justice consider— 


if justified, a case under section 2 of the Sherman Act against 
the dominant economic force in the industry. 


Under section 2, the Department of Justice may seek dissolution of a 
monopolistic firm in order to restore competition in an industry. 

The subcommittee observed that automobile production represents 
the Nation’s most highly concentrated industry, with the possible 
exception of aluminum. In 1954 the four largest companies peeanane 
prsenger cars accounted for 98 percent of the value of all shipments. 

escribing three distinct phases in the history of concentration in this 
industry, the subcommittee stressed that the final phase, from 1931 
to date, is characterized by the increasingly dominant position of 
General Motors, which now has roughly 50 percent of auto registra- 
tions and 55 percent of domestic production. General Motors is 
the world’s largest corporation, with 1957 sales totaling $11 billion 
and with total assets of $6.8 billion at the end of 1957. 


Because of its increasingly dominant position— 
the subcommittee said— 


the level of automobile prices has come to be largely deter- 
mined by the pricing methods and policies of General 
Motors. * * * There can be little doubt that the key role 
in the pricing of automobiles in the United States is played 
by General Motors; it is their decision which establishes the 
price level for the whole industry. 
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To support its charge that GM has the power to fix prices, the 
subcommittee cited examples, including curious events surrounding 
the introduction of the 1957 models. Ford was the first to announce 
prices, with an average increase of only 2.9 percent, or from $1 to 
$104 above 1956 prices. Two weeks after the Ford announcement, 
General Motors listed a 6.1 percent increase for its new Chevrolets, 


Ford waited 1 week and then revised its prices upward— 
the subcommittee stated— 


and, with the pricing picture clarified, Chrysler felt free to 
announce its new prices. 


During the hearings, GM President Curtice testified that General 
Motors, in setting its automobile prices, can and does establish the 
price of automobiles sufficiently high to guarantee a return of 15 to 
20 percent profits, after taxes. However, as compared to its target, 
General Motors’ actual rate of return after taxes on net worth during 
the period 1948-57 averaged 25 percent. 


How this practice by General Motors can be reconciled 
with competitive behavior should be an integral part of this 
investigation— 


the subcommittee said in its recommendation to the Justice Depart- 
ment. 

Analyzing General Motors’ role in industries other than automobile 
manufacturing, the subcommittee noted that some 35 percent of 
General Motors’ total sales and cost are derived from operations other 
than the production and sales of automobiles. In most of these 
other fields, General Motors is either the dominant producer or has & 
substantial element of monopoly power. 


Armed with this monopoly power— 
the subcommittee commented— 


the company can exert leverage on any of the industries in 
which it is engaged, eliminate or discipline troublesome 
competitors, constantly improve its position, and secure from 
its control of price monopoly profits which it can use for 
expansion into still other industries. 


The subcommittee asked the Justice Department to investigate 
whether some of GM’s divisions were wholly or partly subsidized by 
others and— 


to determine whether or not the conglomerate economic 
strength of GM is being brought to bear selectively in any 
divisional field or in a particular industry. 


Pointing out that some of General Motors’ divisions have, on 0c- 
casion, operated at a loss, the subcommittee stated: 


General Motors can look with equanimity upon divisional 
losses for a year or two; the small independent, with limited 
financial resources, is face to face with bankruptcy. 


Defense contracts have been an important source of General Motors’ 
strength, because of the advantages which contracts give to the 
recipient. Throughout World War II, the Korean conflict, and the 
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subsequent defense program, GM has stood first in the list of recipients 
of contracts. These contracts are important not only because of the 
profits secured but because they give the recipient “‘a throttle hold” 
on technological processes. 

In Senator Langer’s statement of individual views, he said that one 
of his chief concerns during the administered price hearings was the 
effect on the farmer of inflationary pressures and price increases in 
so-called administered price industries. 


American farmers are getting less for everything they 
produce— 


he stressed— 


but they must pay much more for farm machinery, trucks, 
and the necessary replacement parts * * *. The farmers 
— bear under the pressure of the two-way squeeze much 
onger. 


After presenting an extensive analysis of administered prices as 
contrasted with market prices—with farm products placed by every 
expert in the latter category—Senator Langer concluded: 


There is a need for an unbiased, objective and thorough 
study to solve the farmer’s dilemma of being in a market- 
price industry when 90 percent of all industries are found in 
the category of administered prices. 


Stating that the pertinent issues in this problem remain to be 
solved Senator Langer called on— 


Congress through the appropriate committees and subcom- 
mittees to conduct a full study and investigation of inflation 
and administered prices versus market prices as they affect 
the increased prices that the farmer pays for farm machinery 
and necessary parts, and the decreased prices that the farmer 
receives for his farm products. 


In his individual statement, Senator Wiley asked— 


whether. a continually expanding General Motors Corp. is 
good for the country or whether a mature corporation which 

as grown to industry dominance should not be allowed to 
spin off or “give birth” to subsidiaries which would without 
tax penalty become independent companies. 


Asking whether “Labor in this industry sets the price pattern for 
the country,’’ Senator Wiley wondered whether there should be “a 
move to stabilize prices and wages in this and other excessively large 
businesses where power is concentrated to such an extent that some 
folks claim it constitutes a danger to the Nation.” 

Senator Wiley noted the similarity of prices of comparable models 
and “an apparent absence of price competition at the manufacturer’s 
level,”’ = said these are questions ‘for both business and Government 
to ponder.” 

e also pointed to the serious problem raised by the apparent $1 
billion a year cost for changes in body styles and asked: “Is it worth it? 
Couldn’t price savings benefit the public more?” 

The views of Senator Dirksen were set forth in a detailed minority 
report. He defended expenditures for advertising by referring to the 
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success of the American capitalist system “even though a portion of 
our income is spent for advertising, which incidentally supports 
America’s press and communications media.” He referred to the 
majority report as the best evidence of “how diffused, academic, and 
pointless an investigation may become.” He attributed to the major- 
ity an apparent lack of interest in the problem of inflation and a will- 
ingness to attack successful business; a carelessness in the handli 
of statistics and an imaginative develpment of new legal concepts; an 
an attempt to tell successful businessmen how to produce, style, sell, 
and finance automobiles. 

Senator Dirksen characterized the majority report as so marked by 
errors as to facts and conclusions as to impeach its credibility and 
eliminate its usefulness. He asserted that the report “while finding 
no evidence of wrongdoing, adopts a critical attitude toward an 
industry merely because of its success and good earnings.” 

Senator Dirksen stated that the majority report, without specifically 
charging wrong oing nepions anyone, suggested improper and illegal 
practices, which, he said, were not supported in the record. He as- 
serted that many statements in the report are contradicted by evidence 
in the record or exhibits later submitted. 

Senator Dirksen ascribed to the majority, and sought to refute, the 
following conclusions: that concentration in the automobile industry 
is increasing, that there is no price competition among the products, 
that the producers are seeking to maintain profits at the expense of the 
public, that automobile technology is not advancing properly, that 
real progress is sacrificed for the sake of styling, and that the largest 
producer of cars controls the industry. 

Senator Dirksen, in discussing the problem of inflation, said: 


Yet, although the chairman stated that inflation was the 
Nation’s No. 1 domestic economic problem, the majority’s 
report makes no mention of this subject whatsoever. In 
fact, it seems to have been ignored entirely, as were the 
related questions affecting the impact of wage increases on 
costs and prices. 


In commenting on the legal discussion of the majority report, 
Senator Dirksen asserted that the majority was unwilling to recognize 
well-established legal concepts and definitions and he saw in the report 
obvious efforts to confuse issues and insinuate guilt. 

In summary of his review of the evidence, Senator Dirksen stated: 


Based on an examination of the whole record I am of the 
opinion that the automobile industry as it exists today is free 
of those anticompetitive factors and influences which limit 
production, create artificially high prices, and restrict con- 
sumer choice. 


Senator Dirksen said of the automobile industry: 


An industry which in the brief span of 60 years is responsi- 
ble for one out of every seven jobs in our free economy should 
not be subject to a generalized attack. This is particularly 
so where the record provides no substantial basis to support 
the charges which the majority’s report infers. 
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A CASE STUDY OF INCIPIENT MONOPOLY IN MILK DISTRIBUTION 


The subcommittee studied the incipient deveaupment of monopoly 
by inquiring into the practices and operations of Adams Dairy Co. of 
Blue Springs, Mo., and Adams Dairy, Inc., of St. Louis, which operate 
in Missouri and in parts of Illinois, Kentucky, and Kansas. The 
Adams companies sell milk to Safeway Stores, Inc., the Great Atlantic 
& Pacific Tea Co., and the Kroger Co. 

Hearings were conducted in Washington, D.C., on March 5, 6, and 
7, 1958. Among those who gave sworn testimony were Elmer C. 
Adams, president of the two dairy companies; his two sons Elmer C. 
Adams, Jr., and W. Howard Adams, officers of the two companies; 
two employees of the Adams companies; six dairymen who said that 
their business had been injured by the Adams policies; and an attor- 
ney from Columbia, Mo., who testified that an alleged agreement 
made in that city resulted in the ending of a milk price war. A large 
number of documents was obtained under subpena from the Adams 
companies and from Safeway, Kroger, and A. & P., virtually all of 
which were printed in full in the published hearings. 

The subcommittee report on these hearings was issued November 15, 
1958. This report is incorporated herein by reference. The subcom- 
mittee warned of the danger to free enterprise from the combination 
of those having great economic power with relatively small concerns 
as a possible shield to prosecution under the antitrust laws. Legis- 
lative concern for the antitrust laws was suggested ‘“‘unless the enforce- 
ment agencies determine that such conduct contravenes existing laws 
and act accordingly. It is believed that the record of the hearings 

resents matters which should engage the attention of the Antitrust 
ivision of the Department of Justice and the Federal Trade 
Commission.” 
Me subcommittee described the operations of the Adams companies 
thusly: 


In concert with the three great chain organizations, Adams 
worked in various communities to capture the market. The 
central device was the imposition of a wider and arbitrary 
differential between the price of milk sold at home delivery 
and the retail store price to the consumer. The purpose 
of widening the differential was to induce customers to buy 
milk in the stores rather than at home, and while in the 
stores to buy other commodities. Given an added induce- 
ment by Adams of a guaranteed stated profit, regardless of 
price reductions, the chain stores planned and carried out 
programs under which they dismissed some local dairies as 
suppliers to make way for Adams. Through 4 im cuts and 
promotions, Adams “policed” the market. eference was 
given to Adams in display space and in the conduct of these 
promotions. For months in advance, the schedule of pro- 
motions would be drawn up by Adams, submitted to super- 
visory personnel of the chaims, and promulgated by these 
officials to retail stores. The effect of these practices was 
to relegate the local dairies to supplying the ever-diminishing 
home quliveey market and serving as secondary suppliers to 
those retailers which still suffered them. 
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The five main characteristics which made the Adams scheme of 
operation profitable to the two dairy companies and which was 
“ardently supported” by the chains were listed as follows: 
1. An enforced differential between home delivery and chain- 
store sale. 
2. A guaranteed markup to the chains. 
3. The use of promotions to reduce the price. 
4. The preference given to Adams by chains in display space 
and promotions. 
5. Promotional allowances given to the chains. 

The practices by the Adams firms “whether legal or illegal under 
existing antitrust laws, typified the need for legislative consideration 
of growth of monopoly from a more or less humble beginning. The 
hearings developed practices of price discriminations and sales-below- 
cost pressures exerted on competition and concert of actions which give 
rise to implications of transgressions of the acts hereinbefore mentioned 
and the adequacy of those acts to effectively prevent monopoly.” 

The subcommittee noted that the effects of the Adams program 
‘may have been to restrain trade or tend to monopoly and should be 
considered in the light of the Sherman Act, the Federal Trade Com- 
mission Act, and the Clayton Act, as amended by the Robinson- 
Patman Act.” 

Regarding the Sherman Act, the subcommittee stated that the 
evidence leaves the impression that Adams and the chains, acting in 
concert, used their position to impose on local markets by such area 
price discriminations a price structure injurious to competition and 
affording a continuing market advantage over others. Tn this con- 
nection, the applicability of section 5 of the Federal Trade Commission 
Act should also be considered as well as the Clayton Act because of 
price discriminations and payments for promotional service involved 
in the Adams operations. 


ASPHALT ROOFING 


Continuing its hearings on administered prices, the subcommittee on 
March 25, 26, and 27, 1958, examined the pricing practices and policies 
of the asphalt roofing industry. This Fealted in a record of 2,163 
pages containing evidence in the form of testimony under oath and 
exhibits from officials of five producers of asphalt roofing products. A 
report was prepared and approved by members of the subcommittee 
except Senator Everett McKinley Dirksen, who submitted detailed 
and dissenting individual views which were published with the report. 
This report is incorporated herein by reference. 

The investigation revealed that the economics and technology of the 
asphalt roofing industry are such that it could wholly consist of a 
relatively large number of small plants, each operated by independent 
local businessmen. It developed, however, that the industry is 
dominated by relatively large firms with many widely distributed 
plants which are led by the largest producer, and these large establish- 
ments all demand price uniformity. 

So powerful has this dominance and leadership become that small 
independent operators of single plants have not been able to gain a 
foothold. The reason for this failure is that these independents 
cannot sell a profitable volume at established uniform prices, and 
they are not allowed to sell for less. 









rae oO mf es wR 


a eS ee a 


ee eee A ee eee 
















{HE SUBCOMMITTEE ON ANTITRUST AND MONOPOLY—1958 17 


Forced to attempt to sell for less so as to get a profitable volume, 
the small operators met one of the oldest weapons of monopoly— 
geographic price discrimination. With this device, the producers 
with wide distribution cut prices in the markets served by their small 
rivals in the South and raised or maintained them in the North. 
This was done in a succession of moves under an elaborate system 
that resulted in fantastic and changing patterns of area price dis- 
crimination. 

Finally, in retaliation for a courageous invasion of the high-priced 
northern markets by one small newcomer in the South, the industry, 
under its historical Jeader, imposed such low discriminatory prices 
that the survival of at least that newcomer is seriously threatened. 

It would thus appear that the immediate problem here may not be 
whether existing laws are adequate to cope with the phenomenon of 
administered prices but whether these laws can stamp out the price 
discriminations so that the independents may be preserved together 
with their independence. For, if they can, price administration in 
the asphalt-roofing industry may be frustrated. 

In the belief that the hearing disclosed important problems in the 
applicability of existing law to practices which show marked deviation 
from a competitive pattern, the subcommittee brought the record to 
the attention of the Department of Justice and the Federal Trade 
Commission. The subcommittee is informed that each of these 
agencies is studying the problems with a view to taking such action 
as it finds appropriate. 

Pending final action by these agencies, no legislative action is 
recommended other than another consideration of an amendment to 
section 2 of the Clayton Act providing that, contrary to the decision 
in the Standard Oil of Indian case, price discriminations which may 
substantially lessen competition cannot be justified by any showing of 
good faith. Several unsuccessful attempts to pass such an amend- 
ment have been made, the most recent in the last Congress. See 
Senate Report No. 2010 (85th Cong., 2d sess., July 28, 1958, to 
accompany S. 11). 

INSURANCE STUDY 


During the year the subcommittee launched its study of the insur- 
ance industry for the prime purpose of determining whether Public 
Law 15 of the 79th Congress, Ist session, generally referred to as the 
McCarran Act, has operated effectively to protect the public interest. 
Senator Kefauver, chairman of the subcommittee, designated Senator 
0’Mahoney to preside over this study and at the same time authorized 
Senator Langer to continue with the study he had previously begun 
in the 83d Congress of the tie-in of credit insurance with various forms 
of small loans. 

As a result of the 1944 Supreme Court decision in the South-Eastern 

nderwriters case declaring the business of insurance to be interstate 
commerce and subject to the Federal antitrust laws, Congress enacted 
the McCarran Act for the purpose of entrustin primary supervisory 
responsibility over insurance to the States. This law declared that 
after January 1, 1948, the Federal antitrust laws became applicable 
to the business of insurance “‘to the extent that such business is not 
regulated by State law.” Thirteen years have elapsed since the 
Passage of this law. ‘The current study is the first attempt by the 
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Congress to determine whether the dual system of Federal-State reg- 
ulation of insurance has been successful and to appraise the effective- 
ness of State laws and regulations. 

At the time the subcommittee began its study, the Federal Trade 
Commission was asserting its jurisdiction over false and misleadin 
advertising by companies engaged in the sale of accident and healt 
insurance. On June 30, 1958, in a per curiam opinion, the Supreme 
Court in the National Casualty and American Hospital cases affirmed 
the decision of two courts of appeals which had set aside cease and 
desist orders of the Federal Trace Commission prohibiting the re- 
spondent insurance companies from engaging in certain advertising 
practices. Following this decision, the Commission found it necessary 
to dismiss 11 complaints then pending against health and accident 
companies for unfair advertising. 

This Supreme Court decision restricting the jurisdiction of the 
Federal Trade Commission in the insurance industry indicates the 
danger of a possible no man’s land where the public interest is not 
protected by either State or Federal law. Because of this restriction 
upon the Commission’s authority, and the resulting confusion as to 
the extent of Federal jurisdiction, this decision of the Supreme Court 
made it mandatory for the Congress to proceed with a thoroughgoi 
study in order to determine whether the McCarran Act had achiev 
its purpose of securing competition in the insurance industry and 
protecting the public from monopolistic and other noncompetitive 
practices. 

The staff immediately began assembling detailed factual data by 
way of examination of records, consultation with recognized authori- 
ties, interviews with company officials, analysis of published reports, 
and preparations to obtain specific information from State insurance 
officials and their association. 

On August 6, the subcommittee commenced its public hearings in 
the aviation insurance industry because this business illustrated some 
of the difficulties confronting the States in attempting to regulate a 
business which is primarily interstate in character and which has 
become increasingly international in scope. These hearings continued 
through August 15, 1958. While final recommendations and con- 
clusions concerning the McCarran Act and the problems arising 
thereunder cannot be made until hearings have been concluded on 
other major segments of the insurance industry, it was nevertheless 
felt that an interim report dealing with aviation insurance should be 
issued, and it is the subcommittee’s intention to issue such a report 
in the near future. 

Considerable documentary information was obtained by the staff 
of the subcommittee from the principal insurance pools in voluntary 
file searches at their offices in New York. Much of this information 
was referred to in the course of the hearings and the balance has 
been incorporated in the appendix which was made a part of the 
published hearings. 

In general, the hearings were divided into two phases: one dealit 
with aircraft hull and liability insurance and the other dealing wi 
companies engaged in selling so-called air-trip insurance or the insut- 
ance purchased by air travelers at airports. The hearings and study 
undertaken by the staff sought to elicit information concerning the 
cost of aviation insurance, the extent of competition, the reasons for 
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the liquidation of one of the three then existing operating pools, the 
participation of American insurers in international aviation organiza- 


.tions which might lead to cartel-type arrangements, agreements 


among the American.and foreign aviation markets for division of busi- 
ness and for maintaining rates, recent international agreements con- 
cerning insurance rates for new jet aircraft, the reasons for placing 
high volume of reinsurance in the forei market and failure to develop 
American reinsurance market, extraordinarily high rentals for space in 
air terminals paid by companies selling air-travel insurance, possible 
collusion to restrain competition in air-travel insurance, the constitu- 
tional authority of the States to regulate aviation insurance which in- 
volves American foreign commerce, and the degree and effectiveness 
of State regulation in the aviation insurance field. Since aviation 
insurance is inseparably linked to the development of United States 
commercial air transportation, where this country is the acknowledged 
world leader, the subcommittee sought to ascertain whether the avia- 
tion insurance industry has kept pace with our expanding aircraft 
industry in this jet age. At the conclusion of the aviation insurance 
hearings, the Department of Justice was requested to review the com- 

lete record and advise whether the Department had any responsi- 

ility under the present law with reference to the aviation insurance 
industry. 

Senator O’Mahoney directed the staff to assemble data in the ocean 
marine and mail order insurance business, two phases of insurance 
business which are clearly interstate and foreign commerce and, 
therefore, in many aspects beyond effective regulation by the States. 
It is expertey that hearings will be conducted in the coming year on 
these phases of the industry. 

In studying the effectiveness of State laws and regulations after the 
passage of the McCarran Act, the subcommittee has directed its atten- 
tion to the operation of private rating bureaus in the ratemaking 
process. Concerted ratemaking through bureaus represents the 
sharpest departure from the philosophy of antitrust enforcement. 
Therefore, the subcommittee conside that one of its prime functions 
was to learn how these rating bureaus operate, the regional and na- 
tional character of their operations, the degree of regulation by the 
States, and the manner in which State regulation has affected the right 
to make independent filings or to deviate from bureau rates. 

Complaints concerning the overall cost of certain types of insurance 
have been brought to the attention of the subcommittee. Additional 
investigations have been directed at the manner in which insurance 
rates are calculated, the formulas employed in ratemaking, the factors 
taken:into account and those ignored in this process, and the major 
problem of whether competition continues to operate as the prime 
Squstor of insurance rates. This emphasis on the cost which the 
public is obliged to pay for insurance isin line with the subcommittee’s 
Investigation of pricing techniques employed in industries where for 
various reasons competition has not operated most effectively in pro- 
tecting the consumers from high prices. While pricing techniques in 
the insurance industry may be considerably different from those which 
characterize the administered pricing sddpabialy this subeommittee’ 
will continue its. study of all noncompetitive factors which deny the’ 
public the benefits of the lowest possible price. In the insurance 
industry, the effectiveness of competition in determining rate structure 


59001°—59 SS. Rept., 86-1, vol. 139 





20 THE SUBCOMMITTEE ON ANTITRUST AND MONOPOLY—1958 


must be tempered with the necessity of maintaining solvency and, thus, 

rotecting both policyholders and stockholders from the perils of 
eaainaen This entails a consideration of State regulatory activity 
in refusing rate increases which may be necessary to insure solvency, 

In a letter under date of October 3, 1958, an 11-page questionnaire 
was sent to the insurance commissioners of all the States and Terri- 
tories of the United States, seeking factual data about insurance 
regulatory activities of the various insurance departments. In addi- 
tion to detailed information concerning the composition, budget, and 
operation of the insurance departments, the questionnaire seeks to 
ascertain information concerning the licensing activities of the States, 
the extent of insurance mergers or acquisitions and State regulation 
thereof, the types of State statutes governing restraint of trade, 
monopoly or unfair trade practices, and a record of the manner in 
which these statutes have bide enforced. In order to gain uniform 
responses to this questionnaire, close liaison was maintained with 
the Committee on the Preservation of State Regulation of the National 
Association of Insurance Commissioners (NAIC). Additional ques- 
tionnaires are presently being prepared for submission to the State 
insurance departments. These questionnaires will be issued in the 
next year and, among other things, will attempt to elicit more de- 
tailed information concerning the ratemaking process employed in 
the various branches of the insurance industry. 

The chairman (Senator Estes Kefauver) designated Senator William 
Langer (Republican, North Dakota) as chairman of a special sub- 
committee for the purpose of conducting an investigation and hearings 
on small loans anil the tie-in sales of credit insurance in connection 
with small loans and other transactions. 

Senator Langer conducted hearings in Kansas, North Carolina, and 
Alabama embracing these three areas: 

(1) Relationship between finance, lending, and credit insurance 
companies with their respective trade associations; 

(2) Officer-director-stockholder connections between finance 
and lending organizations and credit insurance companies; and 

(3) Coercion, intimidation, and other unscrupulous practices 
employed in the sale of credit insurance in connection with small 
loans and other financial transactions as the result of lack of State 
regulation. 

A proposed hearing in Texas was postponed since the commissioner 
of insurance in the State of Texas was to conduct hearings on the 
same problem and would make available to the subcommittee a report 
of its. proceedings. 

Senator Langer authorized a special staff member of the subcom- 
mittee to attend the commissioner of insurance’s hearings on 
matter. It was decided that no immediate hearings would be held 
in Texas until the subcommittee had an opportunity to evaluate the 
results of the hearings in Texas with relation to correcting some of 
the serious problems of small loans and tie-in credit insurance which 
were prevalent there. - 

Senator Langer’s special subcommittee held a public hearing in 
which Mr. Robert: Sills, legal adviser, Bureau of Investigation, Fed- 
eral Trade Commission, appeared and testified as to the impact of 
the recent United States Shien Court and United States circuit 
court of appeals decisions had on the power of the Federal Trade 
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Commission in regulating certain activities of credit insurance com- 
anies. 

, Since Congress, in 1945, passed the so-called McCarran Act or 
Public Law 15 (59 Stat. 33) which returned to the States jurisdiction 
to regulate insurance, the subcommittee has jurisdiction to determine 
if the McCarran Act should be amended to regulate credit insurance 
which is used as a gimmick to get around State small-loan laws, 
especially when the States are powerless to regulate those insurance 
companies because they are in interstate commerce or are located out- 
side of the State and beyond the reach of the police powers of said 
State. 

The Special Subcommittee on Small Loans and Tie-In Sales of 
Credit Insurance will continue with its hearings in several States from 
which the staff has been making inquiries as to the seriousness of the 
small-loan racket. and tie-in sales of credit insurance in connection 
therewith: As soon as this is accomplished the special subcommittee 
will file an interim report in sufficient time for legislative action in the 
86th Congress. 

MISCELLANEOUS 


The public has evidenced an intense interest in the maintenance of 
adequate antitrust laws and their effective enforcement. A large 
volume of mail from businessmen, students of antitrust problems, and 
citizens in all fields of endeavor has been received by the subcommittee 
from all parts of the country. While much of this mail can be answered 
appropriately without extended research or analysis, many such com- 
munications require considerable time of the lawyers, economists and 
statisticians on the staff in order to furnish answers to specific inquiries. 

Many of the communications have contained complaints to the 
subcommittee of factual situations which indicate to the citizen a 
violation of antitrust law. The facts stated are considered by the 
legal staff. In many instances it has been found that a violation is 
sufficiently indicated to the staff to warrant investigation by the 
proper enforcement agency. Accordingly, the reference of such 
matters to either the Antitrust Division or the Federal Trade Com- 
mission, requesting their consideration, has resulted in assurances by 
the agency of an investigation and legal action if found justified by the 
facts. Examples of such action are in the electronics industry, the 
dairy industry, roofing, automatic sprinkler field, optical business, 
burial markers, farm machinery parts, and others. Through this 
cooperation of the subcommittee, some cases under the antitrust laws 
have been filed and other investigations are in process according to 
a from the enforcement agencies. Not only has this work of the 
subcommittee been acknowledged as a substantial aid to the enforce- 
ment work but also to competitors who were adversely affected by the 
illegal practices. 0 
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Mr. Eastuanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[Pursuant to S. Res. 235, as extended, 85th Cong., 2d sess.) 


I. INTRODUCTION 


On January 29, 1958, the Senate agreed to Senate Resolution 235, 
which provided as follows: 


Resolved, That the Committee on the Judiciary, or any 
duly authorized subcommittee thereof, is authorized under 
sections 134(a) and 136 of the Legislative Reorganization 
Act of 1946, as amended, and in accordance with its juris- 
diction specified by rule XXV of the Standing Rules of the 
Senate to examine, investigate, and make a complete study 
of any and all matters pertaining to immigration and 
naturalization. 

Sec. 2. For the purposes of this resolution the committee, 
from February 1, 1958, to January 31, 1959, inclusive, is 
authorized to (1) make such expenditures as it deems advis- 
able; (2) to employ upon to temporary basis, technical, 
clerical, and other assistants and consultants: Provided, That 
the minority is authorized to select one person for appoint- 
ment, and the person so selected shall be appointed and his 
compensation shall be so fixed that his gross rate shall not 
be less by more than $1,200 than the highest gross rate paid 
to any other employee; and (3) with the prior consent of the 
heads of the departments or agencies concerned, and the 
Committee on Rules and Administration, to utilize the reim- 
bursable services, information, facilities, and personnel of 
any of the departments or agencies of the Government. 

Src. 3. The committee shall report its findings, together 
with its recommendations for legislation as it deems advis- 
able, to the Senate at the earliest practicable date, but not 
later than January 31, 1959. 
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Szc. 4. Expenses of the committee, under this resolution, 
which shall net exceed $90,000, shall be paid from the con- 
tingent fund of the Senate upon vouchers approved by the 
chairman of the committee. 


This report is submitted in accordance with the provisions of section 
3 of Senate Resolution 235 of the 2d session of the 85th Congress to 
indicate the accomplishments of the Standing Subcommittee on 
Immigration and Naturalization of the Committee on the Judiciary. 


Il. WORK AND WORKLOAD OF THE SUBCOMMITTEE 


The Subcommittee on Immigration and Naturalization has func- 
tioned as a standing subcommittee of the Committee on the Judiciary 
since the beginning of the 80th Congress, which was the first Congress 
operating under the Legislative Reorganization Act, and since its in- 
ception, the workload of the subcommittee has been substantial and. 
has increased during the succeeding sessions. The continuing heavy 
workload of the subcommittee may be attributed to the large number 
of private immigration bills and adjustment of status cases which are 
referred to the subcommittee; the numerous general immigration and 
nationality bills referred to the subcommittee for action; and the in- 
numerable routine items relating to immigration problems. There 
follows a more detailed description of the nature of the work of the 
subcommittee during the 85th Congress. 


1, Private immigration and naturalization bills 


The number of private immigration and naturalization bills referred 
by the Senate continues to impose a heavy workload on the subcom- 
mittee. During the 85th Congress, there were referred to the sub- 
committee 1,350 such private relief bills. Of the 1,350 private immi- 
gration and naturalization bills received by the subcommittee durin 
the 85th Congress, 1,147 were disposed of, 660 of which were report 
favorably to the Senate by the full Judiciary Committee, and 487 
were indefinitely postponed. The remaining 203 were not acted 
on prior to the time of the adjournment of:the 85th Congress. The 
majority of these 203 private bills which were not acted on were those 
referred to the subcommittee late in the 2d session of the 85th Con- 
gress, and on which the necessary departmental reports were not 
received prior to the time of the close of the Congress. 

To reflect properly the actual number of private bill cases handled 
by the subcommittee, the foregoing figures should be adjusted because 
of the practice of the House of Representatives of consolidating into 
one joint resolution several beneficiaries of individual private immi- 
gration bills. In the case of such joint resolutions, each case incor- 
porated is in the nature of an individual private bill, and the proc- 
essing of such cases is essentially the same as that of other private 
immigration bills. Therefore, the actual number of private immigra- 
tion bill cases referred to the subcommittee was 1,865, of which num- 
ber 1,168 were reported favorably to the Senate, 487 were indefinitely 

ostponed, and 210 were pending at the close of the 85th Congress. 

ritten reports were filed with respect to all the private immigration 

bills recommended to the full committee for approval by the subcom- 
mittee. 
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Many private bills are indefinitely postponed because the com- 
mittee has a general policy of disapproving private bills in cases in 
which an administrative remedy appears to be available. In this 
type of case, the staff assists the Senator’s office in working out the 
administrative remedy for the alien involved. 


2. General immigration and naturalization bills 


There were referred to the subcommittee 40 general immigration and 
naturalization bills during the 85th Congress. Of the bills received, 
8 were disposed of, 7 of which were reported favorably to the Senate 
by the full Judiciary Committee, 1 was indefinitely postponed, and 
there were 32 bills pending before the subcommittee at the time of the 
adjournment of the 85th Congress. 

n addition to a consideration of the new general immigration and 
naturalization bills referred to the subcommittee in each session of the 
Congress, the staff of the subcommittee continually observes the 
operation of the Immigration and Nationality Act (Public Law 414, 
82d Cong.) which became effective on December 24, 1952, in order to 
assure fair and effective interpretation and administration of that act. 
Considerable work hours of the staff have been and will continue to 
be utilized in conference with administrative enforcement officials of 
the executive branch in research, and in the study of rules and regula- 
tions and administrative interpretations. 

It is necessary for the subcommittee staff to maintain continuous 
liaison with the various branches of the executive departments con- 
cerned with the administration of the immigration and nationality 
laws, and it is expected that numerous informal sessions and confer- 
ences will be held, as in the past, between members of the staff and 
officials of the Visa Office and the Passport Office of the Department of 
State, the Immigration and Naturalization Service, and the Board of 
Immigration Appeals concerning administrative problems in the en- 
forcement of the Se eeitia and Nationality Act and other immigra- 
tion and nationality laws. Members of the staff of the subcommittee 
consult daily with other senatorial staff members in connection with 
problems arising under the act. 

The workload of the subcommittee was increased considerably 
during the past session of the Congress because of the widespread 
interest in the administration and operation of the Immigration and 
Nationality Act and the many bills to revise it. The subcommittee 
staff was required to devote substantial amounts of time in conferences 
and consultations with United States Senators, their assistants, 
personnel in executive departments, representatives of nongovern- 
mental voluntary agencies engaged in immigration and ametiioaticn 
activities, bar associations, oflicers of commercial and industrial 
enterprises affected by provisions of the act and its implementing 
regulations, and interested members of the general public. 

The numerous general immigration bills referred to the subcom- 
mittee in the past Congress presented for its consideration various 
problems which had arisen in connection with the administration of 
the Immigration and Nationality Act and other immigration and 
nationality laws. The problems involved in those legislative pro- 
posals, as well as the many other special situations brought to the 
attention of the subcommittee, were considered by the subcommittee 
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after examining the facts and circumstances surrounding each_par- 
ticular proposal. Upon the basis of its observations and detailed. 
studies made by the staff the subcommittee reported favorably seven 
of the bills referred to it, which bills made certain adjustments in the 
immigration and nationality laws to afford relief in hardship situations 
which had developed in the course of the administration of the Immi- 
gration and Nationality Act since it became effective on December 24, 
1952. The changes embodied in the approved bills were remedial in 
nature. and did not alter the basic immigration and naturalization 
solicies préviously expressed by the Congress in the Immigration and 
ationality Act. 

Public hearings were held on July 30, 1957, at which time repre- 
sentatives of the Department of Justice were afforded an opportunity 
to discuss the legislative proposals embodying the President’s program 
for changes in the immigration and nationality laws. In addition, 
4 days of public hearings were conducted on August 6, 7, 9, and 14, 
1957, on the numerous bills pending before the subcommittee to revise 
the immigration and nationality laws. Nineteen witnesses repre- 
senting various organizations were heard and, in addition, numerous 
statements filed for the record in lieu of personal appearances were 
received. 

Upon: the basis of its continuing study of the Immigration and 
Nationality Act, the following seven measures were reported favor- 
ably to the Senate, six of which ultimately were enacted into law and 
are described briefly: 

The bill (S. 2792) to amend the Immigration and Nationality Act, 
and for other purposes, was reported favorably to the Senate on 
August 20, 1957 (S. Rept. 1057, 85th Cong.), and was subsequently 
passed by the Congress and became Public ‘Law 85-316 on September 
11, 1957. That bill made certain minor adjustments in the immigra- 
tion and nationality laws, as follows: 

(1) Clarified the definition of the term “stepchild” to make 
certain that it includes a child born out of wedlock; 

(2) Clarified the definition of the term ‘‘child,” as used in the 
Immigration and Nationality Act, so that the illegitimate child 
would, in relation to his mother, enjoy the same status as a 
legitimate child; and extends the definition of “child” to 
include adopted children under limited circumstances; 

(3) Facihtated the entry of spouses and children of first 
preference quota immigrants; 

(4) Provided for the issuance of special nonquota immigrant 
visas to certain eligible alien orphans adopted by U.S. citizens; 

(5) Provided discretionary authority to waive criminal and 
immoral grounds of exclusion in behalf of certain spouses and 
children or parents of citizens of the United States and aliens 
lawfully admitted for permanent residence; 

(6) Provided discretionary authority to admit under proper 
safeguards otherwise admissible aliens who are afflicted. with 
tuberculosis and who are the spouses, children or parents of U.S. 
citizens or aliens lawfully admitted for permanent residence; 

(7) Corrected situation which exists in the case of certain aliens 
admitted under the Displaced Persons Act who are in a deportable 
status because of misrepresentations made with reference to their 
nationality or place of birth to avoid repatriation to Communist- 
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controlled countries, and in the case of close relatives of US. 
citizens or lawfully admitted aliens who have procured visas or 
entered the United States by fraud or misrepresentation; dis- 
cretionary authority also provided to waive such grounds of 
exclusion in behalf of such aliens who are outside the United 
States; 

(8) Granted the Secretary of State and the Attorney General 
discretionary authority on a basis of reciprocity, to waive the re- 
quirement of ee in the case of any nonimmigrant alien; 

(9) Granted authority for the Attorney General to adjust the 
status of a limited number of highly skilled specialists who are in 
the United States temporarily and whose services are urgently 
needed in the United States; 

(10) Relieved future quotas of certain countries of the mort- 
gages placed against them under special acts; 

(11) Provided for the expeditious naturalization of certain 
adopted children of U.S. citizens employed abroad; 

(12) Granted nonquota immigrant status in a limited number 
of cases to certain skilled specialists, alien parents of U.S. citizens 
and the spouses and children of aliens lawfully admitted for 
permanent residence; 

(13) Permitted the adjustment of status of certain diplomats 
and semidiplomats who have been granted political asylum; and 

(14) Permitted the issuance of the special nonquota immigrant 
visas which remained unissued under the Refugee Relief Act on 
January 1, 1957, under specified allotments. 

The bill (H.R. 11033) to authorize the creation of a record of ad- 
mission for permanent residence in the case of certain Hungarian 
refugees was reported favorably to the Senate on July 10, 1958 (S. 
Rept. 1817, 85th Cong.), and was subsequently passed by the Congress 
and became Public Law 85-559 on July 25, 1958. That bill provided 
for the retroactive adjustment of the immigration status of Hungarian 
refugees who were paroled into the United States subsequent to Oc- 
tober 23, 1956, and who have resided in the United States for a period 
of 2 years. 

The bill (H.R. 11874) to record the lawful admission for permanent 
residence of certain aliens who entered the United States prior to 
June 28, 1940, was reported favorably to the Senate on July 23, 1958 
(S. Rept. 1905, 85th Cong.), and was subsequently passed by the 
Congress and became Public Law 85-616 on August 8, 1958. That 
bill provided discretionary authority for-the creation of a record of 
lawful entry in the case of an alien who established that he entered the 
United States prior to June 28, 1940, had resided continuously in the 
United States since that time, was of good moral character, was not 
ineligible to citizenship, and was not inadmissible under the provisions 
of the Immigration and Nationality Act relating to the exclusion of 
criminals, procurers, and other immoral persons, subversives, vio- 
lators of the narcotic laws, or smugglers of aliens. This legislation 
was the result of a reappraisal of the problem of providing relief for 
aliens who had long periods of residence in the United States and who 
were unable to adjust theirstatus to that of lawful permanent resi- 
dents of the United States except through private legislation. 

_ The bill (H.R. 13378) to provide means for the expeditious natural- 
ization of the alien spouses and certain adopted children of U.S. 
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citizens who are performing religious duties or are missionaries and 
who are stationed abroad in pursuance of their religious calling, was 
reported favorably to the Senate on August 4, 1958 (S. Rept. 2132 
85th Cong.) The bill was subsequently passed by the Congress an 

became Public Law 85-697 on August 20, 1958. This bill provided 
the same expeditious naturalization benefits to alien spouses and cer- 
tain adopted children of US. citizens stationed abroad in pursuance 
of religious duties as are extended under the Immigration and Na- 
tionality Act to the alien spouses and certain adopted children of U.S. 
citizens stationed abroad in the Armed Forces of the United States, or 
in the employment of the Government of the United States, certain 
American firms or corporations, or international organizations. 

The bill (H.R. 13451) to amend section 245 of the Immigration and 
Nationality Act was reported favorably to the Senate on August 4, 
1958 (S. Rept. 2133, 85th Cong.). The bill was subsequently passed 
by the Congress and became Public Law 85700 on August 20, 1958. 
That bill revised section 245 of the Immigration and Nationality Act 
in such manner as to broaden the discretionary authority of the Attor- 
ney General to adjust the status of certain aliens admitted to the 
United States temporarily as nonimmigrants to that of aliens lawfully 
admitted for permanent residence in worthy cases, and granted non- 
quota status to aliens eligible for first preference quota visas on the 
basis of a petition approved by the Attorney General prior to July 1, 
1958. 

The bill (S. 3942) for the relief of certain distressed aliens was re- 
ported favorably to the Senate on July 22, 1958 (S. Rept. 1875, 85th 
Cong.), and was subsequently passed by the Congress and became 
Public Law 85-892 on September 2, ‘1958. This bill:provided for the 
issuance of 1;500 special nonquota visas to nationals or citizens of 
Portugal residing in the Azores Islands who had been displaced from 
their homes as a result of earthquakes and volcanic eruptions subse- 
queut to September 1, 1957. ‘The bill also provided for the issuance 
of approximately 3,000 special nonquota visas to nationals or citizens 
of the Netherlands who had been displaced from their usual place of 
abode in the Republic of Indonesia subsequent to January 1, 1949. 

‘The bill (S. 3009) to provide special naturalization benefits for 
l“orean war veterans was reported favorably to the Senate on August 
13, 1958 (S. Rept. 2366, 85th Cong.). That bill accorded the same 
naturalization benefits to members of the Armed Forces who served 
honorably in an active-duty status during the Korean conflict as are 
accorded to veterans of World War I and World War II. The bill 
passed the Senate on August 18, 1958, and was referred to the House 
of Representatives where it was not considered prior to the time of 
adjournment of the 85th Congress. 


8. Referral cases involving discretionary action of Attorney General 


There are numerous instances under the immigration laws where 
the Attorney General is granted discretionary authority to waive 
certain provisions of the law, but in such cases he is required to submit 
detailed reports to the Congress of his action. 

Under section 212(d)(6) of the Immigration and Nationality Act, 
he is required to report to the Congress certain cases in which he 
authorizes the temporary admission of aliens who are otherwise 
subject to exclusion. Section 212(a)(28)(i) of the Immigration and 
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Nationality Act authorizes the Attorney General to admit certain 
aliens to the United States for breve te residence who are otherwise 
subject to. exclusion’ because of their former membership in the Com- 
munist Party or other subversive organization if it is established to 
his satisfaction that they are bona fide defectors. The Attorne 
General must submit a detailed report to the Congress in each suc 


case. 

During the 85th Congress, there were submitted 3,398 cases under 
the above provisions of law.» All reports of the orders issued by the 
Attorney General are referred to the subcommittee, where they are 
carefully checked to see that the discretionary action is being exercised 
in conformity with the intent of the Congress. 

Under section 6 of Public Law 316 of the 85th Congress, which 
became law on September 11, 1957, the Attorney General is granted 
authority to waive the provision of the Immigration and Nationality 
Act which excludes from admission to the United States aliens afflicted 
with tuberculosis in behalf of close relatives of U.S. citizens and lawful 
resident aliens, and he is required to submit promptly a detailed 
report in any case in which this discretionary authority is exercised. 
During the 85th Congress, 459 cases under this provision of law were 
submitted to the subcommittee. Each case must be checked to see 


that this discretionary action is exercised in conformity with the intent 
of the Congress. 


4. Referral items and correspondence 


The subeommittee has an extensive workload of referral items from 
Senators’ offices and correspondence which cannot be statistically 


— but which necessitates considerable hours of work by the 
stall. 


5. Adjustment of status cases 


Under the immigration laws, the Attorney General is empowered 
to adjust the status of certain deportable aliens to that of aliens law- 
fully admitted for permanent residence through the procedure of sus- 
pension of deportation, but such adjustment of status is subject to 
affirmative congressional approval in certain categories of cases. 

In addition, under the provisions of the Displaced Persons Act, a 
number, not to exceed 15,000, of persons who have gained admission 
into the United States on a temporary basis were eligible to have their 
status adjusted to permanent residence. Each of these cases is 
subject to affirmative congressional approval by action similar to the 
action taken in certain of the suspension of deportation cases. A 
similar provision is contained in the Refugee Relief Act of 1953, for 
the adjustment of status of an additional 5,000 persons in a refugee 
status. 

While the cases involving suspension of deportation by the Attorney 
General or adjustments of status under section 4 of the Displaced 
Persons Act of 1948, as amended, or section 6 of the Refugee Relief 
Act of 1953, as amended, are submitted to the Congress for approval 
in groups, each individual case is the equivalent of a private bill. 
Each such case requires separate investigation in the subcommittee, 
an appraisal of the facts involved, and a determination on the merits 
regarding the grant of suspension of deportation or adjustment of 
Status. In those cases where affirmative approval or disapproval is 
required, written reports are filed with the fall committee, 
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At the beginning of the 85th Congress, there were pending in the 
committee 965 cases involving the adjustment of the status of deport- 
able aliens under the suspension of deportation procedure. To that 
number of pending cases were added 1,657 additional cases submitted 
during the 85th Congress, making a total of 2,622 cases. Of-the total 
number of cases pending before the subcommittee during the 85th 
Congress, 1,771 were approved, 21 were withdrawn by the Attorney 
General, 18 were held for further information, and 5 cases were not 
‘approved, leaving 807 cases in process at the time of the close of the 
85th Congress. 

At the beginning of the 85th Congress, there were pending in the 
subcommittee 48 cases involving applications for adjustment of status 
under the Displaced Persons Act of 1948, as amended. To that 
number were added 54 additional cases, making a total of 102 cases. 
Of the total number of cases referred, 79 were approved, 6 were with- 
drawn by the Attorney General, and°7 were:held.for further informa- 
tion, leaving 10 cases in process at the time of the close of the 85th 
Congress. 

At the beginning of the 85th Congress, there were pending in the 
subcommittee 1,643 cases of adjustment of status under section 6 of the 
Refugee Relief Act of 1953, as amended. To that number were added 
268 additional cases, making a total of 1,911. Of the total number of 
cases referred, 1,513 were approved, 6 were withdrawn by the Attorney 
General, 38 were held for further information, and 312 were not ap- 
proved, leaving 42 cases in process at the time of the close of the 85th 
Congress, 


O 
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Mr. Hennino@s, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{Pursuant to 8. Res. 234, as extended, onal Cong., 2d sess., agreed to January 29, 


REQUIREMENT FoR ANNUAL REporRtTS 


This report is submitted, covering activities of the standing Cub 
committee on Constitutional Rights of the Committee on the Judiciary 
of the Senate of the United States, for the period of the authorization 
resolution, Senate Resolution 234 of the 85th Congress: February 
1, 1958, to January 31, 1959, Section 3 of the resolution provides for 
reports. 

A recommendation for legislation deemed advisable by the subcom- 
mittee was contained in Senate Report No. 1621, ordered printed on 
May 21, 1958, accompanying S. 921, a bill amending section 161 of the 
Revised Statutes (5 U.S.C. 22) with respect to the authority of 
Federal officers and agencies to withhold information and limit the 
availability of records. This legislation became law on August 12, 
1958, as Public Law 85-619 (72 Stat: 547). 

Senate Report No. 1492, 85th Congress, 2d session, ordered printed 
on see 28, 1958, covered activities of the subcommittee for the 
period February 1, 1957, to January 31, 1958, provided for by the 
authorization resolution, Senate Resolution 49, as extended. 

Senate Report No, 1203, 85th Congress, 2d session, ordered printed 
on January 27, 1958, accompanying Senate Resolution 234, contained 
an outline of activities contemplated by the subcommittee for 1958. 


JURISDICTION OF THE SUBCOMMITTEE 


The Subcommittee on Constitutional Rights is a standing subeom- 
‘nittee of the Committee on the Judiciary of the Senate of the United 
States and has been continued by motion in the committee in each 
Congress. j 

1 
59001°—-59 §S. Rept., 86-1, vol. 140 
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Committee authority derives from paragraph 12, “Civil Liberties,” 
of section (k), “Committee on the Judiciary,” of rule XXV, “Standing 
Committees,” of the Standing Rules for Conducting Business in the 
Senate of the United States. 

In 1955, the present title, “Subcommittee on Constitutional Rights,” 
was adopted by motion.to accord with the understanding of the mem 
bers of its primary interests: rights guaranteed, recognized, safe- 
guarded, or protected under the Constitution of the United States. 


SuBCOMMITTEE MEMBERS 


In the 2d session, as in the Ist session, of the 85th Congress, the 
subcommittee was composed of the following Senators: 

Thomas C. Hennings, Jr., of Missouri, chairman; Joseph OC, 
O’Mahoney, of Wyoming; Sam J. Ervin, Jr., of North Carolina; Olin 
D. Johnston, of South Carolina; William Langer, of North Dakota; 
Arthur V. Watkins, of Utah; and Roman L. Hruska, of Nebraska, 


Report on ACTIVITIES 


Each member of the subcommittee chaired at least one public hear- 
ing during the course of the year 1958. 

Activities of the subcommittee—public hearings conducted, legis- 
lation assigned to the subcommittee and considered, reports, staff 
studies—are discussed in the following divisions by subjects. 


I. FREEDOM OF INFORMATION 
A. Legislation 

(1) S. 921, amending section 161 of the Revised Statutes (5 U.S.C. 
22) with respect to the authority of Federal officers and agencies to 
withhold information and limit the availability of records, was as- 
signed to the subcommittee for consideration. The amendment adds 
the following new sentence: 


This section does not authorize withholding information 
vine) the public or limiting the availability of records to the 
public. 


Public hearings were held on S. 921 on March 6 and on April 16, 
1958. 

(2) S, 2148, to amend the public information section (5 U.S.C. 
1002) of the Administrative Procedure Act, was assigned to the sub- 
committee for consideration. 

Attempts were made by the subcommittee to schedule hearings on 
S. 2148 in 1958 but mutually satisfactory dates could not be arranged 
with the potential witnesses who are most actively interested in the 
legislation. A collection of government agency and press association 
views on S. 2148 is being published as a committee print. 

B. Hearings 

The records of the hearings conducted on S. 921 are printed as— 

(1) Hearing, part 1: “Freedom of Information and Secrecy in 
Government,” March 6, 1958, on S. 921 and the Power of the Presi- 


dent To Withhold Information From the Congress; indexed ; pages ili, 
513, iv. 
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(2) Hearing, part 2: “Freedom of Information and Secrecy in 
Government,” April 16, 1958, on S, 921 and the Power of the President 
To Withhold Information From the Congress; indexed; pages iv, 
515-1022. 

Witnesses at these hearings included the Attorney General of the 
United States; representatives of the American Society of Newspaper 
Editors, Sigma Delta Chi journalistic fraternity, the American Civil 
Liberties Union, and the National Federation of the Blind; and news- 
men in individual capacities. Statements were filed for the record 
by many other interested organizations and individuals. 

Due to overwhelming congressional, public, and press demands, 
the supply of part 1 is exhausted. 


C, Repert 
S. 921 was favorably reported, without any dissenting votes, by 


the subcommittee, and by the Committee on the Judiciary (S. Rept. 
1621). 


D. Legislation enacted 

S. 921 was considered and debated in the Senate on July 31, 1958 
(see Congressional Record, daily edition, vol. 104, No. 130, pp. 14356- 
14367). The proposal was passed without-any opposition ~votes. 
The language of S. 921 was approved by the President on August 12, 
1958, and became Public Law 85-619 (72 Stat. 547). 

E. Collateral materials 

Committee prints were published of— 

(1) “The Power of the President To Withhold Information From 
the Congress, Memorandums of the Attorney General,” part 1, cover- 
ing the period 1789 to 1948. 

(2) “The Power of the President To Withhold Information From 
the Congress, Memorandums of the Attorney General,” part 2, 
covering the period 1948 to 1953. 


(3) ‘‘Views on a Bill To Amend the Public Information Section of 
the Administrative Procedure Act.” 


Il, WIRETAPPING, EAVESDROPPING, ‘AND THE BILL OF RIGHTS 


A. Hearings 


Public hearings were conducted on the subject on May 20 and 22, 
1958. Witnesses were an assistant vice president of the American 
Telephone & Telegraph Co., a research professor from the Moore 
School of Electrical Engineering, University of Pennsylvania, the 
attorney general of the Commonwealth of Pennsylvania, a professor 
of government, and a prosecuting attorney. The subcommittee staff 
compiled the texts of judicial decisions construing section 605 of the 
Federal Communications Act, related cases, State and foreign laws, 
and bibicgrep see: these background .materials were printed as an 
appendix’ hearings. 

B. Collateral materials 


As a part of the continuing study, and for use in connection with 
= hearings by the subcommittee in the 86th Congress, the staff 
compiled representative essays and law review articles, including 

the written views of Herbert Brownell, Jr., and William P. Rogers, 
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and has assembled correspondence with law professors throughout the 

country who commented on the subject in general or on the record to. 
date of the’ hearings ‘in particular or submitted new articles for the 
ieipidaiaticin of the subeommittee, 


III, CONFESSIONS AND POLICE DETENTION 


A, Hearings 


The subcommittee has been studying developments in Federal law 
_ subsequent to McNabb v. United States (318 U.S. 332 (1943)), under 
rule 5(a) of the Federal Rules of Criminal Procedure, and in scree 
ance with the die process of law requirements of the Bill of Ri 

Public hearings were conducted by the subcommittee on ieee 7 
and 11, 1958. Witnesses were attorneys in private practice, law 
professors, the U.S. attornéy for the District of Columbia, a Federal 
district. court: judge, a county sheriff, a metropolitan chief of police’ 
and a deputy chief in charge of detectives, and representatives of 
civil liberties and public interest organizations. The printed record 
contains. appendix material including -studies dealing with various 
aspects of the.subjects. of arrest, detertion, questioning, eros 
and rights of individuals accused of committing crimes. 
TAY TV. EQUAL PROTECTION OF THE LAWS 
A. Eoeialatien ; 

In the 2d session of the 85th Congress, thé following bills were 
referred to the subcommittee for consideration? * 
ui. (1) 'S.3257) to effectuate and enforce the constitutional right 

- to the equal protection of the laws, and for other purposes; 

_ (2) S. 3090, to amend part III of the'Civil Riglits Act of 19574 

(3)'S. 3206, to make the Civil Rights Commission a permanent 

~ ‘agancy: of ‘the ‘Government; 

(4) S. 3207, to increase the personnel of the Federal Bureau of 
Hitvestipation ‘and to require special training of:such personnel) in 
order to provide for effective investigation. of: civil rights cases} 

(5) S. 3208, to secure, protect, and strengthen the civil rights 
accruing to individuals ‘under the Constitution and laws of; the 
United States; and 

(6) S. 3759, to provide further means of securing and protecting 
© ‘the right. df persons'within the! jurisdiction: of the several ‘States 
‘tothe equal protection of the laws:and other civil rights: guaran 
teed by the Constitution or laws of the United States. 

© At.a@ meeting of the:subcommittee ion’ May 5,:1958, a’ majority 
voted to postpotie scheduling’ hearings. because ‘extensive hearings 
Were conducted on the. eee and specificlegislation referred 
to-the subvomusittce a = Ist session of the soth Congress: 9? 


B. Hearing 


The subcommittee eatented a subi bossa? On, April 2, 1958, on 
the nomination of Gordan MacLean Tiffany ‘to be Staff Director o} 
the Commission on Civil Rights, pursuant to “assignment from the 
Conimitiee on the Judiciary: The tecord of! the hearing anieietes 

‘fhe supply of copies of the printed record of' the hearings —- 
thi! Ist ‘session’ of “the 85th. -Congress was exhausted,: so hee edit 
copies: were reprinted -to- meet the recurring large numbers of requests 
The Congress approved this reprinting when the House of Representa- 
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tives, on Jdrie 27} 1953; agresd to Setiate Concurrent Resdhaticn No. 
a7. “The vole’ is “Civil Rights1957"” Hearings on proposals to’ 
secure, protect, and strengthen civil’ rights ‘of pérsons under the’ 
Constitution and laws of the United States; February 14 through 
March “5; ‘19875 pages’ vi, B802 8 2909 OF SOY ese ROM AMAL ET Oty 
& Report: ; tid SiiJ IO ¢ fis! (lO) BSVI9N91 99 > SOS LILY ia ; 

: The subcommittee voted approval ;«with-two disapproving votes, of» 
the nomination of Gordon MacLean Tiffany to be Staff Director of» 
the Civil Rights: Commission:: The» nomination: was subsequently) 
reported: favorably, \ with ‘disapproving ‘votes, by the Committee: on» 
the Judiciary, and ultimately ‘consented to by the U.S::Senatei. hai 


V. THE RIGHD)TO TRAVEL 
A. Hearings 

Public hearings were conducted by the subcommittee in 1957 in 
“a survey of the extent to which constitutional rights are being respect- 
ed in the issuance, limitation of use, denial, and revocation of American 
passports.” The records of these hearings were printed in 1958; they 
are: 

Part 1, hearing, “The Right To Travel’; March 29, 1957; pages iii, 
55. Witnesses testified concerning State Department restrictions on 
the travel abroad by American newsmen. Part | is on sale by the 
Superintendent of Documents, Government Printing Office, Washing- 
ton, D.C., for $0.20. 

Part 2, hearing, “The Right To Travel”; April 4, 1957; indexed; 
pages v, 57-615. The volume contains the views and memorandums 


of the State Department on travel rights of Americans and passport 
procedures. 

Part 2 is on sale by the Superintendent of Documents, Government 
Printing Office, for $2. 


VI. RIGHTS OF PERSONS SUBJECT TO AMERICAN MILITARY JURISDICTION 


It has not been feasible for the subcommittee to conduct public 
hearings yet on this subject of continuing interest but a staff study 
has been made of the constitutional rights of the several classes of 
persons involved and the special problems connected with each group. 

The Senate Committee on Armed Forces, of course, has primary 
urisdiction as the standing legislative committee over the Milita 
stablishment of the United States, and its military personnel. 
Accordingly, the Senate Constitutional Rights Subcommittee may 
act merely in an advisory capacity in developing suggestions for 
improvements in the Uniform Code of Military Justice. The sub- 
committee position is similar with regard to status-of-forces agree- 
ments which come before the Senatef$Committee on Foreign Relations. 

However, the constitutional rights of civilians who accompany 
American Armed Forces outside the continental limits of the United 
States are of appropriate concern to the Senate Constitutional Rights 
Subcommittee. The Supreme Court has had no easy time in deciding 
the rights of these persons. The persons discussed here fall into these 
categories: civilian dependents of Armed Forces personnel, civilian 
employees of the Armed Forces, and civilian employees of defense 
contractors. The basic question is, What jurisdiction may the U.S. 
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Government exercise over these persons when they are accused of 
violating Armed Forces ations or the criminal laws of this country 
or of the country where they are? 


VII. INFORMATION SERVICE TO:CONGRESSIONAL OFFICES AND:ATH&-PUBLIC 


The subcommittee office receives complaints of the infringement of 
constitutional rights directly from the public and often from Members 
‘of Congress. e subcommittee endeavors to investigate all such 
complaints as seem —— After careful examination, many 
charges appear groundless but often a record can be corrected or 


information furnished as a result of consideration by the subcommittee. 
O 
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Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 50] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill to provide for the admission of the State of Hawaii into 
the Union, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

The action of the Interior Committee in considering the measure, 
which is sponsored by 56 Members of the Senate, and voting to report 
it favorably was unanimous. 

The committee held hearings in February of this year on S. 50—the 
23d public hearing on Hawai statehood that has been held by com- 
mittees of Con since 1935—followed by executive conferences to 
amend and perfect the bill. 


Purpose oF MEASURE 


The purpose of S. 50 is to provide for the admission of the populous 
and prosperous Territory of Hawaii, which has been an in , “in- 
corporated”’ part of the United States for 60 years, into the Union as 
a full and equal a State. Passage of this measure would re- 
quire no further action by the Congress, but several inpores steps 
by the people of the Territory and by the President will remain after 
enactment. 

Hawaii is the only incorporated Territory—one to which the Consti- 
tution of the United States has been expressly extended—under the 
American flag which has fulfilled all of our historic precedents for 
statehood but which has not yet achieved the destiny of all other 
incorporated Territories. No other area meets the well-established 
criteria under which 37 States have been admitted since the formation 
of the Union by the Thirteen Colonies. 


59001 Res., Vol. 1, 86-1, O—61 





STATEHOOD FOR HAWAII 


Masor Provisions 


A section-by-section analysis of S. 50 is set forth later in this report. 
The major provisions of the bill are: 


Approval of proposed State constitution 


In the tradition of a number of other Territories, the Legislature 
of Hawaii in 1949 enacted a measure to provide for the holdin of a 
State constitutional convention. The elected delegates drafted a 
constitution, which was submitted to the people by plebiscite. De- 
spite the active opposition of the leadership of the International 
Longshoremen’s and Warehousemen’s Union (the ILWU), the con- 
stitution was adopted by the overwhelming majority of more than 
3 to 1. 

This proposed Hawaiian Constitution was presented to Congress 
of the United States as a matter of information by the Senate Com- 
mittee on Interior and Insular Affairs on August 28, 1950, as a supple- 
ment to its Report No. 1928, favorably reporting H.R. 49, 81st Con- 
gress, a predecessor measure to the present statehood bill. It was — 
set forth in the Senate committee’s report on the Hawaii statehood 
bill in the 82d, 83d, and 85th Congresses, and is again submitted to the 
Senate in this report [appendix A). 

The Hawaiian Constitution has been commended by the National 
Municipal League as setting ‘‘a new high standard in the writing of a 
modern State constitution by a convention.” 

S. 50 finds this document to be “republican in form and in con- 
formity with the Constitution of the United States and the Declara- 
tion of Independence,” and ratifies it with certain provisions that must 


be adopted by the people of Hawaii. In the event they do not 
= all other provisions of this Statehood Act will cease to be 


effective. 
State boundaries 


Under S. 50 the boundaries of the new State will include all of 
the islands and territorial waters of the Territory of Hawaii, except the 
island of Palmyra. Palmyra Island is a small island nearly a thousand 
miles south of Honolulu and is owned by one family. The committee 
does not believe that it is an appropriate part of the State unit even 
though it has, for census purposes, been included within Honolulu 
County. 

The bill specifically excludes certain other islands which are not 
considered to be part of the Territory. 


Voter plebiscite 

By plebiscite the qualified voters of Hawaii will adopt or reject 
three propositions: (a) Shall Hawaii become a State immediately, 
(b) acceptance of the boundaries of the new State, and (c) acceptance 
of all the provisions contained in the statehood bill. The new State 


will not be admitted to the Union if any of these three is turned down 
by the electorate. 


Land grants 


When Hawaii was annexed in 1898 the crown lands of the former 
monarchy and the Government lands became Federal lands. Through 
the years some of these lands have been set aside for special purposes 
and others have been exchanged for different lands. Those remaining 
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in unreserved Federal ownership are, for the most part, mountainous 
and of little value. The Territory has administered the public lands, 
except Federal reservations, for the United States since annexation 
and has collected the revenues and spent them for publie purposes. 

Section 5 of the bill provides that the State of Hawaii shall succeed 
to the title now held by the Territory to most of the remaining ceded 
lands, saving to the United States title to all lands set aside for public 
use under acts of Congress, Executive orders, or Presidential or 
gubernatorial proclamations. The section also provides that title 
to any public lands which are controlled by the United States under 
permit, license, or permission issued by the Territory of Hawaii and 
which may during the ensuing 5-year period be set aside for the use 
of the United States by congressional act or Presidential order shall 
remain in the United States. It also retains in effect the President’s 
authority to restore lands to their previous status after admission. 
The use of and benefits from the granted lands will remain the same 
as they now are. 


Election of State and Federal officials 


As soon as possible after the enactment, the President is required 
to certify the fact to the Governor who will call an election of all 
State elective officers provided in the proposed State constitution and 
of two Senators and one Representative in Congress. 

This additional Representative in Congress will cause a temporary 
increase in the overall membership of the House until the next appor- 
tionment, but the bill does not change the basis for apportionment or 
the permanent overall membership. 


Maritime matters 


Hawaii is on many trade routes to and from the Orient. Therefore, 
it has been a common port of call for American vessels in foreign trade. 
Such vessels are often granted certain Federal subsidies to better enable 
the American merchant marine to compete with foreign fleets. One 
of the conditions to grants of subsidies is that such vessels will not 
engage in domestic trade in competition with the nonsubsidized coast- 
wise and intercoastal carriers. The protected routes granted to non- 
subsidized vessels include trade between the continental United States 
and any American possession or Territory. The Merchant Marine 
Act, 1936, made an exception to this protective rule by allowing sub- 
sidized vessels to call at Hawaii while on a voyage in foreign trade, 
making an adjustment in subsidies.to prevent improper competition. 
This type of shipping is an integral part of the important Hawaiian 
shipping industry. Fo change it would cause serious and unnecessary 
confusion. 
_ The bill retains the right of such subsidized vessels to continue call- 
ing at Hawaii after statehood on the same conditions as now exist. 

ection 18 of the: bill also retains regulatory jurisdiction of water 
commerce between Hawaii and the mainland in the Federal Maritime 
Board. Without a special provision retaining jurisdiction, such juris- 
diction would automatically fall to the Interstate Commerce Com- 
mission. The committee does not feel that the statehood bill is the 
place to confuse shipping procedures, authorities, and regulations. 


Aviation matters 


Hawaii presents a unique situation with respect to the impact of 
statehood on the Federal regulation of air transportation between the 
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main islands. This is because of the ——— structure of the 
Territory, the land areas being separated by substantial expanses of 
ocean which are not incbaded in the territorial limits of Hawaii. 
Hence, most, if not all, of the interisland air transportation passes 
through airspace not a part of the Territory. Under the provisions 
of the Federal Aviation Act of 1958 and other applicable Federal 
legislation, the Civil Aeronautics Board exercises economic regulatory 
jurisdiction over carriers engaged in interstate air transportation, 
which is-defined to include not only transportation between a place 
in a State and a place in any other State, but also transportation 
between places in the same State through the airspace over any place 
outside thereof. Consequently, with the admission of Hawaii as a 
State, interisland air transportation will remain subject to the 
economic controls provided the Federal Aviation Act including 
other applicable Federal le islation, because that transportation, or 
most of it, while between ie es in the same State, will pass through 
airspace outside the State. In the other States, air transportation of 
this kind passing through airspace outside the State is of slight volume 
in comparison with air transportation merely between places in the ~ 
same State. In the case of Hawaii, the reverse would be true. The 

committee wishes to make it clear that it believes the application 
of the provisions of the Federal Aviation Act and other applicable 
Federal legislation to the State of Hawaii should continue in accord- 


ance with the definition of interstate air transportation as contained 
in that act. 

The attention of the Senate is invited to the memorandums on the 
subject of transportation in Hawaii submitted by the Der of 


), and the 


the Interior which appear in the ante. (appendix 
ounsel of the Civil Aeronautics 


testimony of Franklin Stone, General 
Board, in the Senate hearings. 


Tue ComMMITTEE AMENDMENTS 


For the most part, the amendments adopted by the committee are 
Canes or perfecting. In section 4 the last provision, forbidding 
the State of Hawaii to take any action that would unreasonably 
discriminate against any nonresident persons or corporations, has been 
deleted. This provision was not in the Alaska Statehood Act, and its 
omission in the case of Hawaii was recommended by the Department 
of Justice, which pointed out that the provision was merely expository 
of existing law. (See Mullaney v. Anderson, 342 U.S. 415.) 

Section 5 is amended to clarify the situation with respect to Federal 
and Territorial lands in Hawaii. The changes have the approval of 
all Federal and State agencies concerned. 

Section 6 is amended to provide that the new State shall have but 
one Representative until the apportionment of Congress following the 
1960 census. This amendment was adopted by the House committee 
and the Senate committee decided to be guided by the wishes of the 
body in which the Representative would sit. 

In section 15 the committee has written an amendment to provide 
that all Territorial laws enacted by Congress for Hawaii shall auto- 
matically terminate in 2 years from statehood unless appropriate 
State legislation has been enacted prior thereto. Such an amendment 
was recommended by the Bureau of the Budget. Its purpose is to 
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require the State to take action in areas properly of State respon- 
sibility within the cutoff period. 


BACKGROUND OF LEGISLATION 






The first Hawaii statehood bill was introduced in the 65th Congress 
in 1919. Hearings began 25 years ago with those on H.R. 3034, 74th 
Congress. 

Since then, the House and Senate have held 22 additional hearings 
on the subject of statehood for Hawaii. The record on the question 
comprises more than 6,600 printed pages of testimony and exhibits. 
More than 850 witnesses have been heard in the Territory and in Wash- 
ington. Seven of the hearings have been held in Hawaii (1935, 1937, 
1946, 1948, 1954, and 1958). In addition, at least 12 reports have 
been made. 

The question of admitting Hawaii to statehood has been longer 
considered and more thoroughly studied than any other statehood 

roposal that has ever come before Congress. Thirty-seven States 
five previously been admitted to the Union by action of Congress, 
yet in no single case has there been such a thoroughly careful study 
of the qualifications of the applicant as in the case of Hawaii. 

Hawaii came under the American flag in 1898, with the adoption 
of Senate Joint Resolution 55, 55th Congress, sponsored by Senator 
Newlands, of Nevada (30 Stat. 750). This farsighted measure, after re- 
citing the fact that the “Government of the Republic of Hawaii [had] in 
due form, signified its consent,” proceeded to annex to the United 
States ‘the said Hawaiian Islands and their dependencies.” 

Based on the report of the Commission established by the Newlands 
resolution, organic pice for Hawaii was enacted April 30, 1900 
(31 Stat. 141; 48 U.S.C. 493), by which American citizenship was 
granted and the Constitution declared to “have the same force and 
effect within the said Territory as elsewhere in the United States.” 

Thus, in the language of the Supreme Court of the United States, 
Hawaii acquired the status of an “incorporated” Territory (182 U.S. 
305), became “‘an integral part of the United States” (190 U.S. 197), 
and, as such, became “destined for admission as a State” after a 
“period of pupilage” as a Territory (289 U.S. 537). 

Beginning in 1903 the Territory of Hawaii, through its legislature, 
has petitioned Congress for statehood on at least 17 different occasions. 
Since 1920, no fewer than 66 bills have been introduced in successive 
Congresses providing for statehood. 

In June 1947, the House of Representatives passed legislation ap- 
proving statehood for Hawaii by a vote of 196 to 133. This was the 

t time either House of the Congress had acted on a Hawaiian state- 
hood measure. Although President Truman indicated that he would 
sign the bill, the Senate committee decided on further investigation. 

In March 1950, the Hawaii statehood bill again passed the House 
of Representatives, this time by the wemtidinine majority of 262 
to 110. After public hearings and careful deliberation, the Senate 
Committee on Interior and Insular Affairs of the 81st Congress re- 
ported favorably on the measure in June 1950. However, the time 
element and impending legislation involving other matters of inter- 
national concern kept the bill from reaching the floor of the Senate 
before Congress adjourned. 
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Before the 82d Congress was 5 months old, the Senate committee 
had repeated its endorsement of the Hawaii statehood bill, but again 
the reported Hawaii statehood bill was not brought up for debate 
and decision on its merits. 

In the 83d Congress the House for the third time passed a Hawaii 
statehood bill. In the Senate, a bill for Alaska statehood was added 
to the Hawaii measure as a title II and the combined measure passed. 
The House failed to act on the joint bill, however. 

In the 84th Congress, the House Interior Committee favorably re- 
ported Hawaii statehood, but the measure was recommitted. As a 
result, the Senate took no action, although hearings were held. In 
the 85th Congress, both the House and Senate committees favorably 
reported Hawaii statehood measures, but no action was taken in the 
Chamber of either House. 


Basic Prysicau Facts 
Geography 

The present Territory of Hawaii comprises a group of subtropical 
islands in the North Pacific Ocean. There are eight principal islands 
in the archipelago and a number of smaller ones. Honolulu, the cap- 
ital city and center of population lies approximately 2,000 miles 
southwest of San Francisco, and thus the new State would be nearer 
to the west coast of the mainland than the west coast is to Washington 
and New York. 

The area of the islands is 6,434 square miles or 4,119,227 acres. 
This is slightly larger than the combined area of Connecticut and 
Rhode Island. Of the total acreage, 317,012 acres are held by the 
Federal Government, 1,415,684 acres by the Territory of Hawaii, and 
10,809 acres by the city and county governments. The remaining 
2,373,722 acres are held in private ownership. 

The climate is moderate throughout the year, with the subtropical 
heat tempered by the trade winds. 

Population 

Hawaii is possessed of great natural riches of soil and climate, as 
will be shown, but her greatest resource is her vigorous, enterprising 
people, nearly 600,000 in number, all but a small fraction of whom 
were born under the American flag, educated in Hawaii’s excellent 
school system, and are thoroughly imbued with American principles 
and ideals. 

Under date of January 14, 1959, Robert W. Burgess, Director of 
the Bureau of the Census, reported to the committee chairman that 
the civilian population of Hawaii numbered 578,000 as of July 1, 1958, 
and the total population for July 1, 1957, as 613,000. An accompany- 
ing Census Bureau bulletin showed that the civilian population as of 
J aM 1, 1958, had increased by 21.2 percent over the 1950 census. 

ighty-five percent of the population of Hawaii are native-born 
American citizens. As has been historically the fact in America, 
their racial backgrounds are diverse. The 1950 census shows the 
major groups conttibuting to the ethnological background of the total 
population are as follows: 23 percent Caucasian, 37 percent Japanese, 
17 percent Hawaiian, and the remainder Filipino, Chinese, Korean 
Puerto Rican, and others. In the past 50 years the proportion 
residents of Japanese ancestry has decreased slightly while the pro- 
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portion of Caucasians has increased slightly. A complete analysis of 
the ancestry of Americans in Hawaii is included as an appendix 
(appendix E) to this report. 


READINESS FOR STATEHOOD 







The Constitution of the United States provides that new States may 
be admitted into the Union by the Congress, but it sets forth no 
specific requirements. However, a study of American history, with 
particular attention to the facts and circumstances surrounding the 
admission of each of the 37 States that have come into the Union 
since its founding, shows that the requirements have been— 

(1) That the inhabitants of the proposed new State are imbued 
with and sympathetic toward the principles of democracy as ex- 
emplified in the American form of government; 

(2) That a majority of the electorate desire statehood; and 

(3) That the proposed new State has sufficient population and 
resources to support State government and to provide its share 
of the cost of the Federal Government, 

The committee is convinced that. Hawaii has met each of these re- 
quirements, and is in all ways exceptionally well prepared for statehood. 
Americanism 

As to the first requirement, Hawaiians have been trained and steeped 
in American traditions and principles since the New England mis- 
sionaries landed in the islands in 1820. The constitution adopted in 
1840 was modeled after the Constitution of the United States. The 
people of Hawaii were the prime movers in the early attempts to bring 
about annexation. This historic direction toward American principles 
of democracy has continued up to today. 

The constitution which was adopted by the people of Hawaii by a 
3-to-1 majority is an admirable, thoroughly American document. The 
Territory has wisely and successfully operated a complete Territorial 

overnment, in conlensntis with the Constitution of the United States, 
or over half a century. 

The loyalty and patriotism of the peo le of Hawaii has been proved 
beyond any doubt. Before World War II, the question was voiced in 
some quarters whether the inhabitants of Japanese ancestry would be 
loyal to the United States. The answer was dramatically recorded for 
everyone to see. During World War II American citizens of Japanese 
ancestry (Nisei) in Hawaii formed the all-Niesi 100th Infantry Battal- 
ion. Later, the 100th was integrated into the 442d Regimental Com- 
bat Team, an all-Nisei outfit composed of volunteers from Hawaii and 
the mainland of the United States. In connection with this volunteer 
combat team, the Army called for only 1,500 volunteers from Hawaii. 
In less than 3 days, more than 10,000 responded; in a week, more than 
15,000 had volunteered. 

Between them, the 442d and the 100th made history without par- 
allel in American military annals. According to the record, they were 
awarded more medals and combat decorations for their size and length 
of service in the line than any other United States infantry unit in 
World War II or any previous war. 

Fighting in Italy and France, the 100th and 442d became famed as 
the Purple Heart Regiment. They were in 7 major campaigns, suffer- 
ing 9,486 casualties, or 314 percent of their original strength. 
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The unit received 18,143 individual decorations and medals and 7 
Presidential distinguished unit citations. 

The so-called Nisei served with equal distinction with combat 
intelligence troops in the Pacific war against their ancestral homeland. 
After the war thousands of Nisei were called upon to serve in the army 
of occupation in Japan, contributing in great measure to the success of 
the occupation and the promotion of democratic principles and general 
good will toward the United States. 

' Again, in the fighting in Korea, a much larger percentage of combat 
troops came from Hawaii than from any other area, and Hawaiian 
casualties were some 4 times higher than those from any other area. 

Not a single member of the Armed Forces from Hawaii defected, or 
was susceptible to Communist “brainwashing” as was unfortunately 
the case with 22 soldiers from other areas. It is perhaps significant, 
in view of some of the arguments being used against statehood, that 
many of the steadfast fighting men oe Hawaii were members of 
the ILWU. Not one of these union members defected in any way. 

If to be an American is to be willing to live and fight and die in the 
cause of democracy and freedom, if it is to develop, through indust 
and initiative, the resources of one’s surroundings and within one’s 
self, if it is to obey the laws made by and for the people and to par- 
ticipate in their making, if it is to give of one’s self to civic and com- 
munity Techeataame te the people of Hawaii are beyond any ques- 
tion American in deed, thought, and word. 


Desire for statehood 


There can be no doubt of the desire of the nearly 600,000 American 
citizens in Hawaii for full participation in our national political life as 
a State. Since 1903, the legislature elected by the people of Hawaii 
have petitioned Congress for statehood again and again. 

In 1940, in a territorywide plebiscite on the subject, the people of 
Hawaii voted 2 to 1 for statehood. They ratified the proposed State 
constitution by a margin of 3 to 1. 

In the general election last year, a so-called Commonwealth Party 
was on the ballot. Its candidate for Delegate, the only territorywide 


office was able to poll only 2,500 votes out of a total of nearly 155,000 
cast. 


Ability to support statehood 


The ability of the people of Hawaii to support a State government 
and to continue to pay their full share to the costs of the Federal 
Government cannot be reasonably questioned. 

In fact, Hawaii’s economy alone, if we consider this wholly apart 
from all its other notable qualifications, would entitle Hawaii to take 
its place among us as a full-fledged and substantial member of our 
family of States. 

Hawaii’s resources are implanted deeply in its lands and industries. 
These the Territory has manged aint over the t century to 
build a firm, self-sustaining, and enduring economy. Today, Hawaii's 
real property assessments, the goods produced, and its annual business 
turnover exceed greatly those of any of the 30 Territories heretofore 
admitted to statehood. 

Hawaii’s marked economic progress is vividly illustrated in the 
United States Department of Cenbepmee report entitled ‘Income of 
Hawaii.”’ This publication reports that from 1939 to 1952 Hawaii’s 
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economy outpaced that of the Nation. In this span of 14 years, the 
total of all personal incomes in Hawaii almost quadrupled. The 
totals were $218 million in 1938 and $864 million in 1952. 

In 1958, Hawaii’s personal income totaled $1.150 billion. This was 
the third time Hawati’s personal income exceeded $1 billion during the 
postwar period. Historically, Hawaii’s per capita personal income has 
tended to approximate that of the mainland. The personal income of 
$1.150 billion in 1958 received by residents in Hawaii was equivalent 
to $1,876 per person for Hawaii’s total population of 613,000. The 
1958 per capita income exceeded that of 26 States, as has been the case 
since 1955. 

Territorial tax revenues from all sources for the fiscal year ending 
June 30, 1958, amounted to $122,384,550. 

Agriculture —Hawaii’s economy is a stable economy, founded on 
agriculture. The Senate Interior and Insular Affairs Committee 
reported in 1955: 


Nowhere in the world have scientif c methods been applied 
to cana on the scale that prevails in the sugar and pine- 
apple production of Hawaii. 


This is still true today. 
In 1957, Hawaii’s 27 independent sugar plantations produced over 
1 million tons of raw sugar on their 221,000 acres, with a total value 
of $146 million. Payrolls of the sugar plantations in 1957 were 
approximately $56 million for some 17,000 year-round employees. 
he daily wage, including fringe benefits, is estimated at $14.80 per 
a the Nation’s and the world’s highest agricultural wage. 


e pineapple crop provides the second largest industry in the 
islands. For fiscal year ending May 31, 1957, the nine pineapple 
companies, located on five islands of the Hawaiian group, produced 
30,787,208 cases of pineapple and juice, valued at $110 million. The 
pineapple industry provides employment for about 22,000 during the 
peak summer canning season and year-round employment ie hans 
a persons. The industry’s annual payroll is estimated at $36 
million. 

Tourism and hotels—Hawaii’s pleasant climate, scenic beauty, and 
recreational facilities are also a major asset. The tourist industry 
expands annually—from a $6-million-a-year industry in 1946 to $65 

illion in 1956. A record total of 197,850 visitors, including tran- 
sients, came to Hawaii during 1958, spending there $82,750,000. 
Tourist expenditures are expected to top $100 million by 1960. 
Expenditures by carriers and crews attributable to the visitor industry 
added $8,800,000 to this total. Nor do these figures take into account 
the millions of dollars spent by the airlines and steamship companies 
serving the Territory, or the spending of service personnel. 

Another record-breaking year for isle tourism is predicted for 1959 
when it is estimated that $85 million in new dollars will be derived 
from more than 200,000 visitors. 

The Hawaii Visitors’ Bureau reports that roughly 15 percent more 
seats will be available on flights to Hawaii in 1959 than were available 
in 1958. Another big increase in capacities will come with the 
arrival of jets in late 1959 or early 1960. This introduction of faster 
service will mean an increase in the number of visitors coming to 
Hawaii from the west coast, the Central States, and the industrialized 
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East. Also several new ships are scheduled for the Hawaii run, and 
by 1960 at least two additional 2,000-passenger ships will be making 
regular calls at Honolulu. 

n 1945, the Pacific war came to an end and Hawaii set about 
refurbishing its facilities after 4 years of combat and defense status. 
New hotels came slowly. In 1954, four major beach hotels and several 
smaller ones were erected. This amounted to some 1,000 new hotel 
rooms. By 1956, there were more than 4,000 rooms at Waikiki. 
Barly 1958 found 450 more hotel rooms in Waikiki than early 1957. 
In addition, proposed future developments of hotel accommodations 
have been discussed for the Waikiki area and, when realized, would 
account for the addition of 1,500 more rooms. Two major hotel 
chains are currently interested in extending their interests to the 
Hawaiian Islands. 

‘| hese expenditures, running into the millions, bolster the Hawaii 
Visitors’ Bureau’s optismistic view of the touris ttrade as the greatest 
single source of immediately available revenue, and a potential rival 
of the sugar industry for first place in the islands’ economy. 

National defense expenditures.—The strategic importance of Hawaii 
to the defense of America is vital. The recent enlargement of com- 
mands and the movement of Armed Forces from forward areas to 
Oahu has made Hawaii an increasingly important operational center 
for the entire Pacific area. Hawai is a bastion of U.S. military 
strength in the Pacific, the hub of which is the Pearl Harbor Naval 
Base, headquarters of the Pacific’s unified military command. 

The Army has six major posts in Hawaii. Schofield Barracks is 
one of the largest military posts in area in the world. Headquarters 
for the commanding general, U.S. Army Forces, Pacific, are at Fort 
Shafter, in Honolulu. 

The Military Establishment there represents today, in the interests 
of national defense, the islands’ largest single source of income. The 
money spent by the Federal Government, and the goods and services 
purchased by the Armed Forces, are considered Hawaii’s most im- 
tng “invisible export.’”’ This in 1958 amounted to over $300 
million. 

Payments into ederal Treasury —Reflecting the healthy state of 
their island economy were the tax totals paid last year by residents 
of Hawaii, more than $289 million. Of this sum, $166,300,000 came 
into the Federal Treasury on account of personal and corporate in- 
come taxes. This is more than was paid in by 10 Of our mainland 
States (Wyoming, Vermont, North Dakota, South Dakota, Nevada, 
Idaho, Montana, New Mexico, New Hampshire, and Alaska). 

Although Hawaii has no vote in the Congress levying such taxes, it 
pays consistently into the Federal Treasury a larger amount than the 
Federal Government has spent upon the Territory, not including 
national defense. 

Since its incorporation into the United States, Hawaii has paid 
into the national coffers the impressive sum of $2,354 millions. 

The Hawaii labor force —Em Laipiedit in the Territory has reached 


record totals) The employed labor force increased from 206,000 in 
1957 to 210,000 in 1958 and the number of vonage decreased 


to 1.6 percent of labor force over the same period. Wages, salaries, 
and dividends paid to residents of Hawaii during 1957 amounted to 
over $700 million. 
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Land and building valuations.—The steady growth of the popula- 
tion of Hawaii since annexation provides another cardinal statistic 
which further depicts the substance and soundness of her application 
for statehood. As of January 1, 1957, the gross assessed valuation 
of real property aggregated $1,933,325,220. This exceeds by far the 
assessed valuation of real property in any of the 30 Territories upon 
their entrance into the Union as States, and represents, almost, the 
combined values of real property in all States admitted into the 
Union since 1850 at the time of their admission. 

Important mineral discovery—The uncovering in Hawaii of high- 
grade deposits of bauxite—the raw material for aluminum—may 
make this country independent of foreign sources for this strategic 
mineral during the next century. The island of Hawaii alone con- 
tains more than 300 square miles of rich ore, enough to supply the 
United States for 100 years. This is the gist of a report by Dr. 
Paul L. Magill, chemist and senior scientist of Stanford Research 
Associates. His report reveals the Territory’s reserves of bauxite 
ore as 60 million tons, 10 times the known mainland reserve. 


REASONS FOR STATEHOOD 


The committee is convinced that the grant of statehood will be in 
the best interest of the people of the entire Nation as well as the half- 
million Americans who now reside in the Territory that has been an 
incorporated part of the United States for 58 years. 

In considering the benefits to the Nation of the grant of statehood 
to any particular Territory, it has never been possible at the time of 


admission to prove in precise mathematical terms the exact extent to 
which the residents of the older States would be benefited. The 
specific advantages accruing to the Federal Government from the 
admission of any one of the 37 States admitted since the formation 
of the Union could not have been set forth in concrete terms to the 
Congress considering admission. 

Yet our dramatic history and the greatness of our Nation today 
prove conclusively that acceptance of new States has benefited the 
older areas as much as it has the citizens of the new State. Ever 
since enactment of the Northwest Ordinance of 1787, our people have 
recognized that our Nation cannot grow strong and prosperous except 
on a basis of full political equality for every incorporated area the 
people of which are willing and able to share the burdens of statehood. 

he citizens of Hawaii are in precisely the same legal and political 
status today as were the residents of the Northwest Territory when 
they were admitted to full citizenship. First, they are residents of 
an incorporated Territory, one to which the Constitution was extended 
by the 55th Congress more than a half century ago, thus incorporating 
it into the Union. Second, the population of the Territory is suff- 
ciently large and its resources sufficiently developed, beyond question, 
to support statehood. Third, its people are thoroughly imbued with 
American traditions and ideals and earnestly desire statehood. 

A major difference, however, is that Hawaii today has a larger 
population than 5 of our States (Vermont, Delaware, Wyoming, 
Nevada, and Alaska), and that with approximately 600,000 people 
its population is larger than that of any State at the time it entered 
the Union except Oklahoma. Also, Hawaii is the richest Territory 
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in the point of economic development ever to enter the Union—in 
the fiscal year 1958, Hawaii paid more than $166 million in Federal 
taxes, a sum greater than that paid by many of the present States. 

The admission of Hawaii would constitute a singular achievement 
in diplomacy. What could be better proof than this to the critical 
Far Eastern area that the United States is still the land of promise 
for people of all backgrounds? The Hawaiian-Americans of Japanese 
and me oriental backgrounds will be the living example that we 
live by principles of freedom and self-determination for all people. 
These thoroughly American people of oriental ancestral background 
can be a catalyst of untold value in accomplishing understanding 
where understanding is most needed. 

The American people believe that statehood for Hawaii is in the best 
interest of the Nation. Public polls taken over the last 10 years 
indicate that during that period the public has favored statehood by 
a majority of 3 to 1 or more. The latest reported poll indicates that 
the present favorable majority is more than 8 to 1. 

The platforms of both major political parties call for immediate 
statehood as they have for some years past, and President Dwight D. 
Eisenhower has strongly urged it throughout -his administration as 
did former President ae 9 Truman. 

Admission of Hawaii to statehood would give it full and equal par- 
ticipation in the American system of government. It would accord 
the half-million American citizens who are also citizens of Hawaii 
the following specific rights which they do not have under the present 
Territorial system of government: 

1. The right to voting representation in both the Senate and 
the House of Representatives; 

2. The right to vote for the President and Vice President of the 
United States; 

3. The right to choose their own Governor and to carry on 
functions of government by their own elected officials instead of 
Federal administrators, 

4. The right to determine the extent of the powers to be exer- 
cised by their own legislature; 

5. The right to have local justice administered by judges 
selected under local authority rather than by Federal appointees; 

6. The right to freedom from overlapping of Federal and local 
authority; and 

7. The right to a voice in any proposed amendment of the 
Federal Constitution, as well as on the taxes which they must pay. 

Any concept of permanent inferiority for the residents of any 
American Territory who have qualified for statehood by every his- 
toric and economic standard, ank the vast majority of whom fervently 
desire it, is foreign to the American ideal. On the basis of principles 
established 170 years ago, our people heretofore always have recog- 
nized the right of an incorporated Territory to receive statehood as 
soon as it Srisnastretes conclusively that it can meet the require- 
ments for statehood. Hawaii, with its large, thoroughly American 
population, its economic development, the splendid war record of its 
people in fighting and dying for American ideals in both Europe and 
Asia, and the desire of its people for statehood, fits perfectly into the 
historic pattern under which our Nation has grown great. 
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ARGUMENTs AGAINST STATEHOOD 


In the past the arguments against statehood have fallen into the 
following general pattern: 

(1) That Communists, through control of the International 
Longshoremen’s and Warehousemen’s Union PLveN)s have a 
stranglehold on the economy of the Hawaiian Islands, and that 
they have such political power that communism is a threat to 
the political stability of the Territory; officials would continue 
to be subject to Communist pressure under statehood; 

(2) That the so-called Caucasians are outnumbered by groups 
of different ancestry; 

(3) That the Territory is noncontiguous and hence outside 
the pattern of the present Union of States; 

(4) That two Senators from Hawaii would give the new State 
representation in Congress disproportionate to its population 
in comparison with other States. 

Communist control—The U.S. Department of Justice, which is 
charged with responsibility over investigation, prosecution, and control 
of Communist subversion favors enactment of the bill. The present 
position of the Department, with all of the resources of the FBI 
and other investigative agencies at its disposal, is unchanged from 
previous years. February 4 of this year the Attorney General 
of the United States wrote to the committee as follows: 


U.S. DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy AtroRNEY GENERAL, 


Washington, D.C., February 4, 1959. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


Dear Senator: In your letter of January 14, 1959, to the Attorney 
General you request to be advised whether or not this Department has 
in its possession evidence that would substantiate allegations ‘that 
Communist power and influence in Hawaii is such that the Senators 
and Congressmen (elected there) necessarily would be subject to 
Communist influence.” Your letter of January 19, 1959, to the 
Attorney General also relates to the same problem. 

Information in our possession would not substantiate the allegation 
that the Senators or eae elected in Hawaii would be subject 
to such influence. Moreover, you will recall that in my letter to you 
of July 9, 1958, concerning statehood for Hawaii, I stated that the 
Department’s position in support of statehood was firm and une- 
quivocal. Our position remains unchanged. 

The comments you requested concerning the provisions of your bill 
for statehood for Hawaii are in the process of preparation and will be 
forwarded to you upon their completion. 

Sincerely yours, 
Lawrence E. Watsn, 
Deputy Attorney General. 

The Department of Defense has likewise reported favorably on the 
Measure, and witnesses have testified in support in previous years. 
In the House committee hearings, the Honorable Francis E. Walter, 
chairman of the House Committee on Un-American Activities, stated 
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he was of the opinion that, given the machinery provided in the present 
admission act, the people of Hawaii under statehood could manage the 
security problems created by Communist activities better than under 
existing conditions. 

The Korean war served as proof of the loyalty of Hawaiian-Ameri- 
cans when fighting against a Connesiiaitis enemy. In connection with 
Hawaiian participation in that conflict Gen. J. Lawton Collins wrote 
to the late Delegate from Hawaii, Hon. Joseph R. Farrington: 


The relatively high casualty rate suffered by Hawaii 
soldiers can be attributed to the large proportion of Hawaii 
soldiers in the 24th Infantry Division, which includes the 5th 
Regimental Combat Team, and the 25th Division. At the 
time of its deployment to the Far East Command, almost 50 
percent were Hawaii-born soldiers. I doubt that any other 
unit of the Regular Army can be associated with a particular 

eographical area as closely as the 5th Regimental Combat 
Deogh is associated with Hawaii. There were also substantial 
percentages of Hawaii soldiers in the 24th and 25th Divisions 
which were already in Japan and which were, of course, the 
first committed in Korea. All enlisted personnel of these 
units, when the conflict started, were volunteers. The heav 
fighting that they have encountered and the regrettably hig 
casualty rates sustained are, of course, well known throughout 
the United States. 

The splendid part played by Hawaii in the Korean war is 
entirely in keeping with the distinguished record it estab- 
lished in World War II. 

The record in the Korean war can be summarized as follows: 

Not one case of cowardice by a Hawaii soldier in the face of 
the Communist enemy was recorded in Korea. 

Not one case of successful Red “brainwashing’’ of any 
Hawaii soldier was recorded. 

Not one case of a Hawaii soldier’s desertion to the enemy 
was recorded. 

Of the 22 American servicemen who refused repatriation 
after the Korean war in favor of remaining with the Com- 
munists * * * there was not one from Hawaii. 

There were 426 Hawaii boys killed in Korea action, a 
death toll 4% times the killed-in-action average for the rest 
of the United States. There were 1,352 total battle casual- 
ties from Hawaii, a rate three times as great as the casualty 
rate per capita for the rest of the Nation. 


The committee is convinced, and there is no evidence to the con- 
trary, that a grant of statehood will not in any way decrease the 
ability of the Nation or the people of Hawaii to combat the malignancy 
of communism. On the contrary, the people of Hawaii have taken 
unprecedented steps to protect themselves and have shown superior 
recognition of the menace. Therefore, the committee believes that 
statehood will provide a suitable and effective political structure 
through which the people of Hawaii can and will hasten the destruc- 
tion of the last vestiges of Communist influence. 
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The people of Hawaii 

The second objection, that of racial heterogeneity in the Territory, 
appears to be based on reasons which for the most part rarely are 
expressed frankly and openly. With the entire free world looking to 
the United States for moral and spiritual leadership, the committee 
does not believe that the 86th Congress will deny full political equal- 
ity to a group of its own citizens who have met every historic test 
of qualifying for statehood merely because of the ancestry of a part of 
that group. Hawaii has been thoroughly American in word, thought 
and deed for a half century and longer. Its American institutions and 
school systems have produced American citizens worthy to stand on a 
basis of full equality with the best citizens of any State in the Union. 

The devotion to American ideals of the sons of Hawaii has been 
indelibly written in the pages of world history on the battlefields of 
Europe and, more recently, in Korea. In civic, economic, and cultural 
attainments, also, the pe of Hawaii have created a community to 


stand on a basis of full political equality with every other American 
community. 


Noncontiguity 
The argument that Hawaii should forever be denied statehood 
because their islands are not physically contiguous by land to the 
continental United States is in our judgment fallacious. Physical 
contiguity is not, and never in all our history has ever been, one of 
the requirements for statehood. It should play no part in considera- 
tion of this measure. Hawaii has for many decades been completely 
incorporated within the American system in every respect despite its 
lack of land contiguity. It is within the American judicial, customs, 
and internal revenue systems. Its churches, fraternities, veterans’ 
and other organizations, its business groups and banking systems, are 
closely linked with their counterparts on the mainland. In terms of 
modern communication and transportation Hawaii is today far closer 
to Washington than were many of the ong Thirteen States when 
the Constitution was adopted. In short, Hawaii is an integral part 
of the American scene. 
With modern methods of transportation and communication—air, 
sea, radio, and telephone—the argument that Hawaii is noncontiguous 
can carry little weight. Hawaii is in fact contiguous to the mainland 
for all practical purposes. The committee believes that the Union of 
States that is the United States is more than a mere geographic 
arrangement. It is a union that comes of a common loyalty and a 
common purpose. In these respects, Hawaii is, in fact, contiguous. 
As an example from the past, when California was admitted to the 
Union a trip to Washington meant 13,355 nautical miles around Cape 
orn or crossing the vast, hostile Indian country of the western plains. 
en the Panama Canal was opened the voyage by water from 


Washington to San Francisco was cut to twice the distance from 
Hawaii to San Francisco. 


Representation in Congress 


The last argument, which asserts that two Senators would dilute 
the representation of large States, seems to the committee to have 
n wisely and finally settled 172 years ago by the Founding Fathers. 
For the information of the House it should be noted that Hawaii 
has a larger population than six of the present States, and, when 
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admitted, will join five other States which have two Senators and 
one Representative in Congress. 

Therefore, the committee finds no merit in any of the arguments 
against statehood, and recommends that statehood be granted. 


CoNCLUSION 


The committee realizes that the Congress is not bound by court 
decisions or by congressional précedent; the final decision lies in the 
sound discretion of the 86th Congress. However, every court utter- 
ance on the subject and every action of other Congresses consideri 
other States lead to the inevitable conclusion that the wisdom of 
the ages is on the side of statehood. 

More than one-half million Americans in Hawaii are asking for the 
penpien nea that go with the kind of government which we know 
to be best for the Nation and best for individual Americans. The 
committee believes that Hawaii has proved all qualities that the 
Nation traditionally demands. 

Now is the time to prove to all the world that self-determination 
applies in the United States just as it must apply wherever in the 
world human nature can be free to follow its course. 


SECTIONAL ANALYSIS 


A section-by-section anenme of S. 50, as reported, is set forth below. 
Amendments adopted by the committee are included in the analysis. 


GENERAL PROVISIONS 


Section 1 declares that, upon issuance of the proclamation required 
by the act, the State of Hawaii is admitted into the Union on an equal 
pOene with other States, mureee to the proven of the act; finds 


that the constitution adopted by the people of Hawaii in the election 
held November 7, 1950, conforms with the Constitution of the United 
States and the principles of the Declaration of Independence; and 
confirms the constitution so adopted. 

Section 2 defines the area which will comprise the State of Hawaii. 
It includes the islands, appurtenant reefs, and territorial waters 
included in the Territory of Hawaii, except the atoll known as Palmyra 
Island which, together with its reefs and territorial waters, is excluded 
from the State. The State will not include the Midway Islands, 
Johnston Island, Sand Island (offshore from Johnston Island), or 
ne n Reef, which islands are not now included within the Territory 
of Hawaii. 

Section 3 requires that the constitution of the State of Hawaii shall 
always be republican in form and not be repugnant to the Constitution 
of the United States or the Declaration of Independence. 

Section 4 requires the State of Hawaii to adopt the Hawaiian Homes 
Commission Act, 1920, as a provision of its constitution and provides 
that it shall not be changed in its basic provisions except with the 
consent of the United States. Article tT of the constitution of 
Hawaii conforms to this requirement. The Hawaiian Homes Com- 
mission Act is a law which set aside certain lands in order to provide 
for the welfare of native Hawaiians. While the new State will be 
able to make changes in the administration of the act without the 
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consent of Congress, it will not be authorized, without such consent, 
to impair by legislation or constitutional amendment the funds set 
up under it or to disturb in other ways its substantive provisions to the 
detriment of the intended beneficiaries. 


LAND GRANTS 


Section 5 concerns property grants to the new State. Subsection 
(a) confirms in the State the Territory’s title to certain lands and other 
a pe Subsection (b) grants to the State title to Federal public 
ands and other Federal public property in Hawaii held by the United 
States at the time of Hawaii’s admission into the Union. Both of 
these subsections, however, are subject to the qualification expressed 
in subsection (c) the effect of which is to reserve to the United States 
any lands or other properties which are set aside for Federal use by 
act of Congress or " order of the President or the Governor of 
Hawaii. Subsection (b) is also qualified by subsection (d) which pro- 
vides that any public lands or other public property that, at the time 
of admission, is controlled by the United States under permission from 
the Territory may be set aside by Congress or by Executive order 
within 5 years from the date of admission and that, if this is done, 
these lands and property shall be the property of the United States. 
Subsection (e) provides that each Federal agency having control of 
land or property retained under subsections (c) and (d) shall review 
its needs and report to the President within 5 years after admission of 
the new State and that the President shall turn over to the State that 
which is not needed by the Federal Government. , 

The effect of subsection (f) is to create a trust of the public lands 
granted to the State and of any proceeds derived from them, the trust 
to be administered for the support of educational institutions, the 
welfare of native Hawaiians, the development of farm and home owner- 
ship, public improvements, and the provision of land for public use. 
The language employed with respect to educational institutions sup- 
ported in whole or in part from this land grant is the same as that used 
in earlier acts for the admission of States to the Union. It requires 
that the educational institutions remain under public control and be 
not sectarian or denominational. The words used are in the nature 
of a limitation and not a grant and will not interfere with the oper- 
ation of the Federal Constitution. 

Subsection (g) defines the terms “lands and other properties” and 
“public lands and other public ere Subsection (h) repeals 
laws of the United States reserving its right to the free use of property 
which is granted to the State by the act. Subsection (i) makes it 
clear that the Submerged Lands Act and the Outer Continental Shelf 
Lands Act will extend to the new State. 


PROCEDURE FOR ADMITTING THE STATE OF HAWAII INTO THE UNION 


Section 6 and the following section establish the machinery for 
admitting the State of Hawaii into the Union. Section 6 requires 
the President to certify the enactment of this act to the Governor of 
Hawaii. The Governor must issue his proclamation for the election 
of all officers provided for by the State constitution. The officers to 


59001 Res., Vol. 1—S. Rept. 80, 86-1, O-61—2 
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be elected must include two Senators and one Representative in 
Congress. 
occa 7(a) provides details concerning the election mentioned 

above. 

The qualifications of voters and the manner of certifying the results 
of the Mectiane are defined. 

Subsection 7(b) requires that the following three propositions be 
submitted to the voters for adoption or rejection: 


(1) Shall Hawaii immediately be admitted into the Union 
as a State? 

(2) The boundaries of the State of Hawaii shall be as pre- 
scribed in the act of Congress approved 


Date of approval of this act) 
and all claims of this State to any areas of land or sea outside 
the boundaries so prescribed are hereby irrevocably relin- 
quished to the United States. 

(3) All provisions of the act of Congress approved 


Date of 
reserving rights or powers to the United States, 
approval of this act) 


as well as those prescribing the terms or conditions of the 
grants of lands or other property therein made to the State 
of Hawaii, are consented to fully by said State and its people. 


If the propositions are adopted by the people the State constitution 
will be deemed amended. to include each of such propositions. If the 
two propositions are not adopted by a majority of the voters the act 
shall “cease to be effective.” 

The act does not designate a date for the election at which such 
propositions must be submitted to the people; however, the pro 
new State cannot be admitted into the Union unless and until the 
election has been held and both propositions adopted. 

Subsection 7(c) provides that upon the finding by the President 
that the propositions previously mentioned have been duly adopted, 
and upon certification of the returns of the election described in section 
7 of the act, the President shall issue his proclamation announcing 
the results of the election and the State of Hawaii shall thereupon be 
deemed admitted into the Union. 

The subsection also provides that Territorial officers, including the 
Delegate in Congress, shall continue in their offices until the new State 
is admitted. Upon the President’s proclamation the officers newly 
elected will .- ume their duties under the authority of the State. 
When the election of the Senators and Representatives in Congress 
has been duly certified those officers will be entitled to be seated in 
Congress. 

Section & provides that the new State shall be entitled to one 
Representatives in Congress until the time of the next apportionment. 
Such Representative will cause a temporary increase in the overall 
membership of the House of Representatives; however, the act shall 
neither imerease nor decrease the permanent membership nor affect 
the basis of apportionment in the House of Representatives. 


THE JUDICIAL SYSTEM 


Section 9 provides for the establishment of a U.S. district court with 
powers derived from article III, section 1, of the Constitution of the 
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United States. The existing U.S. District Court for the District of 
Hawaii, which is hereinafter referred to as the ‘“Territorial court,” 
is converted into a constitutional court by changing the source of judi- 
cial authority, terminating the powers of Territorial court judges, 
and io I two judges for the new court. 

By existing law, the judges now sitting in the Territorial court are 
epee for terms of 6 years. 

ubsection 9(b) vepeile the provision of the Judicial Code estab- 
lishing eligibility for judges of the Territorial court. 

Subsection 9(c) repeals the statutory direction that judges of the 
Territorial sanedhel hold office for a term of 6 years. 

Therefore, the judges of the Territorial court now hold office pur- 
suant to statutory authority which statutory authority is repealed b 
this act; and the judges in office when the act takes effect are removed. 

Section 10 removes the Territorial court in Hawaii from the purview 
of a provision of existing law which defines the term “court of the 
United States.” The effect of the section is to place the new Federal 
court in Hawaii in the same status as other Federal district courts in 
the United States. 

Section 11 makes a number of technical changes in the Judicial 
Code. The changes are as follows, all of which serve to place the 
State of Hawaii in equal status with other States: 

(a) Repeals a provision of existing law setting special eligibility 
requirements for U.S. attorneys for the District of Hawaii; 

(6) Deletes a provision of existing law which requires a different 
term of office for U.S. attorneys in Hewaii than for U.S. attorneys 
elsewhere; 

(c) Deletes a provision of existing law which requires a different 
term of office for U.S. marshals in Hawaii than for U.S. marshals 
elsewhere; and 

(d) Repeals a provision of existing law setting special eligibility 
requirements for U.S. marshals for the district of Hawaii. 

Section 12 provides for the continuity of legal actions notwith- 
standing the admission of the State of Hawaii into the Union and 
defines the successor courts according to the nature of pending matters. 
It should be noted that there are now in existence in Hawaii two 
separate court systems, one of which handles Federal matters while 
the other handles Territorial matters. Therefore, the legal business 
can be continued in the succeeding courts without the necessity of 
dividing and transferring business which is now handled by a particular 
court. In short, the courts established on admission of the State into 
the Union are parallel in function to the existing courts. 

Section 13 insures that rights of appeal will not be disturbed by 
admission of the State into the Union. 

Section 14 makes a number of changes in the Judicial Code. The 
effect of the changes, all of which serve to place the State of Hawaii 
in equal status with other States, is as follows: 

(a) Removes a provision which now gives litigants in any court 
of record of Hawaii certain rights of direct appeal to the Supreme 
Court of the United States; 

(b) Removes the Territorial Supreme Court of Hawaii from 
the purview of a special provision of existing law allowing appeals 
2 certain cases to the U.S. Court of Appeals for the Ninth 

ircuit; 
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(c) Repeals a provision of existing law which makes special 
— for appeals from the Territorial Supreme Court of 
awaii; 

(d) Excludes the Territorial court from a provision authorizing 
pensions to judges in Territories and possessions, but saves the 
rights of judges which may have accrued under the provision; 

(e) Repeals provisions of existing law setting salaries for the 
Governor, secretary, and judges of the Territory of Hawaii; 

(f) Repeals a provision of law which applies to the Territorial 
courts of Hawaii the usual rules on removal of lawsuits; 

(g) Removes the Territorial supreme court from the purview 
of a provision of existing law relating to promulgation of rules of 
criminal procedure; 

(h) Removes the Territorial supreme court from the purview 
of a provision of existing law relating to promulgation of rules 
on procedure after a verdict in criminal cases; 

(zt) Includes Palmyra Island within the Hawaii Federal judicial 
district; and 

(j) Extends the civil and criminal jurisdiction of the new US. 
District Court for the District of Hawaii to Palmyra Island. 

Subsections 14(i) and 14 (j) do not and are not intended to include 
Palmyra Island within the State of Hawaii. The amendments only 
provide a Federal forum for the island. 

Section 15 directs that all Territorial laws and all United States 
laws will continue in effect for a period in any event not to exceed 2 
years after the admission of the State of Hawaii to the Union, except 
= they are changed by the act or may properly be changed by State 
aw. 

The term “Territorial laws” is defined by a clarifying amendment 
to include laws of the United States which are canatedt solely under 
the authority of the United States to provide for the government of 
Hawaii prior to statehood. 


JURISDICTION OVER CERTAIN 





EXISTING FEDERAL RESERVATIONS 


Section 16, subsection (a), retains exclusive jurisdiction in the 
United States over Hawaii National Park, subject to the right of the 
State to serve process and impose taxes on persons and private prop- 
erty within the park and to the exercise of voting rights by residents 
within the park. Subsection (b) reserves to Congress the right to 
exercise its power of exclusive legislation over lands which, immedi- 
ately prior to admission of Hawaii into the Union are owned or con- 
trolle bY the United States and held for defense or Coast Guard pur- 

oses. The State is authorized, however, to serve process on these 
ands and, until Congress acts to exercise its reserved power, to exer- 
cise all of its other usual functions in the area. The Federal power of 
exclusive legislation expires when the area ceases to be used for defense 
or Coast Guard purposes. Notwithstanding other provisions of this 
subsection, the United States will have sole and exclusive jurisdiction 
over any military installations that are determined to be critical areas 
by the President or the Secretary of Defense. The term ‘defense 
purposes” is used in the bill to cover military, naval, and Air Force 
purposes. 


























STATEHOOD FOR HAWAII 21 


MISCELLANEOUS PROVISIONS 


Section 17 includes the State of Hawaii within the Federal Reserve 
System. 

NSection 18 concerns maritime matters. Subsection (a) continues 
the present jurisdiction of the Federal Maritime Board over water 
transportation to and from the State of Hawaii. Subsection (b) 
makes three minor changes in the Merchant Marine Act. That act 
rovides that ships which receive operating or construction subsidies 
Sent the United States may call at island territories on voyages in 
foreign trede. Under the existing law such ships do call at Hawaii 
and it is intended that such calls may continue without prejudice to 
the carriers’ subsidies. 

Section 19 provides that the act shall not affect the nationality of 
——— 

tion 20 makes minor changes in the Immigration and Nationality 
Act to conform it to the new status of Hawaii. Subsection (a) deletes 
a specific reference to the territory from the definition of ‘‘State” in 
the Immigration and Nationality Act; subsection (b) removes Hawaii 
from the coverage of a section of the act which presently includes 
Hawaii as one of the Territories to which are applied certain standards 
for denying aliens the privilege of admission into the remainder of the 

United States; subsection (c) deletes from a section of the act con- 
ferring jurisdiction over naturalization proceedings the present ref- 
erence to the territorial court. Subsection (d) provides that nothing 
contained in the Hawaii Admission Act shall affect a provision of the 
Immigration and Nationality Act declaring that persons born in 
Hawaii in 1898 or later and persons who were citizens of Hawaii in 
1898 are citizens of the United States. 

Section 21 modifies section 3(b) of the act of September 7, 1957, 
which deals with guaranteeing of loans for air feeder lines and similar 
matters, by substituting “State of Hawaii’’ for ‘Territory of Hawaii.”’ 

Section 22 is a standard separability provision declaring that a 
determination that any portion of the act or its application in any 
particular circumstance is invalid shall not affect the remaining 
portions of the act or its applications in other circumstances. 

Section 23 is a standard provision repealing all acts in conflict with 
the present act. 

Executive Agency Reports 





5. 50 was submitted to all of the executive agencies concerned with 
statehood for Hawaii. All have reported on the measure favorably. 
Their reports are set forth below: 


U.S. DeparRTMENT OF JUSTICE, 
Orrice or THE Deputy AtTtorNEY GENERAL, 
Washington, D.C., February 4, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear Senator: In your letter of January 14, 1959, to the Attorney 
General you request to be advised whether or not this Department 
has in its possession evidence that would substantiate allegations 
“that Communist power and influence in Hawaii is such that the 
Senators and Congressmen (elected there) necessarily would be subject 
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to Communist influence.” Your letter of January 19, 1959, to the 
Attorney General also relates to the same problem. 

Information in our possession would not substantiate the allegation 
that Senators or Congressmen elected in Hawaii would be subject to 
such influence. Moreover, you will recall that in my letter to you of 
July 9, 1958, concerning statehood for Hawaii, I stated that the 
Department’s position in support of statehood was firm and unequivo- 
cal. Our position remains unchanged. 

“The comments you requested concerning the provisions of your 
bill for statehood for Hawaii are in the process of preparation and will 
be forwarded to you upon their completion. 

Sincerely yours, 
LAWRENCE E. Wats#, 
Deputy Attorney General. 


U.S. DepaRrTMENT oF JUSTICE, 
Orrice or THE Deputy ATTORNEY GENERAL, 
Washington, D.C., July 9, 1958. 
Hon. James E. Murray, 
U.S. Senate, Washington, D.C: 

Dear Senator: Yesterday the Department received word that 
you were under the impression that your letter of January 13 addressed 
to the Attorney General had not been answered. 1 am writing be- 
cause I am afraid that your files may not show that in response to 
your letter, Mr. J. Walter Yeagley of this Department did communi- 
cate with Mr. Stewart French, counsel to the Committee on Interior 
and Insular Affairs, as your letter requested. As Mr. French further 
confirmed yesterday, it was our understanding that we had given you 
all the information you required. 

The Department’s position in support of Hawaiian statehood is, of 
course, firm and unequivocal. It is expressly set forth in Mr. Roger’s 
letter to you, dated April 8, 1957. In that letter Mr. Rogers wrote: 

“The Department of Justice favors the enactment of legislation to 
a statehood to Hawaii as recommended by the President in his 

udget message for the fiscal year ending June 30, 1958. * * *” 


Insofar as claims with respect to communism are concerned, the 
matter was discussed by Mr. Rogers in a letter to Senator Jackson, 
dated March 28, 1957, which was specifically called to Mr. French’s 
attention by Mr. Yeagley last February. 

Sincerely yours, 


LAWRENCE E. WALSH, 


Deputy Attorney General. 


U.S. DeparTMENT OF JUSTICE, 
Washington, D.C., March 28, 1957. 
Hon. Henry M. Jackson, 
U.S. Senate, Washington, D.C. 


Dear Senator: This refers to your letter of January 17, 1957, in 
which you requested the views of the Department of Justice with 
respect to the legislation proposing statehood for Alaska and Hawaii 
and in which you set forth certain specific questions ee to the 
subject of communism in Hawaii, and to your subsequent letter of 
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March 13, 1957, in which you request the testimony of an official of 
the Department with respect to the subject of communism in Hawaii. 

The number of Communist Party members in Hawaii is not large. 
On January 13, 1954, the Attorney General advised Senator a 
Butler of your committee that the number of known members of the 
Communist Party appeared to be fewer at that time than in 1950. 
Since then there has been no significant change in the number of 
party members. 

As you know, of course, the threat of Communist subversion can 
never be judged solely by actual numerical strength of the Com- 
munist a It is rare in the history of the world that Communists 
have ever obtained power on influence through the electoral process. 
The serious threat of communism in Hawaii, as elsewhere in this 
country, is through infiltration into those fields of activity which 
have an important bearing upon the political and economic life of the 
Nation and the States. Consideration must be given to the extent of 
influence and control Communists, Communist sympathizers and 
their associates may be able to exert particularly through the Inter- 
national Longshoremen’s and Warehousemen’s Union in the islands. 
I would think that members of the Senate Internal Security Sub- 
committee of the Senate Judiciary Committee who were recently in 
Hawaii investigating these matters from November 30 to December 6, 
1956, could furnish you with very helpful information along these 
lines. You will recall, of course, that the ILWU was expelled in 
May of 1950 from the Congress of Industrial anizations on the 
round that the ILWU consistently followed the policies of the 

ommunist Party. 

In considering the question of statehood for Hawaii I can readily 
appreciate your desire to study the present extent of Communist 
influence and control as well as the possible effect in the future the 
granting of statehood might have upon the Communist threat in the 
islands. In this regard the principal Federal laws dealing with 
internal security matters which have been telling legal weapons 
against Communist infiltration are our criminal laws relating to 
espionage, sabotage, treason, the Smith Act, and such laws as the 
Internal Security Act of 1950 and the Communist Control Act of 
1954. These statutes apply with equal force to the Territories as 
they do to the respective States and would be as useful in the event 
Hawaii were to become a State as they are under the present Territorial 
arrangement. For example, Jack Hall, leader of the ILWU in the 
islands, and 6 other Communists were convieted in June of 1953 
for violation of the same Smith Act as was used to convict the 11 
top leaders of the Communist Party of the U.S.A. in Judge Medina’s 
court in New York in 1949. The seven convicted in Hawaii are 
presently out on bond pending the outcome of their appeal to the 
ninth circuit. I will be glad to. make available for the inspection 
of your committee a copy of the transcript of the testimony in that 
case. 

In your January 17 letter you specifically asked whether recent 
events such as refusal of certain persons to testify before the Senate 
Internal Security Committee have been of significant value in weak- 
ening the strength of communism in Hawaii. The exposure of 
Communist activities in Hawaii by that committee was undoubtedly 
most helpful but we cannot, of course, measure exactly the extent to 
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which Communist influence in the islands may have been lessened 
by those hearings. 

I trust the beieciae will be of assistance to your committee. 
Inasmuch as the present and future investigative programs of this 
Department might be jeopardized by disclosure of information 
obtained from confidential sources and in view of the impropriety of 
a departmental official commenting on pending matters whether 
under investigation, in the course of trial, or on appeal, I believe that 
there is little that could be added to the foregoing through testimony 
nee official of this Department. I will be happy to talk to you 
about this matter at your convenience. 

Best eens regards. 

incerely, 
Wuuiam P. Rogers, 
Deputy Attorney General. 


U.S. DEPARTMENT OF THE INTERIOR, 
Orrice OF THE SECRETARY, 


Washington, D.C., February 4, 1959. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear Senator Murray: This will reply to your request for the 
views of this Department on S. 50, providing for the admission of the 
Territory of Hawaii into the Union. 

We urge the enactment of Hawaii admission legislation. We shall 
be pad to assist the committee in any way it may desire in connection 
wit 


the technical language of the bill. 

Now that the admission of Alaska as a State in the Union is a fact, 
we believe that the prompt admission of Hawaii, our only remaining 
incorporated Territory, will represent a timely addition to this 
Nation’s complement of States. Furthermore, the admission of 
Hawaii will fulfill a solemn obligation on the part of the United 
States to the people of Hawaii—first expressed in the treaty of 
annexation in 1898. 

The bill provides for the admission of Hawaii into the Union as a 
State, and prescribes the procedure to be followed for that purpose. 
It properly recognizes the actions already taken by the government 
po the people of the Territory to form and adopt a State constitution, 
and ratifies those actions. 

With the admission into the Union of Alaska, many of the objec- 
tions formerly argued against the admission of Hawaii are no oF 
applicable. The opposition to admission of noncontiguous areas, for 
example, is obviously outdated. In fact, Hawaii is in every way as 
well-qualified for statehood as is Alaska. 

Hawaii is truly American in every aspect of its life. Its people 
have been citizens of the United States since 1900; they have no 
other loyalty. They have lived under the same laws, paid the same 
same taxes, and enjoyed the same constitutional guarantees as other 
Americans for over half a century. The Americanism of the people 
of Hawaii goes beyond mere legal conformity. Hawaii is: perv: 
by American ideals and practices in its civic organizations and private 
charities, in its educational system and its athletics, in its press and 
radio, and in its way of living generally. 
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While a substantial proportion of Hawaii’s people are of racial 
extractions originating in a distant continent, we believe there are 
no finer patriots in the Nation—as was proved by the kind of service 
give: by Hawaii’s sons during World War II and the Korean conflict. 

Hawaii has also met ea test of fitness for statehood. 
The civilian population of Hawaii for 1958 was estimated by the 
Census Bureau to be 578,000. Although recent figures on military 
population cannot be revealed for security reasons, it seems likely that 
the military population in 1958 amounted to about 59,000, the same 
figure as for 1957, thus giving Hawaii a total of 637,000 for 1958. 

Thus, Hawaii’s aie tion exceeds that of the following 6 States: 
New Hampshire, 584,000; Delaware, 454,000; Vermont, 372,000; 
Wyoming, 320,000; Nevada, 267,000; and Alaska, 214,000. 

n recent years Federal internal revenue collections in Hawaii have 
generally exceeded those in 10 of the present States. In fiscal 1958 
such collections in Hawaii amounted to $166,306,000, which were 

eater than the collections in New Hampshire, Vermont, North 
Bakota, South Dakota, Montana, Idaho, Wyoming, New Mexico, 
Nevada, or Alaska. 

The Hawaiian Tax Commissioner has estimated the islands’ gross 
Territorial product for 1958 at the impressive total of $2,109,890,000. 

For many years the people of Hawaii have exercised self-government 
in a manner that demonstrates their firm adherence to the ideals of free 
government. The Hawaiian economy is well developed and pros- 

erous. It can easily ouygent the slight additional expense to the 
awaiian taxpayer that will result from statehood. 

The Territory of Hawaii has repeatedly petitioned for statehood, 
and 8 years ago adopted a State constitution which was ratified over- 
whelmingly by the voters. The constitution evidences a sound and 
mature p of governmental problems. 

President Eisenhower has repeatedly recommended statehood for 
Hawaii. In opening his state of the Union address of January 9, the 
President said: ‘May I voice the hope that before my term of office is 
ended I shall have the opportunity and great satisfaction of seeing the 
50th star in our national flag.’’ And in his budget message to the 
86th Congress, the President stated: “I again recommend that the 
Congress enact legislation to admit Hawaii into the Union as a State, 
and to grant home rule to the District of Columbia. It would be 
unconscionable if either of these actions were delayed any longer.”’ 
_ We appreciate this opportunity to again express our views on this 
important subject. And we stand ready to aid — committee, in 
any manner, to assure early consideration by the Congress of the 

tition of the people of Hawaii for admission of Hawaii into our 

nion. As a matter of simple justice, the prompt admission of 
Hawaii, our last incorporated Territory, should be accomplished as 
soon as ible. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Frep A. Seaton, 
Secretary of the Interior. 
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Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGeET, 
Washington, D.C., February 13, 1959. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


My Dear Mr. Cuarrman: This will reply to your letter of January 
14, 1959, requesting the comments and views of the Bureau of the 
Budget on S. 50, a bill to provide for the admission of the State of 
Hawaii into the Union. 

The President has strongly urged the enactment of legislation to 
admit the Territory of Hawaii into the Union. The President stated 
in his annual budget message transmitted to the Congress on January 
19, 1959, that it would be ‘‘unconscionable’”’ if this action were delayed 
any longer. We believe that Hawaii is fully prepared to assume the 
responsibilities that go with statehood “a should be permitted to 
take its rightful place as an equal member of the Union. 

Section 15 of S. 50 would continue in force and effect all Territorial 
laws in force in the Territory of Hawaii at the time of its admission 
into the Union, except as modified or changed by the Statehood Act 
or the State constitution. Territorial laws would be subject to repeal 
or amendment by the a of the State of Hawaii. Territorial 
laws are defined to include “all laws or parts thereof enacted by the 


Congress the validity of which is dependent solely upon the authority 
of the Congress to provide for the government of Hawaii prior to its 
admission into the Union.’ 

The purpose of the foregoing section is to assure necessary con- 


tinuity of laws until such time as the legislature of the new State can 
enact laws for the control of its internal affairs. The definition of 
‘Territorial laws’’ as including laws enacted by the Congress for the 
government of the Territory may have the result, in some instances, of 
continuing Federal responsibility for the administration of laws regu- 
lating intrastate commerce. hile it may be highly desirable that 
Federal officials continue administration of such Territorial laws for 
a transitional period, considerable confusion might arise if the termi- 
nation of Federal responsibility were left solely to future action by 
the State legislature. We suggest, therefore, that section 15 be 
amended to make clear that such Federal responsibility: will cease 
either on a date specified in the Statehood Act, or on the effective 
date of any law enacted by the State legislature which modifies or 
changes such Territorial law, whichever occurs first. 

The Bureau of the Budget supports the objectives of S. 50, and you 
are hereby advised that the enactment of legislation to provide for the 
admission of the State of Hawaii into the Union would be in accord 
with the program of the President. 

Sincerely yours, 
Puitupr S. Hueues, 
Assistant Director for Legislative Reference. 
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U.S. DEPARTMENT oF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., March 3, 1959. 

Hon. Henry M. Jackson, 

U.S. Senate, Washington, D.C. 


Dear Senator Jackson: We have looked into the history behind 
the provision found in section 5(c) of S. 50, a bill to provide for the 
admission of the State of Hawaii into the Union, which states that the 
“schools and other educational institutions * * * supported out of 
such public trust shall remain forever under the exclusive control of 
said State * * *.”” We have found that S. 49 of the 80th Congress, a 
bill to admit Hawaii to statehood, did not contain such a provision 
when introduced. However, when the House Committee on Interior 
and Insular Affairs reported on that bill, it struck out the entire 
text, and substituted a new text. In its revised form the bill con- 
tained the present language concerning control of the schools, and 
the bills introduced in the various Congresses since that time have 
adopted this provision. The committee report in the 80th Congress 
does not explain the reason for this change. However, it may have 
been made so that the Hawaii bill would conform to other enabling 
acts. 

Language similar to that in section 5(c) of S. 49 providing that the 
schools and other educational institutions shall forever remain under 
the exclusive control of the State has been found in the legislation 
providing for the admission of the last 11 States. There are slight 
variations in the actual words, and in the case of Alaska the provision 
relates to “exclusive control of the State, or its governmental sub- 
djvisions.”’ Substantive differences exist in the case of the Oklahoma 
statute, as pointed out below. Otherwise, the general scope of the 
provision appears to be the same in each of these 11 situations. We 
direct ee attention to the following ee provisions: 

(1) For Alaska, section 6(j) of the act of July 7, 1958 (72 Stat. 339, 
342), which states: 

“The schools and colleges provided for in this Act shall forever 
remain under the exclusive control of the State, or its governmental 
subdivisions, and no part of the proceeds arising from the sale or dis- 
posal of any lands granted herein for educational purposes shall be 
used for the support of any sectarian or denominational school, college, 
or university.” 

(2) For New Mexico and Arizona, section 26 of the act of June 20, 
1910 (36 Stat. 557, 573), which states: 

“That the schools, colleges, and universities provided for in this Act 
shall forever remain under the exclusive control of the said State, and 
no part of the proceeds arising from the sale or disposal of any lands 
granted herein for educational p shall be used for the support 
of any sectarian or eageenaeel school, college, or university.” 

(3) For Oklahoma, section 8 of the act of June 16, 1906 (34 Stat. 
267, 273), which provides in part: 

“Such educational institutions shall remain under the exclusive 
control of said State, and no part of the proceeds arising from the sale 
or disposal of any lands herein granted for educational purposes, or 
the income or rentals thereof, shall be used for the support of any 
religious or sectarian school, college, or university.” 
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This provision in the Oklahoma statute, it will be noted, differs 
somewhat from those in the other statutes cited in that it applies only 
to “‘such institutions.” Apparently this reference is to the institu- 
tions listed earlier in section 8, namely, the University of Oklahoma, 
the normal schools, and the Agricultural and Mechanical College. 
It is not expressly applicable to all the public schools as are the com- 
parable provisions in the other statutes. 

(4) For Utah, section 11 of the act of July 16, 1894 (28 Stat. 107, 
110), which states: 

“'The schools, colleges, and university provided for in this Act shall 
forever remain under the exclusive control of said State, and no part 
of the yeocoats arising from the sale or disposal of any lands herein 
granted for educational purposes, or of the income thereof, shall be 
used for the support of any sectarian or denominational school, college, 
or university.” 

(5) For Wyoming, section 8 of the act of July 10, 1890 (26 Stat. 
222, 223), which states, in part: 

‘The schools, colleges, and universities provided for in this Act 
shall forever remain under the exclusive control of the said State, and 
no part of the proceeds arising from the sale or disposal of any lands 
herein granted for educational purpose shall be used for the support 


of any sectarian or denominational school, college, or university.”’ 


(6) For Idaho, section 8 of the act of July 3, 1890 (26 Stat. 215, 216), 
which includes a sentence identical to that quoted above with respect 
to Wyoming. 

(7) For North Dakota, South Dakota, Montana, and Washington, 
section 14 of the act of February 22, 1889 (25 Stat. 676, 680), which 


states in part: 

“The schools, colleges, and universities provided for in this Act 
shall forever remain under the exclusive control of the said States, 
respectively, and no part of the proceeds arising from the sale or dis- 
posal of any lands herein granted for educational purposes shall be 
used for the support of any sectarian or denominational school, 
college, or university.” 

On the other hand, there is apparently no provision of this type in 
the act of March 3, 1875 (18 Stat. 474), which provided for the is- 
sion of Colorado and which was the last enabling act before those 
cited above. Nor do provisions of this type seem to have been in- 
cluded in any of the earlier enabling acts. 

Sincerely, 
TueoporeE F. Stevens, 
Assistant to the Secretary. 


DEPARTMENT OF THE Navy, 
OFrFicr OF THE SECRETARY, 
Washington, D.C., February 25, 1959. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, U.S. Senate, 
Washington, D.C. 
My Dear Mr. Cuairman: Your request for comment on S. 50, 
a bill to provide for the admission of the State of Hawaii into the 
Union, has been assigned to this Department by the Secretary of 
Defense for the preparation of a report thereon expressing the views 
of the Department of Defense. 
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With a to the military aspects of statehood for Hawaii, this 
bili provides for retention of ownership by the United States in all 
lands held for military purposes. The bill further provides that 
concurrent jurisdiction over such lands is to be vested in the State 
of Hawaii and the United States with the reservation to the Congress 
of the authority, by legislative process, to take exclusive jurisdiction 
on behalf of the United States. These provisions are satisfactory to 
this Department. 

At the present time the military departments are occupying about 
114,000 acres of ceded land under Territorial license. As there is no 

rovision in S. 50 for the continued use of this land without cost, this 
epartment could be deprived of the free use of such land. Following 
the hearings before the House Committee on Interior and Insular 
Affairs, H.R. 4221 was introduced. Section 3(d) of that bill reads: 

“Any public lands or other public property that is conveyed to the 
State of Hawaii by subsection (b) of this section but that, immedi- 
ome prior to the admission of said State into the Union, is controlled 
by the United States pursuant to — license, or permission, written 
or verbal, from the Territory of Hawaii or any department thereof 
may, at any time during the five years following the admission of 
Hawaii into the Union, be set aside by Act of Congress or by Executive 
order of the President, made pursuant to law, for the use of the United 
States, and the lands or property so set aside shall, subject only to 
valid rights then — be the property of the United States.”’ 

This provision of H.R. 4221 would protect the interests of the 
Department of Defense and, at the same time, would permit the nec- 
essary time for the determination of the land needs of the Department 
by providing for a 5-year period in which to withdraw for Federal use 
that land which is being used by the en cones but which 
has not actually been withdrawn on the date on which Hawaii is 
admitted to the Union. It is, therefore, recommended that S. 50 be 
amended to include the above-quoted semen: 

As a technical matter, it is recommended that there be an explicit 
showing in any bill enacted that not only the Subme Land Act 
of 1953, but the Outer Continental Shelf Lands Act will apply 
to the State of Hawaii. 

Additionally, section 16(b) of S. 50 retains jurisdiction in the United 
States over lands controlled or owned by the United States and held for 
defense or Coast Guard purposes (line 20, 2: 20), and provides that 
such jurisdiction shall vest in the United States only so long as the 
particular land involved “is owned”’ a the United States (line 20, 
p. 21). The quoted words should conform with the preceding lan- 
guage and read “is controlled or owned”’. 

If amended in accordance with the foregoing, the needs of the 
services would be adequately safeguarded and the Department of the 
Navy, on behalf of the Department of Defense, would support the 
provisions of S. 50. 

_ This report has been coordinated with the Department of Defense 
in accordance with procedures prescribed by the Secre of Defense. 

The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on S. 50 to the Congress. 

Sincerely yours, 
R. L. Kisses, 
Captain, U.S. Navy, Deputy Chief of Legislative Liaison 
(For the Secretary of the Navy). 
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DEPARTMENT OF AGRICULTURE, 


Washington, D.C. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate. 

Dear Senator Murray: This is in reply to your letter of Janua 
14, 1959, requesting a report on S. 50, a bill to provide for the ad- 
mission of the State of Hawaii into the Union. 

The Department’s overall position on this bill may best be set forth 
by quoting from the President’s state of the Union message, dated 
January 9, 1959: 

“May I voice the hope that before my term of office is ended I 
shall have the opportunity and the great satisfaction of seeing the 
50th star in our national flag.”’ 

We have no comments on the specific language of the bill because 
it does not directly affect this Department. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 


Boarp or GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
Washington, D.C., February 11, 1959. 


Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuarrman: This is in response to your letter of 
January 26, 1959, requesting a report with respect to a bill, S. 50, to 
provide for the admission of the State of Hawaii into the Union. 

The only provisions of this bill that directly affect the Federal 
Reserve System are those contained in section 17 which would amend 
section 2 of the Federal Reserve Act to provide (1) that when the 
State of Hawaii or any State is hereafter admitted to the Union the 
Federal Reserve districts shall be readjusted by the Board of Governors 
so as to include such State, and (2) that national banks in any new 
State shall become members of the Federal Reserve System within 
90 days after admission of such State into the Union. 

These provisions were recommended by the Board of Governors 
for inclusion in both the Alaskan and Hawaiian statehood bills when 
such bills were under consideration by the Congress in previous years. 
The Board hopes, therefore, that these or similar provisions will be 
retained in the present bill. 

As a matter of drafting, it may be noted that the second part of the 
proposed amendment to section 2 of the Federal Reserve Act, regarding 
membership in the Federal Reserve System of national Leuks in & 
new State, is identical with an amendment which was contained in 
the Alaskan Statehood Act approved July 7, 1958, and that, therefore, 
this amendment is no longer necessary. Tt may also be noted that the 
first part of the proposed amendment to section 2 of the Federal 
Reserve Act would have the effect of changing a sentence added to 
the law by the Alaskan Statehood Act, regarding the readjustment 
of Federal Reserve districts to include the State of Alaska, so as to 
refer to “the State of Hawaii or any State’ instead of “the State of 
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Alaska.’’ It would be sufficient, therefore, if the present bill merely 
amended the next to the last sentence of the first paragraph of section 
2 of the Federal Reserve Act to substitute for the words “‘the State of 
Alaska’’ the words ‘“‘the State of Alaska or Hawaii.”’ 

Sincerely yours, 


Wa. McC. Martin, Jr. 


CHANGES IN Existinc Law 







In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, S. 50, as 
reported, are shown as follows (existing law proposed to be repealed is 
enclosed in black brackets, additions to existing law are italicized): 







































Titte 18, Unirep States 


§ 3771. PRocEDURE TO AND INCLUDING VERDICT. 


The Supreme Court of the United States shall have the power to 
prescribe, from time to time, rules of pleading, practice, and pro- 
cedure with respect to any or all proceedings prior to and including 
verdict, or finding of guilty or not guilty by the court if a jury has been 
waived, or plea of guilty, in criminal cases and proceedings to punish 
for criminal contempt of courts in the United States district courts, 
in the district courts for the district of the Canal Zone and the Virgin 
Islands, in the [Supreme Courts of Hawaii and Puerto Rico} Supreme 
Court of Puerto Rico, and in proceedings before United States commis- 
sioners. Such rules shall not take effect until they have been reported 
to Congress by the Chief Justice at or after the beginning of a regular 
session thereof but not later than the first day of May, and until the 
expiration of ninety days after they have been thus reported. All 
laws in conflict with such rules shall be of no further force or effect 
after such rules have taken effect. 

Nothing in this title, anything therein to the contrary notwith- 
standing, shall in any way lirnit, supersede, or repeal any such rules 
heretofore prescribed by the Supreme Court. 


§ 3772. ProceEDURE AFTER VERDICT. 


The Supreme Court of the United States shall have the power to 
prescribe, from time to time, rules of practice and procedure with 
respect to any or all proceedings after verdict, or finding of guilt 
by the court if a jury has been waived, or plea of guilty, in criminal 
cases and proceedings to punish for criminal contempt in the United 
States district courts, in the district courts for the District of the 
Canal Zone, and the Virgin Islands, in the [Supreme Courts of 
Hawaii and Puerto Rico] Supreme Court of Puerto Rico, in the United 
States courts of appeals, in the United States Court of Appeals for 
the District of Columbia, and in the Supreme Court of the United 
States. This section shall not give the Supreme Court power to 
abridge the right of the accused to apply for withdrawal of a plea of 
guilty, if such application be made within ten days after entry of such 
plea, and before sentence is imposed. 

The right of appeal shall continue in those cases in which appeals 
are authorized by law, but the rules made as herein authorized may 
prescribe the times for and manner of taking appeals and applying 
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for writs of certiorari and preparing records and bills of exceptions 
and the conditions on which supersedeas or bail may be allowed. 

The Supreme Court may fix the dates when such rules shall take 
effect and the extent to which they shall apply to proceedings then 
pending, and after they become effective all Ges in conflict therewith 
shall be of no further force. 

Nothing in this title, anything therein to the contrary notwith- 
standing, shall in any way limit, supersede, or repeal any such rules 
heretofore prescribed by the Supreme Court. 





Tirte 28, Untrep Srates CopEe 
§ 91. Hawan. 

Hawaii constitutes one judicial district which includes the Midwa 
Islands, Wake Island, Johnston Island, Sand Island, Kingman Reef, 
Kure Island, Palmyra Island, Baker Island, Howland Island, Jarvis 
Island, Canton Island, and Enderbury Island: Provided, That the 
inclusion of Canton and Enderbury Islands in such judicial district 
shall in no way be construed to be prejudicial to the claims of the 
United Kingdom to said Islands in accordance with the agreement of 
April 6, 1939, between the Governments of the United States and of 
the United Kingdom to set up a regime for their use in common. 

Court shall be held at Honolulu. 


§ 133. APPOINTMENT AND NUMBER OF DISTRICT JUDGES. 


The President shall appoint, by and with the advice and consent of 
pone Senate, district judges for the several judicial districts, as 
follows: 


* * * * * * * 


[Only citizens of the Territory of Hawaii who have resided therein 
for at least three years next ed be eligible for appointment 
as district judges for the district of Hawaii.] 


§ 134. TENURE AND RESIDENCE OF DISTRICT JUDGES. 

(a) The district judges, except in [Hawaii and] Puerto Rico, shall 
hold office during good behavior. The district judges in awail 
and] Puerto Rico shall hold office for terms of [six and] eight years, 
[respectively,] and until their successors are appointed and qualified. 

* - * * ~*~ * * 


§ 373. JUDGES IN TERRITORIES AND POSSESSIONS. 


Any judge of the [United States district courts for the Districts of 
Hawaii or Puerto Rico,] United States District Court for the District of 
Puerto Rico, the United States District Court for the District of the 
Canal Zone, the District Court of Guam or the District Court of the 
Virgin Islands [and any justice of the Supreme Court of the Terri- 
tory of Hawaii] who resigns, retires, or fails of reappointment or 1s 
removed by the President of the United States upon the sole ground 
of mental or physical disability, after attaining the age of seventy 

ears and after serving as judge of one or more of such courts, at 

east sixteen years, continuously or otherwise, shall continue 
receive the salary which he received when he relinquished office. 
¥ * * * 7 ~ * 
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§ 451. DeFINITIONs. 

As used in this title: 

The term “court of the United States’ includes the Supreme Court 
of the United States, courts of appeals, district courts constituted by 
chapter 5 of this title, [including the district courts of the United 
States for the districts of Hawai and Puerto ae including the 
United States District Court for the District of Puerto Rico, the Court 
of Claims, the Court of Customs and Patent Appeals, the Customs 
Court and any court created by Act of Congress the judges of which 
are entitled to hold office during good behavior. 


* * * * * * * 
§ 501. APPOINTMENT OF UNITED STATES ATTORNEYS. 


The President shall appoint, by and with the advice and consent of 
the Senate, a United States attorney for each judicial district. 

[Only citizens of the Territory of Hawaii who have resided therein 
for at least three years next preceding shall be eligible for appointment 
as United States attorney for the district of Hawaii.] 


§ 504. TENURE AND OATH OF OFFICE; REMOVAL. 


(a) The United States attorney for each judicial district shall be 
appointed for a term of four years[[, except in the district of Hawaii, 
where the term shall be six years]. Upon the expiration of his term 
a United States attorney shall continue to perform the duties of his 
office until his successor is appointed and qualifies. 

* * * * * * 


§ 541. APPOINTMENT, RESIDENCE AND TENURE OF MARSHALS 
* x « * « * * 


(c) Each marshal shall be appointed for a term of four years[[, ex- 
cept in the district of Hawaii where the term shall be six years]. 
Upon the expiration of his term a marshal shall continue to perform 
the duties of his office until his successor is appointed and qualifies, 
unless sooner removed by the President. 

[(d) Only citizens of the Territory of Hawaii who have resided 
therein at least three years next preceding shall be eligible for appoint- 
ment as United States marshal for the district of Hawaii.] 


§ 1252. DirecT APPEALS FROM DECISIONS INVALIDATING ACTS OF 
CONGRESS 


Any party may appeal to the Supreme Court from an interlocutory 
or final judgment, decree or order of any court of the United States, 
the United States District Court for the District of the Canal Zone, 
the District Court of Guam and the District Court of the Virgin 
Islands and any court of record of [Hawaii and] Puerto Rico, holding 
an Act of Congress unconstitutional in any civil action, suit, or pro- 
ceeding to which the United States or any of its agencies, or any 
officer or employee thereof, as such officer or employee, is a party. 

* - - * ~ * * 


§ 1293. FINAL DECISIONS OF PUERTO RICO AND HAWAII SUPREME 
COURTS 

The courts of appeals for the [First and Ninth Circuits] First Cir- 

cuit shall have jurisdiction of appeals from all final decisions of the 

[Supreme Courts of Puerto Rico and Hawaii, respectively] Supreme 


59001 Res., Vol. 1—S. Rept. 80, 86-1, O-61—3 
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Court of Puerto Rico, in all cases involving the Constitution, laws or 
treaties of the United States or any authority exercised thereunder, in 
all habeas corpus proceedings, and in all other civil cases where the 
value in controversy exceeds $5,000, exclusive of interest and costs. 
§ 1294. CIRCUITS IN WHICH DECISIONS REVIEWABLE 

Appeals from reviewable decisions of the district and territorial 
courts shall be taken to the courts of appeals as follows: 
. (1) From a district court of the United States to the court of appeals 
for the circuit embracing the district; 

(2) From the United States District Court for the District of the 
Canal Zone, to the Court of Appeals for the Fifth Circuit; 

(3) From the District_Court of the Virgin Islands, to the Court of 
Appeals for the Third Circuit; 

(4) From the Supreme Court of Hawaii, to the Court of Appeals 

for the Ninth Circuit;] 

[(5)] (4) From the Supreme Court of Puerto Rico, to the Court of 
Appeals for the First Circuit. 


(6)] (5) From the District Court of Guam to the Court of Appeals 
for the Ninth Circuit. 





















Act or Aprit 30, 1900 (31 Strat. 159), as AMENDED (48 U.S.C., Szcs. 
645, 536, 539) 


[Sec. 86. The laws of the United States relating to removal of 
causes, appeals, and other matters and proceedings as between the 
courts of the United States and the courts of the several States shall 

overn in such matters and proceedings as between the courts of the 
Tnited States and the courts of the Territory of Hawaii.] 
* « ” * * * * 


[Sec. 92. That the following officers shall receive the following 
annual salaries, to be paid by the United States: The governor, the 
basic compensation shall be at the rate of $19,000 per annum;the 
secretary of the Territory, $5,400. The governor shall receive 
annually from the United States, in addition to his salary, (1) the 
sum of $1,000 for stationery, postage, and incidentals, and (2) his 
traveling expenses while absent from the capital on official business. 
The governor is authorized to employ a private secretary who shall 
receive an annual salary of $3,000, to be paid by the United States.] 












FEDERAL Reserve Act (38 Srat. 251), as AMENDED BY THE AcT OF 
JULY 7, 1958, Sec. 19 (72 Srar. 339, 350) 


Src. 2. As soon as practicable, the Secretary of the Treasury, the 
Secretary of Agriculture and the Comptroller of the Currency, acting 
as ‘The Reserve Bank Organization Committee,” shall designate not 
less than eight nor more than twelve cities to be known as Federal 
Reserve cities, and shall divide the continental United States, exclud- 
ing Alaska, into districts, each district to contain only one of such 
Federal Reserve cities. The determination of said organization com- 
mittee shall not be subject to review except by the Board of Governors 
of the Federal Reserve System when organized: Provided, That the 
districts shall be apportioned with due regard to the convenience and 
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customary course of business and shall not necessarily be coterminous 
with any State or States. The districts thus created may be read- 
justed and new districts may from time to time be created by the 
Board of Governors of the Federal Reserve System, not to exceed 
twelve in all. Such districts shall be known as Federal Reserve <is- 
tricts and may be designated by number. When the State of Alaska or 
Hawaii is hereafter admitted to the Union the Federal Reserve districts 
shall be readjusted by the Board of Governors of the Federal Reserve 
System in such manner as to include such State. Every national bank 
in any State shall, upon commencing business or within ninety days 
aiter admission into the Union of the State in which it is located, 
become a member bank of the Federal Reserve System by subscribing 
and paying for stock in the Federal Reserve bank of its district in 
accordance with the provisions of this Act and shall thereupon be an 
insured bank under the Federal Deposit Insurance Act, and failure 
to do so shall subject such bank to the penalty provided by the sixth 
paragraph of this section. 


Act or May 29, 1928 (45 Stat. 997), as AmenpeD (48 U.S.C. 634a) 





[The following salaries shall be paid to the several judges herein- 
after mentioned, namely: 

[To the chief justice of the Supreme Court of the Territory of 
Hawaii, $12,250 per year, and to each of the associate justices thereof 
the sum of $11,900 per year. 

{To each of the judges of the circuit courts of the Territory of 
Hawaii the sum of $9,375. 

[All of said salaries shall be paid in equal monthly installments.] 


Mercuant Marine Act, 1936 (49 Srar. 1999), as AMENDED (46 
U.S.C., Secs. 1156, 1175, 1204) 


Sec. 506. Every owner of a vessel for which a construction-differ- 
ential subsidy has been paid shall agree that the vessel shall be operated 
exclusively in foreign trade, or on a round-the-world voyage, or on a 
round voyage from the west coast of the United States to a European 
port or ports which includes intercoastal ports of the United States, 
or around voyage from the Atlantic coast of the United States to the 
Orient which includes intercoastal parts of the United States, or on a 
voyage in foreign trade on which the vessel may stop at the State of 
Hawaii, or an island possession or island territory of the United 
States, and that if the vessel is operated in the domestic trade on any 
of the above-enumerated services, he will pay annually to the Secre- 
tary that proportion of one-twentieth of the construction-differential 
subsidy paid for such vessel as the gross revenue derived from the 
domestic trade bears to the gross revenue derived from the entire 
voyages completed during the preeeding year. * * * 

* + * + ” * * 

Sec. 605. (a) No operating-differential subsidy shall be paid for the 
operation of any vessel on a voyage on which it engages in coastwise 
or intercoastal trade: Provided, however, That such subsidy may be 
paid on a round-the-world voyage or a round voyage from the west 
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coast of the United States to a European port or ports or a round voy- 
age from the Atlantic coast to the Orient which includes intercoastal 
ports of the United States or a voyage in foreign trade on which the 
vessel may stop at the State of Hawaii, or an island possession or island 
territory of the United States, and if the subsidized vessel earns any 
gross revenue on the carriage of mail, passengers, or cargo by reason of 
such coastal or intercoastal trade the subsidy payment for the entire 
voyage shall be reduced by an amount which bears the same ratio to 
‘the subsidy otherwise payable as such gross revenue bears to the gross 
revenue derived from the entire voyage. No vessel operating on the 
Great Lakes or on the inland waterways of the United States shall be 
Tr for the purposes of this chapter to be operating in foreign 
trade. 
* * + + + + + 


Sec. 714. * * * 

Such charter shall provide for operation of the vessel exclusively in 
foreign trade, or on a round-the-world voyage, or on a round voyage 
from the west coast of the United States to a European port or ports 
which includes intercoastal ports of the United States, or a round 
voyage from the Atlantic coast of the United States to the Orient 
which includes intercoastal ports of the United States, or on a voyage 
in foreign trade on which the vessel may stop at the State of Hawaii, 
or an island possession or island Territory of the United States, and 
if the vessel is operated in the domestic trade on any of the above- 
enumerated services the charterer will pay annually to the Secretary 
that proportion of one-twentieth of the difference between the domes- 
tic and foreign cost of such vessel as the gross revenue derived from 
the domestic trade bears to the gross revenue derived from the entire 
voyages completed during the preceding year. 


Act oF JuNE 15, 1950 (64 Strat. 217; 48 U.S.C., Sec. 644a) 


The jurisdiction of the United States District Court for the Dis- 
trict of Hawaii is hereby extended to all civil and criminal cases aris- 
ing on or within the Midway Island, Wake Island, Johnston Island, 
Sand Island, Kingman Reef, Kure Island, Palmyra Island, Baker 
Island, Howland Island, Jarvis Island, and, having regard to the 
special status of Canton and Enderbury Islands pursuant to an agree- 
ment of April 6, 1939, between the Governments of the United States 
and of the United Kingdom to set up a regime for their use in common, 
the said jurisdiction is also extended to all civil and criminal cases 
arising on or within Canton Island and Enderbury Island: Provided, 
That such extension to Canton and Enderbury Islands shall in no way 
be construed to be prejudicial to the claims of the United Kingdom to 
said islands in accordance with the agreement. All civil acts and 
deeds consummated and taking place on any of these islands or in 
the waters adjacent thereto, and all offenses and crimes committed 
thereon, or on or in the waters adjacent thereto, shall be deemed to 
have been consummated or committed on the high seas on board & 
merchant vessel or other vessel belonging to the United States and 
shall be adjudicated and determined or adjudged and punished ac- 
cording to the laws of the United States relating to such civil acts or 
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offenses on such ships or vessels on the high seas, which laws for the 
purpose aforesaid are extended over such islands, rocks, and keys. 

he laws of the United States relating to juries and jury trials shall 
be applicable to the trial of such cases before said district court. 


IMMIGRATION AND NaTIONALITY Act (66 Stat. 163; 8 U.S.C. Cu. 12) 


Section 101. (a) As used in this Act— 
* ” - * + a - 
(36) The term ‘‘State” includes (except as used in section 310(a) 
of title III) [Hawaii,] the District of Columbia, Puerto Rico, Guam, 
and the Virgin Islands of the United States. 


* « 


Sec. 212. 


(7) The provisions of subsection (a) of this section, except para- 
praphe (20), (21), and (26), shall be applicable to any alien who shall 
eave [Hawaii,] Guam, Puerto Rico, or the Virgin Islands of the 
United States, and who seeks to enter the continental United States 
or any other place under the jurisdiction of the United States[[: Pro- 
vided, That persons who were admitted to Hawaii under the last 
sentence of section 8(a)(1) of the Act of March 24, 1934, as amended 


(48 Stat. 456), and aliens who were admitted to Hawaii as nationals 
of the United States shall not be excepted by this paragraph from the 
application of paragraphs (20) and (21) of subsection (a) of this 
section, unless they belong to a class declared to be nonquota immi- 
grants under the provisions of section 101(a)(27) of this Act, other 
than subparagraph (C) thereof, or unless they were admitted to 
Hawaii with an immigration visa]. * * * 
* 7” * ~ + * * 


Sec. 310. (a) Exclusive jurisdiction to naturalize persons as citizens 
of the United States is hereby conferred upon the following specified 
courts: District courts of the United States now existing, or which 
may hereafter be established by Congress in any State, District Court 
of the United States [for the Territory of Hawaii, and] for the 
District of Columbia and for Puerto Rico, the District Court of the 
Virgin Islands of the United States, and the District Court of Guam; 
also all courts of record in any State or Territory now existing, or 
which may hereafter be created, having a seal, a clerk, and jurisdiction 
in actions at law or equity, or law and equity, in which the amount 
in controversy is unlimited. * * * 





38 STATEHOOD FOR HAWAII 


Act or SepreMBerR 7, 1957 (71 Stat. 629) 


Sec. 3. The Board is hereby authorized to guarantee any lender 
against loss of principal or interest on any sisants purchase loan made 
by such lender to any air carrier holding a certificate of public con- 
venience and necessity issued by the Board (a) designated therein to 
be for local or feeder air service, or (b) providing for operations wholly 
within the ee State of Hawaii, or (c) providing for operations 
(the major portion of which are conducted either within Alaska or 
between Alaska and the United States) within the Territory of Alaska 
(including service between Alaska and the United States, and between 
Alaska and adjacent Canadian territory), or (d) providing for opera- 
tions within the Commonwealth of Puerto Rico (including service to 
the Virgin Islands and the Dominican Republic), or (e) providing for 
operations between Florida and the British West Indies (including 
service to Cuba), or (f) for the purpose of authorizing metropolitan 
helicopter service. Such guaranty shall be made in such form, on 
such terms and conditions, and pursuant to such regulations, as the 
Board deems necessary and which are not inconsistent with the pro- 
visions of this Act. 





APPENDIX 


APPENDIX A 
THE CONSTITUTION OF THE STATE OF HAWAII 


PREAMBLE 


We, the people of the State of Hawaii, grateful for Divine Guidance, and mindful 
of our Hawaiian heritage, reaffirm our belief in a government of the people, by the 
people and for the people, and with an understanding heart toward all the peoples 
of the earth, do hereby ordain and establish this constitution for the State of Hawaii. 


FEDERAL CONSTITUTION ADOPTED 


The Constitution of the United States of America is adopted on behalf of the 
people of the State of Hawaii. 


ARTICLE I 
BILL OF RIGHTS 


Political Power SecTion 1. All political power of this State is inherent in 
the people; and the responsibility for the exercise thereof rests 
with the people. All government is founded on this authority. 


Rights of Man Section 2. All persons are free by nature and are equal 
in their inherent and inalienable rights. Among these rights 
arc the enjoyment of life, liberty and the pursuit of happiness, 
and the acquiring and possessing of property. These rights 
cannot endure unless the people recognize their corresponding 
obligations and responsibilities. 


Section 3. No law shall be enacted respecting an establish- 
ment of religion or prohibiting the free exercise thereof, or 
abridging the freedom of speech or of the press, or the right of 
the people peaceably to assemble and to petition the government 
for a redress of grievances. 


Section 4. No person shall be deprived of life, liberty 
or property without due process of law, nor be denied the equal 
Protection protection of the laws, nor be denied the enjoyment of his civil 
rights or be discriminated against in the exercise thereof because 
of race, religion, sex or ancestry. 


Searches and Section 5. The right of the people to be secure in their 

Seizures persons, houses, papers and effects, against unreasonable searches 
and seizures, shall not be violated; and no warrants shall issue, 
but upon probable cause, supported by oath or affirmation, and 
particularly describing the place to be searched and the persons 
or things to be seized. 
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Section 6. No citizen shall be disfranchised, or deprived 
of any of the rights or privileges secured to other citizens, unless 
by the law of the land. 


Section 7. No citizen shall be denied enlistment in any 
military organization of this State nor be segregated therein 
because of race, religious principles or ancestry. 


Section 8. No person shall be held to answer for a capital 
or otherwise infamous crime, unless on a presentment or indict- 
ment of a grand jury, except in cases arising in the armed forces 
when in actual service in time of war or public danger; nor 
shall any person be ‘subject for the same offense to be twice put 
in jeopardy; nor shall any person be compelled in any criminal 
case to be a witness against himself. 


Section 9. Excessive bail shall not be required, not 


excessive fines imposed, nor cruel or unusual punishments 
inflicted. 


Section 10. In suits at common law where the value in 
controversy shall exceed one hundred dollars, the right of trial 
by jury shall be preserved. The legislature may provide for a 
verdict by not less than three-fourths of the members of the jury. 


Section 11. In all criminal prosecutions, the accused shall 
enjoy the right to a speedy and public trial, by an impartial jury 
of the district wherein the crime shall have been committed, 
which district shall have been previously ascertained by law, 
or of such other district to which the prosecution may be removed 
with the consent of the accused; to be informed of the nature 
and cause of the accusation; to be confronted with the witnesses 
against him; to have compulsory process for obtaining witnesses 
in his favor ; and to have the assistance of counsel for his defense. 


Section 12. No person shall be disqualified to serve as a 
juror because of sex. 


Section 13. The privilege of the writ of habeas corpus 
shall not be suspended, unless when in cases of rebellion or 
invasion the public safety may require it. 

The power of suspending the privilege of the writ of habeas 
corpus, and the laws or the execution thereof, shall never be 
exercised except by the legislature, or by authority derived from 
it to be exercised in such particular cases only as the legislature 
shall expressly prescribe. 


Section 14. The military shall be held in strict subordina- 
tion to the civil power. 


Section 15. A well regulated militia being necessary to 
the security of a free state, the right of the people to keep and 
bear arms shall not be infringed. 





STATEHOOD FOR HAWAII 41 


Section 16. No soldier or member of the militia shall, 
in time of peace, be quartered in any house, without the consent 


of the owner or occupant, nor in time of war, except in a manner 
prescribed by law. 


Section 17. There shall be no imprisonment for debt. 


Section 18. Private property shall not be taken for public 
use without just compensation. 


Section 19. The power of the State to act in the general 
welfare shall never be impaired by the making of any irrevocable 
grant of special privileges or immunities. . 


Section 20. The enumeration of rights and privileges shall 
not be construed to impair or deny others retained by the people. 


ARTICLE Il 
SUFFRAGE AND ELECTIONS 


Section 1. Every citizen of the United States, who shall 
have attained the age of twenty years, have been a resident of 
this State not less than one year next preceding the election 
and be a voter registered in accordarice with law, shall be 
qualified to vote in any state or local election. No person shall 
be qualified to vote unless he is also able, except for physical 
disability, to speak, read and write the English or Hawaiian 
language. 


Section 2. No person who is non compos mentis and no 
person convicted of felony, unless pardoned and restored to his 
civil rights, shall be qualified to vote. 


Section 3. No person shall be deemed to have gained or 
lost residence simply because of his presence or absence while 
employed in the service of the United States, or while engaged 
in navigation or while a student at any institution of learning. 


Section 4. The legislature shall provide for the registra- 
tion of voters and for absentee voting; and shall prescribe the 
method of voting at all elections. Secrecy of voting shall be 
preserved. 


Section 5. General elections shall be held on the first 
Tuesday after the first Monday in November in all even- 
numbered years. Special elections may be held in accordance 
with law. Contested elections shall be determined by a court 
of competent jurisdiction in such manner as shall be provided 
by law. 
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ARTICLE Ill 
THE LEGISLATURE 


Section 1. The legislative power of the State shall be 
vested in a legislature, which shall consist of two houses, a 
senate and a house of representatives. Such power shall extend 
to all rightful subjects of legislation not inconsistent with this 
constitution or the Constitution of the United States. 


Section 2, The senate shall be composed of twenty-five 
members, who shall be elected by the qualified voters of the 
respective senatorial districts. The districts, and the number 
of senators to be elected from each, shall be as follows: 

First senatorial district: that portion of the island of Hawaii 
known as Puna, Hilo and Hamakua, five; 

Second senatorial district: that portion of the island of 
Hawaii known as Kau, Kona and Kohala, two; 

Third senatorial district: the islands of Maui, Molokai, 
Lanai and Kahoolawe, five; 

Fourth senatorial district: that portion of the island of Oahu 
lying east and south of Nuuanu Street and Pali Road and the 
upper ridge of the Koolau Range from the Nuuanu Pali to 
Makapuu Point and all other islands not specifically enumerated, 
five ; 

Fifth senatorial district: that portion of the island of Oahu 
lying west and north of the fourth senatorial district, five; and 

Sixth senatorial district: the islands of Kauai and Niihau, 
three. 


Section 3. The house of representatives shall be composed 
of fifty-one members, who shall be elected by the qualified voters 
of the respective representative districts. Until the next reap- 
portionment, the representative districts and the number of 
representatives to be elected from each shall be as set forth in 
the Schedule. 


Section 4. On or before June 1 of the year 1959, and of 
each tenth year thereafter, the governor shall reapportion the 
members of the house of representatives in the following manner: 
The total number of representatives shall first be reapportioned 
among four basic areas, namely, (1) the island of Hawaii, (2) 
the islands of Maui, Molokai, Lanai and Kahoolawe, (3) the 
island of Oahu and all other islands not specifically enumerated, 
and (4) the islands of Kauai and Niihau, on the basis of the 
number of voters registered at the last preceding general election 
in each of such basic areas and computed by the method known 
as the method of equal proportions, no basic area to receive less 
than one member. Upon the determination of the total number 
of representatives to which each basic area is entitled, such total 
shall be reapportioned among the one or more representative 
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districts within each basic area on the basis of the number of 
voters registered at the last preceding general election within 
each of such representative districts and computed by the method 
known as the method of equal proportions, no representative 
district to receive less than one member. Upon any reapportion- 
ment, should the total number of voters registered in any 
representative district be less than one-half of the quotient 
obtained by dividing the total number of voters registered in the 
State by the total number of members to which the house is 
entitled, then, as part of such reapportionment, the basic area 
within which such representative district lies shall be redistricted 
by the governor in such manner that the total number of voters 
registered in each new representative district therein shall be 
more than one-half of such quotient. 


The governor shall thereupon issue a proclamation showing 
the results of such reapportionment, and such reapportionment 
shall be effective for the election of members to such house for 
the next five succeeding legislatures. 


Original jurisdiction is hereby vested in the supreme court 
of the State to be exercised on the application of any registered 
voter, made within thirty days following the date specified above, 
to compel, by mandamus or otherwise, the governor to perform 
the above duty; and made within thirty days following the date 
of such proclamation, to compel, by mandamus or otherwise, the 
correction of any error made in such reapportionment. 


Section 5. The members of the legislature shall be elected 
at general elections. The term of office of members of the house 
of representatives shall be two years beginning with their election 
and ending on the day of the next general election, and the term 
of office of members of the genate shall be four years beginning 
with their election and ending on the day of the second general 
election after their election. 


Section 6. Any vacancy in the legislature shall be filled 
for the unexpired term in such manner as may be prescribed by 
law, or, if no provision be made by law, by appointment by the 
governor for the unexpired term. 


Section 7. No person shall be eligible to serve as a member 
of the senate unless he shall have attained the age of thirty years, 
have been a resident of the State for not less than three years and 
be a qualified voter of the senatorial district from which he seeks 
to be elected. No person shall be eligible to serve as a member 
of the house of representatives unless he shall have attained the 
age of twenty-five years, have been a resident of the State for 
not less than three years and be a qualified voter of the repre- 
sentative district from which he seeks to be elected. 
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Section 8. No member of the legislature shall be held to 
answer before any other tribunal for any statement made or 
action taken in the exercise of his legislative functions; and 
members of the legislature shall, in all cases except felony or 
breach of the peace, be privileged from arrest during their 
attendance at the sessions of their respective houses, and in going 
to and returning from the same. 


Section 9. No member of the legislature shall hold any 
other public office under the State, nor shall he, during the 
term for which he is elected or appointed, be elected or appointed 
to any public office or employment which shall have been 
created, or the emoluments whereof shall have been increased, 
by legislative act during such term. The term “public office”, 
for the purposes of this section, shall not include notaries public, 
reserve police officers or officers of emergency organizations for 
civilian defense or disaster relief. The legislature may prescribe 
further disqualifications. 


Section 10. The members of the legislature shall receive 
such salary and allowances as may be prescribed by law, but 
any increase or decrease in the amount thereof shall not apply to 
the legislature which enacted the same. No salary shall be 
payable when the senate alone is convened in special session, or 
when the legislature convenes in special session pursuant to 
Section 17 of this article. 





Section 11. Regular sessions of the legislature shall be 
held annually. The governor may convene the legislature, or 
the senate alone, in special session. All sessions shall be held 
at the capital of the State. In case the capital shall be unsafe, 
the governor may direct that any session shall be held at some 
other place. Regular sessions in odd numbered years shall be 
known as “general sessions” and regular sessions in even 
numbered years shall be known as “budget sessions’”’. 


At budget sessions the legislature shall be limited to the 
consideration and enactment of the general appropriations bill 
for the succeeding fiscal year and bills to authorize proposed 
capital expenditures, revenue bills necessary therefor, urgency 
measures deemed necessary in the public interest, bills calling 
elections, proposed constitutional amendments and bills to pro 
vide for the expenses of such session and the special session to be 
convened thereafter in accordance with the provisions of Section 
17 of this article. The legislature may also consider and act 
upon matters relating to the impeachment or removal of officers. 
No urgency measure shall be considered unless a statement of 
facts constituting such urgency shall be set forth in one section 
thereof and until such section shall have been first approved by 
each house. The approval of such section and the final passage 
of such measure in each house shall require a two-thirds vote of 
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all the members to which such house is entitled, taken by ayes 
and noes and entered upon its journal. 


Regular sessions shall commence at 10:00 o'clock a. m., on’ 
the third Wednesday in February. General sessions shall be 
limited to a period of sixty days and budget sessions and special 
sessions to a period of thirty days, but the governor may extend 
any session for not more than thirty days. Sundays and holidays 
shall be excluded in computing the number of days of any 
session. 


Section 12. Neither house shall adjourn during any 
session of the legislature for more than three days, or sine die, 
without the consent of the other. 


Section 13. Each house shall be the judge of the elections, 
returns and qualifications of its own members and shall have, 
for misconduct, disorderly behavior or neglect of duty of any 
member, power to punish such member by censure or, upon a 
two-thirds vote of all the members to which such house is 
entitled, by suspension or expulsion of such member. Each 
house shall choose its own officers, determine the rules of its 
proceedings and keep a journal. The ayes and noes of the 
members on any question shall, at the desire of one-fifth of the 
members present, be entered upon the journal. 

Twenty days after a bill has been referred to a committee 
in either house, the same may be recalled from such committee 
by the affirmative vote of one-third of the members to which 
such house is entitled. 


Section 14. A majority of the number of members to 
which each house is entitled shall constitute a quorum of such 
house for the conduct of ordinary business, of which quorum 
a majority vote shall suffice; but the final passage of a bill in 
each house shall require the vote of a majority of all the members 
to which such house is entitled, taken by ayes and noes and 
entered upon its journal. A smaller number than a quorum 
may adjourn from day to day and may compel the attendance 
of absent members in such manner and under such penalties as 
each house may provide. 


Section 15. No law shall be passed except by bill. Each 
law shall embrace but one subject, which shall be expressed in 
its title. The enacting clause of each law shall be, “Be it 
enacted by the legislature of the State of Hawaii.” 


Section 16. No bill shall become law unless it shall pass 
three readings in each house, on separate days. Every bill when 
passed by the house in which it originated, or in which amend- 
ments thereto shall have originated, shall immediately be 
certified by the presiding officer and clerk and sent to the other 
house for consideration. 








Approval or 
Veto 


Reconsideration 
er 
Adjournment 


Procedures 
Upon Veto 


Punishment of 
Non-Members 





STATEHOOD FOR HAWAII 


Section 17. Every bill which shall have passed the legis- 
lature shall be certified by the presiding officers and clerks of 
both houses and shall thereupon be presented to the governor, 
If he approves it, he shall sign it and it shall become law. If 
the governor does not approve such bill, he may return it, with 
his objections to the legislature. He may veto any specific item 
or items in any bill which appropriates money for specific pur- 
poses by striking out or reducing the same; but he shall veto 
other bills, if at all, only as a whole. 

The governor shall have ten days to consider bills presented 
to him ten or more days before the adjournment of the legislature 
sine die, and if any such bill is neither signed nor returned by 
the governor within that time. it shall become law in like 
manner as if he had signed it. 


The governor shall have forty-five days, after the adjourn- 
ment of the legislature sine die, to consider bills presented to 
him less than ten days before such adjournment, or presented 
after adjournment, and any such bill shall become law on the 
forty-fifth day unless the governor by proclamation shall have 
given ten days’ notice to the legislature that he plans to return 
such bill with his objections on that day. The legislature may 
convene at or before noon on the forty-fifth day in special ses- 
sion, without call, for the sole purpose of acting upon any such 
bill returned by the governor. In case the legislature shall fail 
to so convene, such bill shall not become law. Any such bill 
may be amended to meet the governor’s objections and, if so 
amended and passed, only one reading being required in each 
house for such passage, it shall be presented again to the governor, 
but shall become law only if he shall sign it within ten days after 
presentation. 

Sundays and holidays shall be excluded in computing the 
number of days designated in this section. 


Section 18. Upon the receipt of a veto message from the 
governor, each house shall enter the same at large upon its 
journal and proceed to reconsider the. vetoed bill, or the item 
or items vetoed, and again vote upon such bill, or such item or 
items, by ayes and noes, which shall be entered upon its journal. 
If after such reconsideration such bill, or such item or items, 
shall be approved by a two-thirds vote of all members to which 
each house is entitled, the same shall become law. 


Section 19. Each house may punish by fine, or by imprison- 
ment not exceeding thirty days, any person not a member of 
either house who shall be guilty of disrespect of such house by 
any disorderly or contemptuous behavior in its presence or that 
of any committee thereof; or who shall, on account of the 
exercise of any legislative function, threaten harm to the body 
or estate of any of the members of such house; or who shall 
assault, arrest or detain any witness or other person ordered to 
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attend such house, on his way going to or returning therefrom; 
or who shall rescue any person arrested by order of such house. 
Any person charged with such an offense shall be informed 
in writing of the charge made against him, and have an oppor- 
tunity to present evidence and be heard in his own defense. 


Section 20. The governor and lieutenant governor, and 
any appointive officer for whose removal the consent of the 
senate is required, may be removed from office upon conviction 
of impeachment for such causes as may be provided by law. 

The house of representatives shall have the sole power of 
impeachment of the governor and lieutenant governor and the 
senate the sole power to try such impeachments, and no such 
officer shall be convicted without the concurrence of two-thirds 
of the members of the senate. When sitting for that purpose, 
the members of the senate shall be on oath or affirmation and 
the chief justice shall preside. Subject to the provisions of this 
paragraph, the legislature may provide for the manner and 
procedure of removal by impeachment of such officers. 

The legislature shall by law provide for the manner and 
procedure of removal by impeachment of the appointive officers. 

Judgments in cases of impeachment shall not extend beyond 
removal from office and disqualification to hold and enjoy any 
office of honor, trust or profit under the State; but the person 
convicted may nevertheless be liable and subject to indictment, 
trial, judgment and punishment according to law. 


ARTICLE IV 
THE EXECUTIVE 


Section 1. The executive power of the State shall be 
vested in a governor. 

The governor shall be elected by the qualified voters of this 
State at a general election. The person receiving the highest 
number of votes shall be the governor. In case of a tie vote, the 
selection of the governor shall be determined in accordance with 
law. 

The term of office of the governor shall begin at noon on 
the first Monday in December next following his election and 
end at noon on the first Monday in December, four years 
thereafter. 

No person shall be eligible to the office of governor unless 
he shall be a qualified voter, have attained the age of thirty-five 
years and have been a citizen of the United States for twenty 
years and a resident of this State for five years next preceding 
his election. 

The governor shall not hold any other office or employment 
of profit under the State or the United States during his term 
of office. 
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Section 2. There shall be a lieutenant governor, who 
shall have the same qualifications as the governor. He shall be 
elected at the same time, for the same term, and in the same 
manner, as the governor. He shall perform such duties as may 
be prescribed by law. 


Section 3. The compensation of the governor and of the 
lieutenant governor shall be prescribed by law, but shall not be 
less than eighteen thousand dollars, and twelve thousand dollars, 
respectively, per annum. Such compensation shall not be 
increased or diminished for their respective terms, unless by 
general law applying to all salaried officers of the State. When 
the lieutenant governor succeeds to the office of governor, he 
shall receive the compensation for that office. 


Section 4. When the office of governor is vacant, the 
lieutenant governor shall become governor. In the event of the 
absence of the governor from the State, or his inability to 
exercise and discharge the powers and duties of his office, such 
powers and duties shall devolve upon the lieutenant governor 
during such absence or disability. 


When the office of lieutenant governor is vacant, or in the 
event of the absence of the lieutenant governor from the State, 
or his inability to exercise and discharge the powers and duties 
of his office, such powers and duties shall devolve upon such 
officers in such order of succession as may be provided by law. 

In the event of the impeachment of the governor or of the 
lieutenant governor, he shall not exercise the powers of his 
office until acquitted. 


Section 5. The governor shall be responsible for the 
faithful execution of the laws. He shall be commander in 
chief of the armed forces of the State and may call out such 
forces to execute the laws, suppress or prevent insurrection or 
lawless violence or repel invasion. He shall, at the beginning 
of each session, and may, at other times, give to the legislature 
information concerning the affairs of the State and recommend 
to its consideration such measures as he shall deem expedient. 


The governor may grant reprieves, commutations and 
pardons, after conviction, for all offenses, subject to regulation 
by law as to the manner of applying for the same. The legis- 
lature may, by general law, authorize the governor to grant 
pardons before conviction, to grant pardons for impeachment 
and to restore civil rights denied by reason of conviction of 
offenses by tribunals other than those of this State. 

The governor shall appoint an administrative director to 
serve at his pleasure. 
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Section 6. All executive and administrative offices, de- 
partments and instrumentalities of the state government and 
their respective functions, powers and duties shall be allocated 
by law among and within not more than twenty principal 
departments in such manner as to group the same according to 
major purposes so far as practicable. Temporary commissions 
or agencies for special purposes may be established by law and 
need not be allocated within a principal department. 

Each principal department shall be under the supervision of 
the governor and, unless otherwise provided in this constitution 
or by law, shall be headed by a single executive. Such single 
executive shall be nominated and, by and with the advice and 
consent of the senate, appointed by the governor and he shall 
hold office for a term to expire at the end of the term for which 
the governor was elected. The governor may, by and with the 
advice and consent of the senate, remove such single executive. 

Whenever a board, commission or other body shall be the 
head of a principal department of the state government, the 
members thereof shall be nominated and, by and with the 
advice and consent of the senate, appointed by the governor. 
The term of office and removal of such members shall be as 
prescribed by law. Such board, commission or other body may 
appo.nt a principal executive officer, who, when authorized by 
law, may be ex officio a voting member thereof, and who may be 
removed by a majority vote of the members appointed by the 
governor. 

The governor shall nominate and, by and with the advice 
and consent of the senate, appoint all officers for whose election 
or appointment provision is not otherwise made by this constitu- 
tion or by law. The legislature may provide for the suspension 
or removal for cause, by the governor, of any officer for whose 
removal the consent of the senate is required by this constitution. 

When the senate is not in session and a vacancy occurs in 
any office, appointment to which requires the confirmation of the 
senate, the governor may fill the office by granting a commission 
which shall, unless such appointment is confirmed, expire at the 
end of the next session of the senate; but the person so appointed 
shall not be eligible for another interim appointment to such 
office if the appointment shall have failed of confirmation by the 
senate. 


No person who has been nominated for appointment to any 
office and whose appointment has not received the consent of 
the senate shall be eligible to an interim appointment thereafter 
to such office. 

All officers appointed under the provisions of this section 
shall be citizens of this State and shall have been residents of 


the State for at least three years next preceding their appoint- 
ment. 





59001 Res., Vol. 1—S. Rept. 80, 86-1, O-61—4 
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ARTICLE V 
THE JUDICIARY 
Section 1. The judicial power of the State shall be vested 


in one supreme court, circuit courts, and in such inferior courts 
as the legislature may from time to time establish. The several 
courts shall have original and appellate jurisdiction as provided 
by law. 


Section 2. The supreme court shall consist of a chief 
justice and four associate justices. When necessary, the chief 
justice shall assign a judge or judges of a circuit court to serve 
temporarily on the supreme court. In case of a vacancy in the 
office of chief justice, or if he is ill, absent or otherwise unable 
to serve, an associate justice designated in accordance with the 
rules of the supreme court shall serve temporarily in his stead. 


Section 3. The governor shall nominate and, by and with 
the advice and consent of the senate, appoint the justices of the 
supreme court and the judges of the circuit courts. No nomina- 
tion shall be sent to the senate, and no interim appointment shall 
be made when the senate is not in session, until after ten days’ 
public notice by the governor. 


No justice or judge shall hold any other office or position of 
profit under the State or the United States. No person shall be 
eligible to such office who shall not have been admitted to 
practice law before the supreme court of this State for at least 
ten years. Any justice or judge who shall become a candidate 
for an elective office shall thereby forfeit his office. 


The term of office of a justice of the supreme court shall be 
seven years and that of a judge of a circuit court shall be six 
years. They shall receive for their services such compensation as 
may be prescribed by law, which shall not be diminished during 
their respective terms of office, unless by general law applying to 
all salaried officers of the State. They shall be retired upon 
attaining the age of seventy years. They shall be included in any 
retirement law of the State. They shall be subject to removal 
from office upon the concurrence of two-thirds of the membership 
of each house of the legislature, sitting in joint session, for such 
causes and in such manner as may be provided by law. 


Section 4. Whenever a commission or agency, authorized 
by law for such purpose, shall certify to the governor that any 
justice of the supreme court or judge of a circuit court appears 
to be so incapacitated as substantially to prevent him from per- 
forming his judicial duties, the governor shall appoint a board 
of three persons to inquire into the circumstances and on their 
recommendation the governor may retire the justice or judge 
from office. 
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Section 5. The chief justice of the supreme court shall be 
the administrative head of the courts. He may assign judges 
from one circuit court to another for temporary service. With 
the approval of the supreme court he shall appoint an administra- 
tive director to serve at his pleasure. 


SecTION 6. The supreme court shall have power to promul- 
gate rules and regulations in all civil and criminal cases for all 
courts relating to process, practice, procedure and appeals, which 
shall have the force and effect of law . 


ARTICLE VI 
TAXATION AND FINANCE 


Section 1. The power of taxation shall never be sur- 
rendered, suspended or contracted away. 


Section 2. The land and other-property belonging to 
citizens of the United States residing without the State shall 
never be taxed at a higher rate than the lands and other property 
belonging to residents thereof. 


Section 3. All bonds and other instruments of indebtedness 
issued by or on behalf of the State or a political subdivision 
thereof must be authorized by the legislature, and bonds and 
other instruments of indebtedness of a political subdivision must 
also be authorized by its governing body. 

Sixty million dollars is established as the limit of the funded 
debt of the State at any time outstanding and unpaid. Bonds 
and other instruments of indebtedness in excess of such limit 
may be issued when authorized by a two-thirds vote of all the 
members to which each house of the legislature is entitled, 
provided such excess debt, at the time of authorization, would 
not cause the total of state indebtedness to exceed a sum equal 
to fifteen percent of <he total of assessed values for tax rate 
purposes of real property in the State, as determined by the last 
tax assessment rolls pursuant to law. 

Instruments of indebtedness to meet appropriations for any 
fiscal period in anticipation of the collection of revenues for such 
period or to meet casual deficits or failures of revenue, which 
shall be payable within one year, and bonds or other instruments 
of indebtedness to suppress insurrection, to repel invasion, to 
defend the State in war or to meet emergencies caused by disaster 
or act of God, may be issued by the State under legislative 
authorization without regard to any debt limit. 

A sum equal to ten percent of the total of the assessed values 
for tax rate purposes of real property in any political sub- 
division, as determined by the last tax assessment rolls pursuant 
to law, is established as the limit of the funded debt of such 
political subdivision at any time outstanding and unpaid. The 
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aggregate, however, of such debts contracted by any political 
subdivision during a fiscal year shall not exceed two percent of 
the total of such assessed values in such political subdivision. 

Instruments of indebtedness to meet appropriations for any 
fiscal period in anticipation of the collection of revenues for such 
period or to meet casual deficits or failures of revenue, which 
shall be payable within one year, may be issued by any political 
subdivision under authorization of law and of its governing 
body, without regard to the limits of debt hereinabove provided. 

All bonds or other instruments of indebtedness for a term 
exceeding one year shall be in serial form maturing in substanti- 
ally equal annual installments, the first installment to mature 
not later than five years from the date of the issue of such series, 
and the last installment not later than thirty-five years from the 
date of such issue. Interest and principal payments shall be a 
first charge on the general revenues of the State or political 
subdivision, as the case may be. 

The provisions of this section shall not be applicable to 
indebtedness incurred under revenue bond statutes by a public 
enterprise of the State or political subdivision, or by a public 
corporation, when the only security for such indebtedness is the 
revenues of such enterprise or public corporation, or to indebted- 
ness incurred under special improvement statutes when the 
only security for such indebtedness is the properties benefited or 
improved or the assessments thereon. 

Nothing in this section shall prevent the refunding of any 
indebtedness at any time. 


Section 4. Within such time prior to the opening of each 
regular session as may be prescribed by law, the governor shall 
submit to the legislature a budget setting forth a complete plan 
of proposed general fund expenditures and anticipated receipts 
of the State for the ensuing fiscal period, together with such 
other information as the legislature may require. The budget 
shall be compiled in two parts, one setting forth all proposed 
operating expenditures for the ensuing fiscal period and the 
other, all capital improvements expenditures proposed to be 
undertaken during such period. The governor shall also, upon 
the opening of the session, submit bills to provide for such pro- 
posed expenditures and for any recommended additional revenues 
or borrowings by which the proposed expenditures are to be met. 
Such bills shall be introduced in the legislature upon the opening 
of each regular session. 


Section 5. No appropriation bill, except bills recommended 
by the governor for immediate passage, or to cover the expenses 
of the legislature, shall be passed on final reading until the bill 
authorizing operating expenditures for the ensuing fiscal period, 
to be known as the general appropriations bill, shall have been 
transmitted to the governor. 
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Section 6. No tax shall be levied or appropriation of 
public money or property made, nor shall the public credit be 
used, directly or indirectly, except for a public purpose. No 
grant shall be made in violation of Section 3 of Article I of 
this constitution. 


Section 7. Provision for the control of the rate of expendi- 
tures of appropriated state moneys, and for the reduction of such 
expenditures under prescribed conditions, shall be made by law. 


Section 8. The legislature, by a majority vote of each 
house in joint session, shall appoint an auditor who shall serve 
for a period of eight years and thereafter until a successor shall 
have been appointed. The legislature, by a two-thirds vote of 
the members in joint session, may remove the auditor from office 
at any time for cause. It shall be the duty of the auditor to 
conduct post-audits of all transactions and of all accounts kept 
by or for all departments, offices and agencies of the State and 
its political subdivisions, to certify to the accuracy of all finan- 
cial statements issued by the respective accounting officers and 
to report his findings and recommendations to the governor and 
to the legislature at such times as shall be prescribed by law. 
He shall also make such additional reports and conduct such 
other investigations as may be directed by the legislature. 


ARTICLE VII 
LOCAL GOVERNMENT 


Section 1. The legislature shall create counties, and may 
create other political subdivisions within the State, and provide 
for the government thereof. Each political subdivision shall 
have and exercise such powers as shall be conferred under general 
laws. 


Section 2. Each political subdivision shall have power to 
frame and adopt a charter for its own self-government within 
such limits and under such procedures as may be prescribed by 
law. 


Section 3. The taxing power shall be reserved to the 
State except so much thereof as may be delegated by the legis- 
lature to the political subdivisions, and the legislature shall have 
the power to apportion state revenues among the several political 
subdivisions. 


Section 4. No law shall be passed mandating any political 
subdivision to pay any previously accrued claim. 


Sgction 5. This article shall not limit the power of the 
legislature to enact laws of statewide concern. 
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ARTICLE VIII 
PUBLIC HEALTH AND WELFARE 


Section 1. The State shall provide for the protection and 
promotion of the public health. 


Section 2. The State shall have power to provide for 
treatment and rehabilitation, as well as domiciliary care, of 
mentally or physically handicapped persons. 


Section 3. The State shall have power to provide assist- 
ance for persons unable to maintain a standard of living com- 
patible with decency and health. 


Section 4. The State shall have power to provide for, 
or assist in, slum clearance and the development or rehabilitation 
of substandard areas, including housing for persons of low 
income. 


Section 5. The State shall have power to conserve and 
develop its natural beauty, objects and places of historic or 
cultural interest, sightliness and physical good order, and for 
that purpose private property shall be subject to reasonable 
regulation. 


ARTICLE IX 
EDUCATION 


Section 1. The State shall provide for the establishment, 
support and control of a statewide system of public schools free 
from sectarian control, a state university, public libraries and 
such other educational institutions as may be deemed desirable, 
including physical facilities therefor. There shall be no segre- 
gation in public educational institutions because of race, religion 
or ancestry; nor shall public funds be appropriated for the 
support or benefit of any sectarian or private educational 
institution. 


Section 2. There shall be a board of education, the 
members of which shall be nominated and, by and with the 
advice and consent of the senate, appointed by the governor from 
panels submitted by local school advisory councils to be estab- 
lished by law. At least part of the membership of the board 
shall represent geographic subdivisions of the State. 


Section 3. The board of education shall have power, in 
accordance with law, to formulate policy, and to exercise control 
over the public school system through its executive officer, the 
superintendent of public instruction, who shall be appointed by 
the board and shall be ex officio a voting member thereof. 





‘ 
i 








yr 
of 


tT, 


1d 
or 
or 


le 


Se ~ RIERA I 


University of 
Hawaii 


Board of 
Regents; 


Powers 


STATEHOOD FOR HAWAII 55 


Section 4. The University of Hawaii is hereby established 
as the state university and constituted a body corporate. It 
shall have title to all the real and personal property now or 
hereafter set aside or conveyed to it, which shall be held in 
public trust for its purposes, to be administered and disposed of 
according to law. 


Section 5. There shall be a board of regents of the 
University of Hawaii, the members of which shall be nominated 
and, by and with the advice and consent of the senate, appointed 
by the governor. At least part of the membership of the board 
shall represent geographic subdivisions of the State. The 
president of the university and the superintendent of public 
instruction shall be ex officio voting members of the board. The 
board shall have power, in accordance with law, to formulate 
policy, and to exercise control over the university through its 
executive officer, the president of the university, who shall be 
appointed by the board. 
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Section 1. The legislature shall promote the conservation, 
development and utilization of agricultural resources, and fish, 
mineral, forest, water, land, game and other natural resources. 


Section 2. The legislature shall vest in one or more 
executive boards or commissions powers for the management of 
natural resources owned or controlled by the State, and such 
powers of disposition thereof as may be authorized by law; but 
land set aside for public use, other than for a reserve for con- 
servation purposes, need not be placed under the jurisdiction of 
such a board or commission. 


The mandatory provisions of this section shall not apply to 
the natural resources owned by or under the control of a 
political subdivision or a department or agency thereof. 


Section 3, All fisheries in the sea waters of the State not 
included in any fish pond or artificial inclosure shall be free to 
the public, subject to vested rights and the right of the State 
to regulate the same. 


Section 4. The legislative power over the lands owned 
by or under the control of the State and its political subdivisions 
shall be exercised only by general laws, except in respect to 
transfers to or for the use of the State, a political subdivision, 
or any department or agency thereof. 
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Section 5. The public lands shall be used for the develop- 
ment of farm and home ownership on as widespread a basis as 


possible, in accordance with procedures and limitations pre- 
scribed by law. 


ARTICLE XI 
HAWAIIAN HOME LANDS 


Section 1. Anything in this constitution to the contrary 
notwithstanding, the Hawaiian Homes Commission Act, 1920, 
enacted by the Congress, as the same has been or may be amended 
prior to the admission of the State, is hereby adopted as a law 
of the State, subject to amendment or repeal by the legislature, 
provided, that, if and to the extent that the United States shall so 
require, said law shall be subject to amendment or repeal only 
with the consent of the United States and in no other manner, 
provided, further, that, if the United States shall have been 
provided or shall provide that particular provisions or types of 
provisions of said Act may be amended in the manner required 
for ordinary state legislation, such provisions or types of pro- 
visions may be so amended. The proceeds and income from 
Hawaiian home lands shall be used only in accordance with the 
terms of said Act, and the legislature may, from time to time, 
make additional sums available for the purposes of said Act by 
appropriating the same in the manner provided by law. 


Section 2. The State and its people do hereby accept, as 
a compact with the United States, or as conditions or trust 
provisions imposed by the United States, relating to the manage- 
ment and disposition of the Hawaiian home lands, the require- 
ment that Section 1 hereof be included in this constitution, in 
whole or in part, it being intended that the Act or Acts of the 
Congress pertaining thereto shall be definitive of the extent and 
nature of such. compact, conditions or trust provisions, as the 
case may be. The State and its people do further agree and 
declare that the spirit of the Hawaiian Homes Commission Act 
looking to the continuance of the Hawaiian homes projects for 
the further rehabilitation of the Hawaiian race shall be faith- 
fully carried out. 


ARTICLE XIl 


ORGANIZATION, COLLECTIVE BARGAINING 
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Section 1. Persons in private employment shall have the 
right to organize for the purpose of collective bargaining. 


Section 2. Persons in public employment shall have the 
right to organize and to present and make known their grievances 
and proposals to the State, or any political subdivision or any 
department or agency thereof. 
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. ARTICLE XIII 

. STATE BOUNDARIES, CAPITAL. FLAG 

| Boundaries Section 1. The State of Hawaii shall include the islands 
and territorial waters heretofore constituting the Territory of 
Hawaii. 

Capital Section 2. Honolulu, on the Island of Oahu, shall be the 

capital of the State. 

, State Flag Section 3. The Hawaiian flag shall be the flag of the State. 

d 

w ARTICLE XIV 

> GENERAL AND MISCELLANEOUS PROVISIONS 

ly Civil Service Section 1. The employment of persons in the civil service, 

rT, as defined by law, of or under the State, shall be governed by the 

en merit principle. 

’ Employees Section 2. Membership in any employees’ retirement 

a Retirement system of the State or any political subdivision thereof shall be a 

ob System contractual relationship, the accrued benefits of which shall not 

he be diminished or impaired. 

1, Disqualification Section 3. No person who advocates, or who aids or 

by for Disloyalty belongs to any party, organization or association which advocates, 


the overthrow by force or violence of the government of this 
State or of the United States shall be qualified to hold any 


be public office or employment. 
ge- Oath of Office Section 4. All public officers, before entering upon the 
re: duties of their respective offices, shall take and subscribe to the 
in following oath or affirmation: “I do solemnly swear (or affirm) 
the that I will support and defend the Constitution of the United 
nd States, and the Constitution of the State of Hawaii, and that 1 
the will faithfully discharge my duties as 
6 oe Oe anata en ee to the best of my ability.” The 
Act legislature may prescribe further oaths or affirmations. 
for Intergovernmental Section 5. The legislature may provide for cooperation 
ith- Relations on the part of this State and its political subdivisions with the 
United States, or other states and territories, or their political 
subdivisions, in matters affecting the public health, safety and 
general welfare, and funds may be appropriated to effect such 
cooperation. 
Federal Lands Section 6. The United States shall be vested with or 
the retain title to or an interest in or shall hold the property in the 
Territory of Hawaii set aside for the use of the United States 
the and remaining so set aside immediately prior to the admission of 
aces this State, in all respects as and to the extent set forth in the 
any j act or resolution providing for the admission of this State to the 
Union. 
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Section 7. Any trust provisions which the Congress shall 
impose, upon the admission of this State, in respect of the lands 
patented to the State by the United States or the proceeds and 
income therefrom, shall be complied with by appropriate 
legislation, 


Section 8. The lands and other property, the final deter- 
mination and disposition of which shall not have been made by 
the Congress upon the admission of this State, shall, pending 
such determination and disposition, continue to be administered 
in accordance with the laws applicable thereto immediately prior 
to the admission of this State, except as the Congress may consent 
to any amendment of said laws, and no provision of this con- 
stitution for the exercise of powers or functions other than in 
accordance with such laws shall, without the consent of the 
Congress, apply to the lands or property so administered. 


SecTiOn 9. No taxes shall be imposed by the State upon 
any lands or other property now owned or hereafter acquired 
by the United States, except as the same shall become taxable 
by reason of disposition thereof by the United States or by 
reason of the consent of the United States to such taxation. 


Section 10. All provisions of the act or resolution admit- 
ting this State to the Union, or providing for such admission, 
which reserve to the United States jurisdiction of Hawaii 
National Park, or the ownership or control of lands within 
Hawaii National Park, are consented to fully by the State and 
its people. 


SectTigNn 11. All those provisions of the act or resolution 
admitting this State to the Union, or providing for such admis- 
sion, which reserve to the United States judicial rights or powers 
are consented to fully by the State and its people; and those 
provisions of said act or resolution which preserve for the State 
judicial rights and powers are hereby accepted and adopted, 
and such rights and powers are hereby assumed, to be exercised 
and discharged pursuant to this constitution and the laws of the 
State. 


Section 12. Titles and subtitles shall not be used for 
purposes of construing this constitution. 

Whenever any personal pronoun appears in this constitution, 
it shall be construed to mean either sex. 


Section 13. The enumeration in this constitution of 
specified powers shall not be construed as limitations upon the 
power of the State to provide for the general welfare of the 
people. 

Section 14. The provisions of this constitution shall be 


self-executing to the fullest extent that their respective natures 
permit. 
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ARTICLE XV 
REVISION AND AMENDMENT 


SecTIOn 1. Revisions of or amendments to this constitution 
may be proposed by constitutional convention or by the 
legislature. 


Section 2. The legislature may submit to the electorate at 
any general or special election the question, “Shall there be a 
convention to propose a revision of or amendments to the 
Constitution?” If any ten-year period shall elapse during which 
the question shall not have been submitted, the lieutenant gover- 
nor shall certify the question, to be voted on at the first general 
election following the expiration of such period. 


If a majority of the ballots cast upon such question be in 
the affirmative, delegates to the convention shall be chosen at 
the next regular election unless the legislature shall provide for 
the election of delegates at a special election. 

Notwithstanding any provision in this constitution to the 
contrary, other than Section 3 of Article XIV, any qualified 
voter of the district concerned shall be eligible to membership 
in the convention. 

Unless the legislature shall otherwise provide, there shall 
be the same number of delegates to such convention, who shall 
be elected from the same areas, and the convention shall be 
convened in the same manner, as nearly as practicable, as 
required for the Hawaii State Constitutional Convention of 
1950. 


The convention shall determine its own organization and 
rules of procedure. It shall be the sole judge of the elections, 
returns and qualifications of its members and, by a two-thirds 
vote, may suspend or remove any member for cause. The 
governor shall fill any vacancy by appointment of a qualified 
voter from the district concerned. 


The convention shall provide for the time and manner in 
which the proposed constitutional revision or amendments shall 
be submitted to a vote of the electorate, but no such revision or 
amendments shall be effective unless approved at a general 
election by a majority of all of the votes tallied upon the 
question, such majority constituting at least thirty-five percent 
of the total vote cast at such election, or at a special election by 
a majority of the total vote tallied upon such question, such 
majority constituting at least thirty-five percent of the total 
number of registered voters; provided, that no constitutional 
amendment altering this proviso or the representation from any 
senatorial district in the senate shall become effective unless it 
shall also be approved by a majority of the votes tallied upon 
the question in each of a majority of the counties. 
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The provisions of this section shall be self-executing, but 
the legislature shall make the necessary appropriations and may 
enact legislation to facilitate their operation. 


Section 3. The legislature may propose amendments to 
the constitution by adopting the same, in the manner required 
for legislation, by a two-thirds vote of each house on final reading 
at any session, after either or both houses shall have given the 
governor at least ten days’ written notice of the final form of 
the proposed amendment, or, with or without such notice, by 
a majority vote of each house on final reading at each of two 
successive sessions. 

Upon such adoption, the proposed amendments shall be 
entercd upon the journals, with the ayes and noes, and published 
once in each of four successive weeks in at least one newspaper 
of general circulation in each senatorial district wherein such a 
newspaper is published, within the two months’ period immed- 
iately preceding the next general election. 

At such general election the proposed amendments shall be 
submitted to the electorate for approval or rejection upon a 
separate ballot. 

The conditions of and requirements for ratification of such 
proposed amendments shall be the same as provided in Section 
2 of this article for ratification at a general election. 


Section 4. No proposal for amendment of the constitution 
adopted in either manner provided by this article shall be subject 
to veto by the governor. 


ARTICLE XVI 
SCHEDULE 
Representative Listricts 


Section 1. As provided in Section 3 of Article III until 
the next reapportionment, the representative districts and the 
number of members to be elected from each shall be as follows: 

First representative district: that portion of the island of 
Hawaii known as Puna, one representative ; 

Second representative district: that portion of the island of 
Hawaii known as South Hilo, four representatives ; 

Third representative district: that portion of the island of 
Hawaii known as North Hilo and Hamakua, one representative; 

Fourth representative district: that portion of the island of 
Hawaii known as Kau and South Kona and that portion of 
North Kona, for convenience herein referred to as Keauhou, 
more particularly described as follows: from a point at the 
seashore between the lands of Holualoa 1 and 2 and Puapuaa 2 
running northeasterly along the boundary of Holualoa | and 2 
to Puu Laalaau; (2) easterly in a straight line to a point called 
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“Naohueleelua” being the common corner of the lands of 
Puuanahulu, Kaohe and Keauhou 2nd; (3) southeasterly along 
the common boundary between Hamakua and North Kona dis- 
tricts to the summit of Mauna Loa; (4) westerly along the 
common boundary between Kau and North Kona districts to 
the easterly boundary of South Kona district; (5) northerly 
and westerly along the boundary between North and South 
Kona districts to the seashore; and (6) northerly along the 
seashore to the point of beginning; one representative ; 

Fifth representative district: that portion of the island of 
Hawaii known as Kohala and that portion of North Kona not 
included in the fourth representative district, one representative ; 

Sixth representative district: the islands of Molokai and 
Lanai, one representative ; 

Seventh representative district: the islands of Maui and 
Kahoolawe, five representatives ; 

Eighth representative district: that portion of the island of 
Oahu known as Koolaupoko and Koolauloa, two representatives ; 

Ninth representative district: that portion of the island of 
Oahu known as Waialua and Wahiawa, two representatives ; 

Tenth representative district: that portion of the island of 
Oahu known as Ewa and Waianae, two representatives ; 

Eleventh representative district: that portion of the island 
of Oahu, for convenience herein referred to as Kalihi, more 
particularly described as follows: from the intersection of Kalihi 
and Auiki Streets running westerly along Auiki Street to Mok- 
auea Street; (2) southwesterly along Mokauea Street Extension 
extended to a point on the outer edge of the reef; (3) westerly 
along the outer edge of the reef to a point on the Moanalua- 
Halawa boundary; (4) northerly and northeasterly along the 
Moanalua-Halawa boundary to the top of Koolau Range; (5) 
southeasterly along the top of Koolau Range to a place called 
“Puu Lanihuli”; (6) southwesterly along the top of the 
ridge between the lands of Kalihi, Kapalama and Nuwanu to 
Kalihi Street; and (7) southwesterly along Kalihi Street to 
the point of beginning, three representatives ; 

Twelfth representative district: that portion of the island 
of Oahu, for convenience herein referred to as upper Nuuanu, 
more particularly described as follows: from the intersection 
of King and Kalihi Streets running northeasterly along Kalihi 
Street to the ridge between the lands of Kalihi, Kapalama and 
Nuuanu; (2) northeasterly along the top of said ridge to a 
point on the Koolau Range called “Puu Lanihuli”; (3) easterly 
along the top of said Range to Pali Road at the Nuuanu Pali; 
(4) southwesterly along Pali Road to Nuuanu Avenue and 
southwesterly along Nuuanu Avenue to School Street; (5) 
northwesterly along School Street to the center line of the 
Kapalama Drainage Canal (Waikiki Branch) ; (6) southwester- 
ly along said Canal to the center line of the main Kapalama 
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Drainage Canal; (7) southwesterly along said Canal to King 
Street; and (8) northwesterly along King Street to the point 
of beginning, three representatives ; 

Thirteenth representative district: that portion of the island 
of Oahu, for convenience herein referred to as Kapalama, more 
particularly described as folows: from the junction of the 
Honolulu Harbor Channel and the reef running westerly along 
the outer edge of the reef to Mokauea Street Extension extended, 
(2) northeasterly along Mokauea Street Extension extended to 
Sand Island Road; (3) northeasterly along Mokauea Street 
Extension to Auiki Street; (4) easterly along Auiki Street to 
Kalihi Street; (5) northeasterly along Kalihi Street to King 
Street; (6) southeasterly along King Street to the center line 
of the main Kapalama Drainage Canal; (7) northerly along 
said Canal to the center line of the Kapalama Drainage Canal 
(Waikiki Branch); (8) northeasterly along said Canal to 
School Street; (9) southeasterly along School Street to Nuuanu 
Avenue; (10) southwesterly along Nuuanu Avenue to the sea, 
and (11) southwesterly along the middle of Honolulu Harbor 
and Honolulu Harbor Channel to the point of beginning, three 
representatives ; 

Fourteenth representative district: that portion of the island 
of Oahu, for convenience herein referred to as Pauoa, more 
particularly described as follows: from the junction of the 
Honolulu Harbor Channel and the outer edge of the reef 
running northeasterly along the middle of Honolulu Harbor 
Channel and Honolulu Harbor to the intersection of Queen 
Street and Nuuanu Avenue; (2) northeasterly along Nuuanu 
Avenue to Pali Road and northeasterly along Pali Road to the 
top of the Koolau Range at the Nuuanu Pali; (3) easterly and 
southerly along the top of the Koolau Range to a point called 
“Puu Konahuanui’; (4) southwesterly along the top of the 
ridge between the lands of Nuuanu, Pauoa and Manoa to a 
mountain peak called ““Puu Ohia” or “Tantalus”; (5) south- 
westerly along the top of the ridge between the lands of Makiki 
and Kalawahine to the intersection of Nehoa Street and Lewa- 
lani Drive; (6) southerly along Lewalani Drive and Piikoi 
Street to Wilder Avenue; (7) easterly along Wilder Avenue 
to Punahou Street; (8) southerly along Punahou Street to 
King Street; (9) westerly along King Street to Kalakaua 
Avenue; (10) southerly along Kalakaua Avenue to the center 
line of the Ala Wai Canal; (11) westerly along said Canal and 
along the line of said Canal extended to the outer edge of the 
reef; and (12) westerly along the outer edge of the reef to the 
point of beginning, five representatives ; 

Fifteenth representative district: that portion of the island 
of Oahu, for convenience herein referred to as Manoa 
Waikiki, more particularly described as follows: from the 
intersection of Kalakaua Avenue and the center line of the Ala 
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Wai Canal running northerly along Kalakaua Avenue to King 
Street; (2) easterly along King Street to Punahou Street; (3) 
northerly along Punahou Street to Wilder Avenue; (4) wester- 
ly along Wilder Avenue to Piikoi Street; (5) northerly along 
Piikoi Street to Lewalani Drive; (6) northezly along Lewalani 
Drive to Nehoa Street; (7) northeasterly along the top of the 
ridge between the lands of Makiki and Kalawahine to a 
mountain peak called “Puu Ohia” or “Tantalus”; (8) north- 
easterly along the top of the ridge between the lands of Pauoa, 
Manoa and Nuuanu to a point on the Koolau Range called 
“Puu Konahuanui”; (9) southeasterly along the top of said 
Range to a place called “Mt. Olympus”; (10) southwesterly 
along the top of Waahila Ridge to the top edge of Palolo 
Valley; (11) southwesterly along the top edge of said Valley 
to the forest resérve boundary; (12) southwesterly along the 
southeasterly boundary of St. Louis Heights Tract, Series 2 
(File Plan 464) to the southerly boundary of said Tract 100 
feet southeasterly from Alencastre Street; (13) southwesterly 
parallel to and 100 feet from Alencastre Street and St. Louis 
Drive to Waialae Avenue; (14) westerly along Waialae Avenue 
to Kapahulu Avenue extended; (15) southerly across Waialae 
Avenue and along Kapahulu Avenue to Kalakaua Avenue; 
(16) westerly along Kapahulu Avenue extended to the outer 
edge of the reef; (17) northwesterly along the outer edge of 
the reef to a point on the line extended of the center line of the 
Ala Wai Canal; and (18) easterly along said line to the point 
of beginning, six representatives ; 

Sixteenth representative district: that portion of the island 
of Oahu, for convenience herein referred to as Kaimuki and 
Kapahulu, more particularly described as follows: from a point 
at the seacoast at a place called “Black Point” running westerly 
along the seacoast to Kapahulu Avenue extended to the sea; (2) 
easterly across Kalakaua Avenue and easterly and northerly 
along Kapahulu Avenue to Waialae Avenue; (3) easterly along 
Waialae Avenue to a point 100 feet easterly of St. Louis Drive; 
(4) northeasterly across Waialae Avenue then parallel to and 
100 feet from St. Louis Drive and Alencastre Street to the 
southerly boundary of St. Louis Heights Tract, Series 2 (File 
Plan No. 464); (5) northeasterly along the southeasterly 
boundary of said Tract to the forest reserve boundary; (6) 
northeasterly along the top ridge of Palolo Valley to the top 
of Waahila Ridge; (7) northeasterly along the top of Waahila 
Ridge to a point on Koolau Range called “Mt. Olympus”; 
(8) easterly along the top of the Koolau Range to the top of 
the ridge between the lands of Waialae Nui and Palolo; (9) 
southwesterly along the top of said ridge to a place called 
“Kalepeamoa”; (10) southwesterly along Mauumae Ridge to 
Sierra Drive; (11) southwesterly along Sierra Drive to Waialae 
Avenue; (12) easterly along Waialae Avenue to 13th Avenue; 
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(13) southwesterly along 13th Avenue and Ocean View Drive 
to Kilauea Avenue; (14) westerly along Kilauea Avenue to 
Makapuu Avenue; (15) southwesterly along Makapuu Avenue 
to Diamond Head Road ; and (16) southeasterly along Diamond 
Head Road to the Military Road and along the Military Road 
extended to the point of beginning, four representatives ; 

Seventeenth representative district: that portion of the island 
of Oahu not included in any other representative district on 
the island of Oahu, together with all other islands not included 
in any other representative district, three representatives ; 

Eighteenth representative district: the islands of Kauai and 
Niihau, four representatives. 

Wherever a roadway, or the intersection of one or more 
roadways, is designated as a boundary in any of the above des- 
criptions, the center line of such roadway or intersection is 
intended as such boundary. 


TRANSITIONAL PROVISIONS 


Section 2. All laws in force at the time this constitution 
takes effect and not inconsistent therewith, including, among 
others, acts of the Congress relating to the lands in the posses- 
sion, use and control of the Territory of Hawaii, shall be the 
laws of the State and remain in force, mutatis mutandis, until 
they expire by their own limitation, or are altered or repealed 
by the legislature. 

Except as otherwise provided by this constitution, all existing 
writs, actions, suits, proceedings, civil or criminal liabilities, 
prosecutions, judgments, sentences, orders, decrees, appeals, 
causes of action, contracts, claims, demands, titles and rights 
shall continue unaffected notwithstanding the taking effect of 
this constitution, except that the State shall be the legal successor 
to the Territory in respect thereof, and may be maintained, 
enforced or prosecuted, as the case may be, before the appropriate 
or corresponding tribunals or agencies of or under the State or of 
the United States, in the name of the State, political subdivision, 
person or other party entitled to do so, in all respects as fully 
as could have been done prior to taking effect of this constitution. 


Section 3. The debts and liabilities of the Territory shall 
be assumed and paid by the State, and all debts owed to the 
Territory shall be collected by the State. 


Section 4. All acts of the legislature of the Territory 
authorizing the issuance of bonds by the Territory or its political 
subdivisions are approved, subject, however, to amendment or 
repeal by the legislature, and bonds may be issued by the State 
and its political subdivisions pursuant to said acts. Whenever 
in said acts the approval of the President or of the Congress is 
required, the approval of the governor shall suffice. 
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Section 5. Except as otherwise provided by this constitu- 
tion, all executive officers of the Territory or any political sub- 
division thereof and all judicial officers who may be in office at 
the time of admission of this State to the Union shall continue 
to exercise and discharge the powers and duties of their respec- 
tive offices until their successors shall have qualified in accord- 
ance with this constitution or the laws enacted pursuant thereto. 


Section 6. Unless otherwise provided by law, the lieuten- 
ant governor shall exercise and discharge the powers and duties 
of the secretary of the Territory. 


Section 7. Requirements as to residence, citizenship or 
other status or qualifications in or under the State prescribed 
by this constitution shall be satisfied pro tanto by corresponding 
residence, citizenship or other status or qualifications in or 
under the Territory. 


Section 8. The provisions of Section 6 of Article 1V 
shall not be mandatory until four years from the date of admis- 
sion of this State to the Union. The legislature shall within 
three years from said date allocate and group the executive and 
administrative offices, departments and instrumentalities of the 
state government and their respective functions, powers and 
duties among and within the principal departments pursuant 
to said section. 

If such allocation and grouping shall not have been com- 
pleted within such period, the governor, within one year 
thereafter, by executive order, shall make such allocation and 
grouping. 


Section 9. All vested rights.in fisheries in the sea waters 
not included in any fish pond or artificial inclosure shall be 
condemned to the use of the public upon payment of just 
compensation, which compensation, when lawfully ascertained, 
shall be paid out of any money in the treasury of the State not 
otherwise appropriated. 


FIRST OFFICERS, PROCEDURES 


Section 10. In case the people of the Territory ratify 
this constitution and the same is approved by the duly constituted 
authority of the United States whose approval thereto may be 
required, the governor of the Territory shall, within thirty 
days after receipt of the official notification of such approval, 
issue a proclamation for prisnary and final elections, as herein- 
after provided, at which officers for all state elective offices 
provided for by this constitution shal] be nominated and elected ; 
but the officers so to be elected shall in any event include two 
senators and two representatives to the Congress, and unless 
and until otherwise required by law, said representatives shall 
be elected at large. 


59001 Res., Vol. 1—S. Rept. 80, 86-1, O-61—5 
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Section 11. Said primary election shall take place not less 
than sixty nor more than ninety days after said proclamation, 
and the final election shall take place within forty*days after 
the primary election. Such elections shall be held and the 
qualifications of voters thereat shall be as prescribed by this 
constitution and by the laws relating to the election of members 
of the legislature at primary and general elections. The returns 
thereof shall be made, canvassed and certified in the manner 
prescribed by law with respect to the election for the ratification 
or rejection of this constitution. The governor shall thereupon 
certify the results thereof to the President. 


Section 12. Upon the issuance by the President of a 
proclamation announcing the results of said election and the 
admission of this State to the Union, the officers elected and 
qualified shall proceed to exercise and discharge the powers 
and duties pertaining to their respective offices. 


Section 13. The first governor and lieutenant governor 
shall hold office for a term beginning with their election and 
ending at noon on the first Monday in December following the 
second general election. 


Section 14. The governor of the State and secretary of 
state shall certify the election of the senators and representatives 
to the Congress in the manner required by law. For this purpose, 
the lieutenant governor of this State shall be deemed secretary 
of state. 


Section 15. The terms of office of the members of the 
first legislature shall be as follows: 

Members of the house of representatives shall hold office 
for a term beginning with their election and ending on the day 
of the second general election held thereafter. 

Members of the senate shall be divided into two classes. 
The first class shall consist of the following number elected 
with the highest number of votes from their respective senatorial 
districts: first district, three; second district, one; third district, 
two; fourth district, three; fifth district, two; and sixth district, 
two. Members of the first class shall hold office for a term 
beginning with their election and ending on the day of the 
third general election held thereafter, The remaining members 
elected shall constitute the second class and shall hold office for 
a term beginning with their election and ending on the day of 
the second general election held thereafter. 


Section 16. Ten days after the admission of this State 
to the Union, the legislature shall convene in special session. 
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Section 17. Until otherwise provided by law in accord- 
ance with Section 10 of Article III, the salary of members of 
the legislature shall be as follows: the sum of two thousand five 
hundred dollars for each general session, the sum of one thousand 
five hundred dollars for each budget session and the sum of 
seven hundred and fifty dollars for each special session. 


Section 18. Until the legislature shall otherwise provide 
under Section 3 of Article V, the chief justice, justices of the 
supreme court and judges of the circuit courts shall receive as 
compensation for their services the sums of seventeen thousand 
five hundred dollars, seventeen thousand dollars and fifteen 
thousand dollars per annum, respectively, which shall, notwith- 
standing the provisions of Article V of this constitution, be 
subject to increase or decrease by the first session of the 


legislature. 


EFFECTIVE DATE 


This constitution shall take effect and be in full force 
— upon the admission of Hawaii into the Union as a 
tate. 


Done in Convention, at Iolani. Palace, 
Honolulu, Hawaii, on the twenty-second day 
of July, in the year one thousand nine hundred 
fifty, and of the Independence of the United 
eg of America the one hundred and seventy- 

fth. 
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APPENDIX B 


InpDEX oF CONGRESSIONAL HEARINGS ON STATEHOOD FOR Hawalrr 


Twenty-two congressional investigations on the question of admit- 


aut 


(23) 1959: 
(24) 1959: 


ting Hawaii to statehood have been made since 1935. The date, 
cakeattan and locale of these hearings are as follows: 


t 1935: 
2) 1935: 
(3) 1937: 
(4) 1946: 
(5) 1946: 
"} 1947: 

7) 1948: 

8) 1948: 

9) 1948: 
(10) 1949: 
(11) 1950: 
(12) 1953: 
(13) 1953: 
(14) 1953: 


(15) 1954: 


(16) 1954: 
(17) 1955: 


(18) 1955: 
(19) 1957: 
(20) 1957: 
(21) 1958: 


(22) 1959: 


May 31, H.R. 3034, Washington. 

October 7-18, H.R. 3034, Hawaii. 

October 6-22, Senate Concurrent Resolution 18, Hawaii. 

January 7-18, House Resolution 236, Hawaii. 

June 4, H.R. 3643, Washington. 

March 7-19, H.R. 49 and 10 identical bills, Washington. 

January 5-20, H.R. 49 and 8. 114, Hawaii. 

April 15, H.R. 49 and 8. 114, Washi n. 
ovember 1-12, H.R. 49, and 8. 114, Hawaii. 

March 3 and 8, H.R. 49 and related bills, Washington. 

May 1-5, H.R. 49 eee 

February 23-27, H.R. 49, Washington. 

March 6, 8. 49, Washington. 

June 29, 30, July 1, 2, 3, 6, 7, 9, 11, and January 7 and 8, 1954, Senate 
committee on 8S. 49, 8. 51, and H.R. 3575, Washington. 

January 13-15 and 19, Senate committee on 8S. 49; 8S. 51, and H.R. 
3575, Washington. 

December 16 and 17, House subcommittee (public hearings), Hawaii. 

January 25, 27, 28, February 2, 4, 7, 8, 14, 16, House on H.R. 2535 
(Hawaii-Alaska), Washington. 

February 21, 22, 28, Senate on 8S. 49 (Hawaii-Alaska), Washington. 

April 1 and 2, Senate subcommittee on S. 50, Washington. 

April 8, 9, and 16, House subcommittee on H.R. 49, Washington. 
ovember 24 to. December 8, Special House subcommittee on H.R. 
49, Hawaii. 

January 26, 27, 28, and February 4, House Interior Committee on H.R. 
50 and 23 related bills (including H.R. 4221), Washington. 


February 25, 26, Senate Subcommittee on 8. 50, Washington. 
March 3, Senate Committee on 8. 50, Washington. 
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Tue Printep Vo.tumEs or House AND SENATE HEARINGS 
Reports oN Hawau STaTEHOOD 


. Administration in Hawaii. Senate Interior Committee hearing, 
Jan. 16, 1933 

. Hearings before House Territories Committee, May 31, 1935 

. Statehood for Hawaii. Hearings before House Subcommittee on 
Territories, October 7 to 18, 1935 

‘ anes, for Hawaii. Hearings before joint committee, Oct. 6 to 

2 
. Statehood for Hawaii. Report from chairman joint committee, Jan. 5, 


. Statehood for Hawaii. House subcommittee, Jan. 7 to 18, 1946 
. Statehood for Hawaii. Hearing, House Territories Committee, June 4, 


: — for Hawaii. Hearing of Committee on Lands, Mar. 7 to 19, 
194 

. House Report 194, Public Lands Committee, Mar. 27, 1947 

. Cordon Report on H.R. 49 and 8. 114, Jan. 5 to 20, 1948, Hawaii--_- 

. Statehood for Hawaii. Senate Interior Subcommittee, Apr. 15, 1948_ 

. Statehood for Hawaii. Report by Mr. Butler, June 21, 1948__.____- 

. Statehood for Hawaii. House subcommittee, Mar. 3 to 8, 1949 

. Report 254, Committee on Publie Lands, Mar. 10, 1949 

; ey for Hawaii. Senate Interior, Insular Committee, May | to 

2 

. Statehood for Hawaii. Senate Interior, Insular report, June 29, 1950_ 

. Supplemental Report, Senate Interior Committee, Aug. 28, 1950 

. Statehood for Hawaii. Senate Report 314, May 8, 1951 

. Statehood for Hawaii. House Insular hearings, Feb. 23 to 27, 1953-- 

. Statehood for Hawaii. House Interior report 109, Mar. 3, 1953 

. Statehood for Hawaii. Senate hearings, Insular Affairs, Mar. 6, 1953- 

. Statehood for Hawaii. Senate hearings, Insular Affairs, June 29, 30, 
July 1, 2, 3, 6, 7, 9, 11, 1953, and Jan. 7 and 8, 1954 

. Statehood for Hawaii. Senate hearings, Insular Affairs, Jan. 13, 14, 15, 


. Statehood for Hawaii. Report 886 (to accompany 8. 49), Jan. 27 
(legislative day, Jan. 22), 1954 

. Hawaii-Alaska. Hearings. House Interior Committee, Jan. 25- 
Feb. 16, 1955 

. Hawaii-Alaska. Hearings. Senate Interior Committee, Feb. 21, 22, 
and 28, 1955 

. Report No. 88 on H.R. 2535, House Interior Committee, Mar. 3, 1955- - 

. Statehood for Hawaii. Senate Interior Committee, Apr. 1, 2, 1957 -- 

. Statehood for Hawaii. House Interior Committee, Apr. 8, 9, and 16, 


. Statehood for Hawaii. Senate Report 1164, Aug. 29, 1957, and 
minority views 

. Statehood for Hawaii. House Report 2700, Aug. 23, 1958 

. Hawaii Statehood. Special Subcommittee Report, House Interior 
Committee, Nov. 24 to Dec. 8, 1958 { 

. Statehood for Hawaii. House Interior Committee, Jan. 26, 27, and 
em, DO, Oe re Ca aii iach iceycccccccuceee 

. Statehood for Hawaii. ouse Report 32, Feb. 11, 1959 


Total pages printed testimony—Exhibits 
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JOINT RESOLUTION NO. 55 (55th Cong.) To preside for annexing the Hawaiian Islands to the 
United States 






Whereas the Government of the Republic of Hawaii, having, in due form, 
signified its consent, in the manner provided by its constitution, to cede abso- 
lutely and without reserve to the United States of America all rights of sover- 
eignty of whatsoever kind in and over the Hawaiian Islands and their depend- 
encies, and also to cede and transfer to the United States the absolute fee and 
ownership of all public, Government, or Crown lands, public buildings or edifices, 
ports, harbors, military equipment, and all other public property of every kind 
and description belonging to the Government of the Hawaiian Islands, together 
with every right and appurtenance thereunto appertaining: Therefore 

Resolved by the Senate and House of Representatives of the United States of America 
in Congress assembled, That said cession is accepted, ratified, and confirmed, and 
that the said Hawaiian Islands and their dependencies be, and they are hereby, 
annexed as a part of the territory of the United States and are subject to the 
sovereign dominion thereof, and that all and singular the property and rights 
hereinbefore mentioned are vested in the United States of America. 

The existing laws of the United States relative to public lands shall not apply 
to such lands in the Hawaiian Islands; but the Congress of the United States 
shall enact special laws for their management and disposition: Provided, That 
all revenue from or proceeds of the same, except as regards such part thereof as 
may be used or occupied for the civil, military, or naval purposes of the United 
States, or may be assigned for the use of the local government shall be used 
solely for the benefit of the inhabitants of the Hawaiian Islands for educational 
and other public purposes. 

Until Congress shall provide for the government ot such islands, all the civil, 
judicial, and military powers exercised by the officers of the existing government 
in said islands shall be vested in such person or persons and shall be exercised 
in such manner as the President of the United States shall direct; and the Presi- 
dent shall have the power to remove said officers and fill the vacancies so 
occasioned. 

The existing treaties of the Hawaiian Islands with foreign nations shali forth- 
with cease and determine, being replaced by such treaties as may exist, or as may 
be hereafter concluded, between the United States and such foreign nations. 
The municipal legislation of the Hawaiian Islands, not enacted for the fulfillment 
of the treaties so extinguished, and not inconsistent with this joint resolution 
nor contrary to the Constitution of the United States nor to any existing treaty 
of the United States, shall remain in force until the Congress of the United States 
shall otherwise determine. 

Until legislation shall be enacted extending the United States customs laws 
and regulations to the Hawaiian Islands the existing customs relations of the 
Hawaiian Islands with the United States and other countries shall remain un- 
changed. 

The public debt of the Republic of Hawaii, lawfully existing at the date of the 
peseaye of this joint resolution, including the amounts due to depositors in the 

awaiian Postal Savings Bank, is hereby assumed by the Government of the 
United States; but the liability of the United States in this regard shall in no case 
exceed four million dollars. So long, however, as the existing government and 
the present commercial relations of the Hawaiian Islands are continued as herein- 
before provided said Government shall continue to pay the interest on said debt. 
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There shall be no further immigration of Chinese into the Hawaiian Islands, 
except upon such conditions as are now or may hereafter be allowed by the laws 
of the United States; no Chinese, by reason of anything herein contained, shall 
be allowed to enter the United States from the Hawaiian Islands. 

The President shall appoint five commissioners, at least two of whom shall be 
residents of the Hawaiian Islands, who shall, as soon as reasonably practicable, 
recommend to Congress such legislation concerning the Hawaiian Islands as they 
shall deem necessary or proper. 

Sec. 2. That the commissioners hereinbefore provided for shall be appointed 
by the President, by and with the advice and consent of the Senate. 

Sec. 3. That the sum of one hundred thousand dollars, or so much thereof as 
may be necessary, is hereby appropriated, out of any money in the Treasury not 
otherwise appropriated, and to be immediately available, to be expended at the 
discretion of the President of the United States of America, for the purpose of 
carrying this joint resolution into effect. 

Senate joint resolution adopted July 7, 1898 (30 Stat. 750). 
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APPENDIX F 


SuRFACE TRANSPORTATION 
Memorandum prepared by the Department of the Interior, March 13, 1953 
ECONOMIC REGULATION 


The Federal Maritime Board currently exercises regulatory jurisdiction over 
common carriers by water engaged in transportation between ports of the conti- 
nental States, its Territories and possessions, and ports in Hawaii. The Board 
also exercises such jurisdiction over common carriers by water eng in trans- 
portation wholly within the Territory of Hawaii (46 U.8.C., 1946 ed., secs. 801 

843, 845b). The Board’s jurisdiction extends to the regulation of the rates and 
practices of such carriers. It does not issue certificates of public convenience 
and necessity. 

If Hawaii were tc become a State, in the absence of any provision to the 
contrary in the enabling legislation, regulatory jurisdiction over vessels engaged 
in commerce between Hawaii and another State would be exercised by the Inter- 
state Commerce Commission, which now regulates common carriers en in 
water transportation between the States (49 U.S.C., 1946 ed., sees. (i), 902 
(k)). The Commission does not exercise any jurisdiction over intrastate surface 
transportation, and it would have no authority to do so in the case of Hawaii. 
The Interstate Commerce Commission’s interstate jurisdiction extends to the 
regulation of rates, fares, charges, and practices (49 U.S.C., 1946 ed., sec. 905), 
as well as to the issuance of certificates of public convenience and necessity, 
without which vessels may not usually engage in interstate surface transportation 
(49 U.S.C., 1946 ed., sec. 909). 

The Federal Maritime Board’s jurisdiction over carriers engaged in trans- 

rtation between points in Hawaii would cease with the termination of Hawaii’s 

erritorial status. The Board has no jurisdiction over intrastate surface trans- 
rtation. It therefore presumably would not be significant for purposes of the 
oard’s jurisdiction, whether the channels between the islands of Hawaii are 
or are not defined or considered to be a part of the State. It appears that the 
Board’s current authority over surface transportation by water wholly within 
aa does not depend upon whether the waters are or are not a part of the 
erritory. 

It appears, also, that the jurisdiction of the Interstate Commerce Commission 
would not be affected by a provision specifying that the channels between the 
islands of Hawaii either do or do not constitute a part of the State. The Com- 
mission’s jurisdiction extends to transportation “wholly by water from a place 
in a State to a place in any other State * * *,” as well as to other transportation 
not here relevant (49 U.S.C., 1946 ed., sec. 902(i)(1)). A vessel engaged in 
transportation by water from a place in Hawaii to another place in Hawaii and 
not entering another State or its waters would not be engaged in interstate com- 
merce. Merely to cross waters not within the State would not make such trans- 

rtation interstate, and would not subject the carrier to regulation by the 
nterstate Commerce Commission. 


































APPLICATION OF THE ComMMERCE CLAUSE OF THE FEDERAL CONSTITUTION TO 
INTERISLAND TRANSACTIONS IN HawWall 






Memorandum prepared by the Department of the Interior, March 27, 1953 


This memorandum is directed to exploring certain as of the legal situation 
that would result if Hawaii were to be admitted as a State with boundaries that 
did not include the waters separating the various islands. It seeks to determine 
the extent to which the State could, consistently with the Federal Constitution, 
regulate and tax interisland commerce in the event the channels between the 
islands were to be considered outside the State. 
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It is clear that transportation necessitating passage through waters not under 
the fg or snr of a State, even though both termini of the voyage lie within the 
borders of that State, is not intrastate commerce; where the waters traversed are 
a part of the high seas such transportation is foreign commerce for the purposes 
of the commerce clause of the Constitution. In Lord v. Steamship Co., (102 U.S. 
541 (1880)), it was held that a ship transporting goods from San Francisco to 
San Diego was engaged in foreign commerce, even though both termini were in 
the State of California, since the ship of necessity passed outside the 3-mile limit 
of California’s jurisdiction. This interpretation of the meaning of ‘(Commerce 
with foreign Nations, and among the several States’ has been repeatedly reaf- 
617 cid0ay for example, in Hanley v. Kansas City Southern Ry. Co. (187 U.S. 

From these decisions it follows that the Congress would have full authority 
to regulate interisland traffic in Hawaii in the circumstances here assumed. 
However, it does not follow that the State would be deprived of the authority 
to regulate such traffic should the Congress choose to refrain from exercising 
its own superior authority. The principle is well established in our constitu- 
tional law that, in the silence of Congress, the States may regulate those aspects 
of interstate or foreign commerce that are chiefly of local significance, provided 
the regulation does not discriminate against such commerce in favor of intra- 
state commerce. Thus, in Wilmington Transportation Co. v. California R. R. 
Com. (236 U.8. 151 (1915)), it was held that sea transportation between the 
mainland of California and Santa Catalina Island (also in that Statc) was a 
matter over which the State could take jurisdiction, notwithstanding that such 
transportation necessitated p. e over waters outside California’s boundaries, 
but it was also clearly implied that the Congress had the right to impose its 
superior authority if it should desire to do so. Mr. Justice Hughes, in rendering 
the opinion of the Court in that case, pointed out that there was a well-estab- 
lished distinction between those matters of interstate or foreign commerce where, 
if any legislation should be enacted at all, it ought to be of a national or general 
character, and those other matters of interstate or foreign commerce which are 
distinctly local in character and in which it would be proper for States to act 
in a reasonable manner to meet the needs of suitable local protection in the 
absence of Federal action. In line with earlier decisions involving ferries oper- 
ating across interstate or foreign boundary waters, traffic by vessels operating 
solely between Santa Catalina Island and the mainland was held to fall within 
the latter of these two categories. 

The circumstances of interisland transportation in Hawaii seem sufficiently 
akin to those considered in the Wilmington case to bring such transportation 
within the principle of that case. If so, the State could regulate the interisland 
transportation, provided it did so in a nondiscriminatory manner, and provided 
no inconsistent action had been taken by the Congress. 

With respect to the validity of State taxation of interisland commerce, some- 
what different concepts are applicable. While the States may tax the property 
used in carrying on interstate and foreign commerce or the net geet derived 
from such commerce, they may not tax the commerce itself. us, a State 
may not impose a gross-receipts tax on revenues derived from the sale of inter- 
state or foreign transportation services unless the tax is properly apportioned. 
In the application of these principles ferries across boundary waters are treated 
aa as other carriers (Glouster Ferry Co. v. Pennsylvania, 114 U.S. 196 

Situations where the transportation begins and ends within the same State 
have the subject of a number of decisions. In Lehigh Valley R.R. Co. v. Penn- 
sylvania (145 U.S. 192 (1892)), it was held that, though the commerce in question 
(transportation between two points in Pennsylvania through New Jersey) was 
interstate, it could be taxed by the State within which both ends of the journey 
were located. This view was more precisely stated in Central Greyhound Lines, 
Inc. v. Mealey (334 U.S. 653 (1948)), in which it was held that the State within 
which both termini of a bus journey were located could levy a tax on that part 
of the gross receipts from the transportation services which was proportionate 
to the part of the journey performed within the State, but not on the total gross 
receipts. A tax levied upon the total gross receipts, it was held, would unduly 
burden interstate commerce. 

The cases cited in the foregoing paragraph indicate that Hawaii could impose 
a tax upon the gross receipts from interisland transportation services if the 
tax was an ‘“‘apportioned”’ one, that is, measured by the portion of the receipts 
attributable to the portion of the services performed within the State. It is 
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possible, however, that Hawaii might be able to tax the total gross receipts, 
without apportionment, for reasons indicated below. 

In Cornell Steamboat Company v. Sohmer (235 U.S. 549 (1914)), a tax imposed 
by the State of New York upon the total gross receipts from water transporta- 
tion between two points in that State was sustained, notwithstanding that the 
territorial waters of New Jersey were traversed in the course of the voyage. 
The court stated that “tra rtation between the ports of the State is not 
interstate commerce, excluded from the taxing power of the State, because 
as to a part of the journey, the course is over the territory of another State.’’ 
This language was sharply criticized in the Central Greyhound case. The Court 
there said (pp. 661 and 662) that the tax could have been sustained on the ground 
that it was not a burden, in the constitutional sense, on interstate commerce, 
and should not have been sustained on the ground, which the court regarded 
as fictional, that interstate commerce was not involved. The court further stated 
(p. 662) that New Jersey’s relation to the water transportation involved in the 
Cornell case was ‘very different’’ from the relation of that State to the highwa 
transportation involved in the Central Greyhound case. As so distinguished, 
the Cornell case would appear to support the proposition that a State can tax 
the total gross receipts from transportation that begins ahd ends within the State, 
but goes outside of it in the course of the journey, provided the circumstances 
of the out-of-State part of the journey are such that interstate commerce will not 
be burdened if the receipts from that part of the journey are included in the 
measure of the tax. 

In the application of this proposition, a factor of key importance would seem 
to be whether the out-of-State part of the journey could be taxed by another 
State or foreign country, thus leaving the door open to dual taxation if penegee 
ment is not required. In the Central Greyhound case, the right of the States 
through which the bus traveled to tax the part of the journey performed on their 
highways was conceded, and clearly influenced the conclusion of the court that 
the gross receipts tax imposed by New York must be similarly apportioned. 
In the Cornell case, on the other hand, it is doubtful whether New Jersey could 
have taxed any part of the gross receipts, as the transportation within that State 
was confined to passage through the navigable waters along its boundary, and 
did not involve the use of any facility provided by the State. Since interisland 
transportation in Hawaii presents no possibility of dual taxation, it could be 
argued with considerable force of reason that such transportation would come 
within the principle of the Cornell case, even as distinguished in the Central 
Greyhound case. 

Another line of decisions governs the extent to which the State could apply 
its sales or use taxes to the value or sales price of goods sold by a vendor on one 
island for delivery to a purchaser on another island. It is well settled that goods 
are not exempted from State taxation merely because they have been brought 
into the State through the channels of interstate or foreign commerce. Where 
the goods originated in a foreign country, they cannot be taxed while they remain 
in the hands of the importer and in their original packages. Where the goods 
originated in another State, they cannot be taxed until the interstate transporta- 
tion has ended and they have become a part of the common mass of property 
within the State. Once these requirements have been fulfilled, a State sales or 
use tax may be imposed on subsequent transfers of the goods between parties 
within the taxing State, so long as the tax does not discriminate against the goods 
Casa of their out-of-State origin, Henneford v. Silas Mason Co. (300 U.S. 577 

). 

In McGoldrick v. Berwind-White Co. (309 U.S. 33 (1940)), the Court was 

called upon to decide the question whether New York City could impose its re- 
tail sales tax upon certain sales of coal made by a vendor in that city to a 
urchaser in that city. The coal in question was sold under contracts made in 
New York City that provided for delivery of the coal at the purchaser’s facili- 
ties in the city. After the contracts were made the vendor caused the coal to 
be moved from its mines in Pennsylvania, through New Jersey, to the pur- 
chaser’s facilities in New York City. The Court upheld the application of 
the tax to these sales, saying, in the words of Mr. Justice Stone: 

‘Respondent, pointing to the course of its business and to its contracts which 
contemplate the shipment of the coal interstate upon orders of the New York 
customers, insists that a distinction is to be taken between a tax laid on sales 
made, without previous contract, after the merchandise has crossed the State 
boundary, and sales, the contracts for which when made contemplate or require 
the transportation of merchandise interstate to the taxing State. Only the 
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sales in the State of destination in the latter class of cases, it.is said, are 
tected from taxation by the commerce clause, a qualification which respondent 
concedes is a salutary limitation upon the reach of the clause since its use is thus 
precluded as a means of avoiding State taxation of merchandise transported to 
the State in advance of the purchase order or contract of sale. 

“But we think this distinction is without the support of reason or authority. 
A very large part, if not most of the merchandise sold in New York City, is 
ae interstate to that market. In the case of products like cotton, citrus 
fruits and coal, not to mention many others which are consumed there in vast 
quantities, all have crossed the State line to seek a market, whether in fulfill- 
ment of a contract or not. That is equally the case with other goods sent from 
without the State to the New York market, whether they are brought into 
competition with like goods produced within the State or not. We are unable 
to say that the present tax, laid generally upon all sales to consumers within 
the State, subjects the commerce involved where the goods sold are brought 
from other States, to any greater burden or affects it more, in any economic 
or practical way, whether the purchase order or contract precedes or follows the 
the interstate shipment. Since the tax applies only if a sale is made, and in 
either case the object of interstate shipment is a sale at destination, the deterrent 
effect of the tax would seem to be the same on both. Restriction of the scope of 
the commerce clause so as to prevent recourse to it as a means of curtailing State 
taxing —— seems as salutary in the one case as in the other.” 

The logic of this decision would appear to impel a conclusion that interisland 
sales of goods in Hawaii would be subject to the taxing jurisdiction of that State, 
even though the goods had to move across waters outside the State in the course 
of their delivery from the vendor to the purchaser, provided the jurisdiction was 
exercised in a manner that did not discriminate against the interisland sales. 
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86TH CONGRESS t SENATE | Revort 
1st Session No. 81 


AUTHORIZING FREE COMMUNICATION SERVICES TO OFFICIAL 
PARTICIPANTS IN THE NINTH PLENARY ASSEMBLY OF THE 
INTERNATIONAL RADIO CONSULTATIVE COMMITTEE 


Marcu 5, 1959.—Ordered to be printed 


Mr. Macnuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S.J. Res. 47) 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the joint resolution (S.J. Res. 47) providing that certain 
communication activities at the Ninth Plenary Assembly of the 
International Radio Consultative Committee to be held in the 
United States in 1959 shall not be construed to be prohibited by the 
Communications Act of 1934 or any other law, having considered the 
same, report favorably thereon without amendment and recommend 
that the joint resolution do pass. 


PURPOSE 


The purpose of Senate Joint Resolution 47 is to (a) permit U.S, 
common carriers to render free communication services to official 
participants at the Ninth Plenary Assembly of the International Radio 
Consultative Committee (CCIR); and (6) to permit qualified official 
peste res in the Assembly to operate an amateur radio station 
icensed by the FCC to be located at the conference, subject to rules 
and regulations to be issued by the FCC. 


GENERAL STATEMENT 
_ The Ninth Plenary Assembly of the International Radio Consulta- 


tive Committee (CCIR) is a major international conference scheduled 
to meet in Los Angeles, Calif., from April 1 to April 30, 1959, for the 
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purpose of discussing a whole range of technical problems involving 
radio. The International Radio Consultative Committee is a per- 
manent organ of the International Telecommunications Union which 
is composed of representatives of almost all of the nations of the world. 

It has been called to the attention of your committee that it is 
customary for the host government to extend the courtesies of free 
communication services to the official participants whenever such 
conferences are held within the structure of the International Tele- 
communications Union. Under existing law and various rules and 
regulations promulgated by the Federal Communications Commission, 
such services are prohibited. 

In 1947, the Congress adopted a resolution similar to Senate Joint 
Resolution 47, which gave franking privileges to members of the na- 
tional delegation who attended the Atlantic City Radio and Pleni- 
potentiary Conference held in Atlantic City, N.J., during the period 
of the conference. This resolution would provide a temporary waiver 
of the restrictive provisions of existing law and regulations for the 
period of the International Radio Consultative Committee meeting, 
April 1 to April 30, 1959. 

It should be pointed out that U.S. common carriers would not be 
required to extend the free privileges to the official participants in the 
conference, since the resolution is merely permissive. Accordingly, 
the carriers may grant the free services, if they so desire. Further, 
the legislation would not involve any expense to the Government of 
the United States. 

The FCC has notified your committee that it has issued an authori- 
zation for an amateur station to be located at the site of the CCIR 
conference and the call letters of this station will be K6USA. 

The FCC has also advised us that similar privileges with reference 
to amateur operations were accorded members of national delegations 
attending CCIR conferences in Europe. Your committee feels the 
privileges afforded by this legislation comes under the heading of good 
public relations, comity between nations, and reciprocity. 


CONCLUSION 


This resolution would remove the limitations on the granting of 
free communication services contained in sections 201, 202, 203, 204 
205, and 210 of the Communications Act of 1934, as amended, as well 
as sections 41 and 61 of the Commission’s rules and regulations. In 
addition, the resolution would also waive the limitations now con- 
tained in sections 301, 208(b), 310(a)(1), 319(a) as well as section 12.28 
of part 12 of the Commission’s rules and regulations, but only for the 
period of the International Radio Consultative Committee Confer- 
ence. This exemption would be temporary in nature and in accord 
with custom and practice in such world conferences. 

Your committee recommends enactment of the resolution. 


AGENCY COMMENTS 


The favorable comments of the Federal Communications Commis- 
sion and the Department of State dated February 19 and February 
24, 1959, respectively, follow: 
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Frperat Communications Commission, 
Washington, D.C., February 19, 1959. 
Hon. Warren G, Macnuson, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
U.S. Senate, Washington, D.C. 


Dear Senator Magnuson: It is the understanding of this Com- 
mission that your committee has before it for consideration S.J. Res. 
47, a joint resolution providing that certain activities at the Ninth 
Plenary Assembly of the International Radio Consultative Committee 
to be held in the United States in 1959 shall not be construed to be 
prohibited by the Communications Act of 1934, or any other law. In 
view of the Commission’s interest in this matter, and the short period 
of time until the Assembly meets, we are submitting our comments 
on the resolution at this time. 

Tbe Commission is in favor of the objectives set out in the joint 
resolution, In this connection, we would like to point out that prior 
to the Atlantic City Radio and Plenipotentiary Conferences, the Com- 
mission by letter to the Department of State dated March 12, 1947, 
suggested that legislation be introduced to permit all U.S. private tele- 
communications companies to provide free service (which would other- 
wise be prohibited “ sec. 203(c) of the Communications Act as 
amended) to the officials at those conferences. This led to the enact- 
ment by the Con of Joint Resolution 102, 80th Congress, on 
May 13, 1947. The resolution reads, as follows: 

“Resolved by the Senate and House ‘of Representatives of the United 
States of America in Congress assembled, That nothing in the Communi- 
cations Act of 1934, as amended, or in any other provision of law 
shall be construed to prohibit United States communication common 
carriers from rendering free communication services to official partici- 

ants in the world telecommunications conferences to be held in the 
nited States in 1947, subject to such rules and regulations as the 
Federal Communications Commission may prescribe.”’ 

This Commission is pleased to support the adoption of a similar 
resolution for the 1959 CCIR meeting and, if it is adopted, will issue 
the necessary rules to permit all U.S. communications common car- 
riers, if they so desire, to offer free communication service to officials 
participating in the meeting. 

This Commission also supports the proposal to permit operation of 
a U.S. amateur station by qualified official participants at the As- 
sembly, and if the resolution is adopted, the action necessary to 
implement it will be taken. Additionally, it should be noted that 
the Commission has recently issued an authorization for an amateur 
station to be located at the site of the CCIR conference. 

If the Commission may be of further assistance in this matter, 
please advise us. 

By direction of the Commission: 


Joun C. Dorrrer, Chairman. 








4 AUTHORIZING CERTAIN FREE COMMUNICATION SERVICES 


Fresruary 24, 1959, 
Hon. Warren G. MaGnvuson, 


Chairman, Committee on Interstate and Foreign Commerce, U.S. Senate. 


Dear Senator Macnuson: I have received your letter of February 
11, 1959, requesting the Department’s comments on Senate Joint Reso- 
lution 47, which provides, that certain communication activities at the 
Ninth Plenary Assembly of the International Radio Consultative Com- 
mittee to be held in the United States in 1959, shall not be construed 
to be prohibited by the Communications Act of 1934 or any other law. 

The Plenary Assembly of the International Radio Consultative 
Committee will be a major international conference. The Depart- 
ment believes that every effort should be made to insure its success 
and, accordingly, a number of arrangements are being made for the 
convenience of attending delegates. it is customary in such instances 
to facilitate communications from the conference site through the pro- 
vision of free services by commercial or other facilities. In the present 
instance the Department fully concurs with the purposes of Senate 
Joint Resolution 47 and, consequently, supports its adoption. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Wit11am B. Macomber, Jr., 
Assistant Secretary 
(For the Acting Secretary of State): 
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NASA SUPPLEMENTAL AUTHORIZATION FOR FISCAL 
YEAR 1959 


Marca 5, 1959.—Ordered to be printed 


Mr. Stennis, from the Committee on Aeronautical and Space Sciences, 
submitted the following 


REPORT 


‘To accompany 8. 1096] 


The Committee on Aeronautical and Space Sciences, to whom was 
referred the bill (S. 1096) to authorize appropriations to the National 
Aeronautics and Space Administration for salaries and expenses, 
research and development, construction and equipment, and for other 
neprem having considered the same, So favorably thereon 
without amendment and recommend that the bill do pass. 


Purpose oF THE BILL 


The purpose of the bill is to authorize supplemental appropriations 
for the National Aeronautics and Space Administration for the fiscal 
year 1959 totaling $48,354,000. 5 

The authorizations, in terms of the three NASA appropriations, 
are as follows: 

Salaries and expenses 
Research and development. 20, 750, 000 
Construction and equipment 24, 250, 000 


SALARIES AND EXPENSES 


_ The $3,354,000 supplemental estimate for salaries and openers 


is to cover the cost of the salary increases provided for by the Federal 
Employees Salary Increase Act of 1958, but for which funds were not 
requested last year. It does not provide for any additional positions 
beyond NASA’s previously planned growth from 7,892 employees 
at the end of fiscal year 1958 to 8,961 employees at the end of fiscal 
year 1959. Average employment for fiscal year 1959 as a whole 
is estimated at 8,300. By way of comparison, the NASA program 
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for fiseal year 1960 calls for average civilian employment of 9,600, 
with a total of 9,988 at the end of the fiscal year. 


RESEARCH AND DEVELOPMENT 


The $20,750,000 supplemental estimate for research and develop- 
ment is earmarked entirely for the manned space flight program— 
Project Mercury. These funds are requested in order to permit 
making as rapid progress as possible in the effort to prove our ability 
to send man into orbital flight and return him safely to earth. 

Fiscal year 1959 funds already available for Project Mercury total 
$37,661,200. The $20,750,000 additional authorization in this bill 
would increase the 1959 program to $58,411,000. The budget request 
for 1960 for Project. Mercury is $70 million and Dr. Glennan, the 
Administrator of NASA has testified that “before we have completed 
this first U.S. effort to put man into space, the bill will have exceeded 
$200 million.” 

The $20,750,000 research and development supplemental for fiscal 
year 1959 consists of $4 million for the design, engineering, and early 
construction phases of the 1959-60 program for 12 satellite capsule 


systems; $16 million for 8 boosters (4 Redstone and 4 Atlas) for short- 
range test and qualification flights ; $200,000 for data acquisition and 
handling equipment; $500,000 for simulators and personnel equipment 
for human factor research and personnel training, and $50,000 for 
other research and development costs. 


CONSTRUCTION AND EQUIPMENT 


The $24,250,000 supplemental estimate for construction and equip- 
ment consists of three principal segments: 
Jet Propulsion Laboratory (Pasadena, Calif.) ......---------.---- $9, 000, 000 


Tyetting (ages .. « « cccckuhavoccuscannadcocsnsccorennTTe ws 12, 050, 000 
Propulsion development facilities 


JET PROPULSION LABORATORY 


The Government-owned property and equipment of Jet Propulsion 
Laboratory (JPL) of the California Institute of Technology near 
Pasadena, Calif., was transferred to the NASA by Exccutive Order 
10793, dated December 3, 1958. In the past, JPL has done out- 
standing research and. development work in missile, satellite, and 
space probe fields through its contributions to the areas of solid 
propellent rockets, guidance systems, and electronic instrumentation, 
communication, and tracking systems. The NASA expects to rely 
heavily on JPL in the future for further advanced research and 
development in all of these areas in support of the national space 
program. 

JPL was established before the promulgation of safety codes dealing 
with liquid and solid rocket propellants. Subsequently safety code 
standards have made most of the rocket test facilities at the Pasadena 
site nonconforming. All but 10 of the 92 facilities now located on 
the 80-acre wperaeeey site are operating on safety waivers. These 
waivers make it illegal to modify the existing facilities to meet chang- 
ing needs and thus severely restrict the potential future effectiveness 
of the laboratory. The effectiveness of the laboratory is also limited 
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by inadequate vehicle assembly areas, guidance laboratories, and 
supporting facilities. 

The $9 million supplemental funds for JPL will cover the modern- 
ization and expansion of its facilities to provide for a strengthening of 
its research and development support of the NASA space program. 
Acquisition of a site of approximately 60 acres will permit the reloca- 
tion of various rocket test facilities and associated equipment to a 
nonhazardous location where safety code standards can be met. 
Another site acquisition of approximately 7 acres, currently under a 
rental agreement, will provide for future expansion. Provision is 
also made for roads, water, and other utilities to service the new areas, 
as well as for a new substation and transformer bank addition to 
provide power for the proposed facilities. 

The additional authorization for JPL also covers the construction 
of a vehicle assembly building, the expansion of the guidance labora- 
tory, and the modernization of several existing supporting facilities. 
Estimated completion time for the project is 14 months. 


COST ESTIMATES 


The $9 million for relocation and expansion of the JPL facilities is 
broken down as follows: 
Land acquisition (67.56 acres) 
Roads and utilities 
SUIT, GE Te a ee I, 931, 800 
Modernization of existing supporting facilities 
New supporting facilities 


TRACKING FACILITIES 


The $12,050,000 for tracking facilities will provide the basic track- 
ing, data acquisition, and communications capability essential for 
instrumentation coverage of satellites and space vehicles to be flown 
during the next 12 to 18 months. Nine new tracking sites are to be 
established and some improvement will be made to existing equipment. 

Each of the new tracking stations will require an area of 30 to 50 
acres for the initial installation, plus an additional 30 to 50 acres to 
allow for possible future expansion. Some use restrictions must also 
be placed on the area surrounding each site in order to avoid con- 
struction of industrial facilities which would interfere with the proper 
operation of sensitive radio tracking equipment. The size of eac 
restricted area will depend upon the local terrain, but will extend to 
an estimated 1- or 2-mile radius around the station, 

It is expected that the new stations will be located either on leased 
land or on existing U.S. property so that new land purchases will not be 
involved. 

It is estimated that some 20 to 25 persons will be required to manage 
and operate each station. 

Three general classes of equipment will be involved in this program, 
as follows: 


1. Extension and improvement of earth satellite electronic tracking 
network 


Experience gained during the initial eae of minitrack electronic 
tracking stations in the International Geophysical Year (IGY) track- 
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ing satellite program has established the need for improving and a 
menting existing oqpipaaent in order to provide more reliable handling 
and transmission of tracking data and to provide increased capabilit 
for tracking of satellites in high inclination orbits. To accompli h 
these objectives it is planned to establish four new electronic wack 
stations, located in Alaska, the United States, Newfoundland, an 
Europe, and to install additional and improved equipment at some 
of the existing minitrack stations. 

The equipment to be installed at each of the new stations includes 
antenna arrays, telemetry receiving equipment, communications 
equipment, command transmitters, and calibration equipment. It is 
also necessary to shift the operation of all stations to a higher radio 
frequency since the 108 megacycle frequency presently used for 
tracking U.S. satellites was temporarily assigned for the IGY. To 
make this change to a permanently assigned higher frequency will 
require reworking all minitrack radio receiving equipment and antenna 
arrays. 


2. Space probe tracking network 


The tracking and reception of telemetry data from space probes 
will require special high-gain, low-noise receiving systems at several 
points on the earth’s surface. Accordingly, it is planned to provide 
a network of stations to support. flight experiments of this type. One 
of these stations has been built at Goldstone, Calif. The supple- 
mental 1959 funds will provide for the establishment of two additional 
stations, one in Australia and the other in South Africa. Each station 
will include large parabolic-antenna equipment to pick up the low- 
level a sensitive radio receiving equipment, and an electronic- 
hydraulic servo system for controlling the antenna. The supplemental 
authorizations will provide for initial site preparation and for procure- 
ment of basic equipment. 


8. Equipment for support of manned space vehicles 

(a) Insertion tracking and guidance system.—Detailed studies of the 

pee of recovering earth satellites, particularly manned systems, 

ave pointed to the desirability of northeast launchings from the 
Atlantic missile range site at Cape Canaveral with recoveries on the 
second and third orbits down the existing Atlantic missile range com- 
plex. Such operations will require the installation of precision radar 
acquisition, tracking, communication, and associated systems at Ber- 
muda to provide accurate trajectory information on the satellite after 
booster cutoff to establish that the satellite is in the desired orbit and 
to initiate abort action if unsatisfactory conditions exist. This station 
will also provide down-range data acquisition capabilities for long-range 
missiles and satellites launched from the NASA station at Wallops 
Island, Va. 

(b) Initial reentry tracking and control system.—Recovery of a man- 
ned satellite system on the second and third orbit down the Atlantic 
missile range will require precision tracking of the satellite during the 
reentry phase. It is therefore, proposed to install precision radar acqui- 
sition, tracking, communication, and associated systems at Hawait to 
ere initial impact point prediction during the first phase of satel- 
ite reentry. This station will also provide emergency comman 
control of retro rocket firing in the satellite in the event of malfunc- 
tioning of its preset timer systems. 
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(ec) Midcourse reentry and landing tracking system.—In order to pro- 
vide adequate precision tracking of a reentering satellite between the 
areas in Western and Eastern United States now covered by existing 
range systems, it will be necessary to provide precision radar acquisi- 
tion tracking, communications, and associated systems at a location in 
southern Texas. This station will be equipped for precision tracking 
of satellites launched northeast from Cape Canaveral on the first, 
second, and third orbits, and will provide refinement of the impact 
point prediction for satellite recovery on the second or third orbits 
down the Atlantic missile range. This station will also provide a 
critical tracking capability during the final oa) of reentry and land- 
ing, if land recovery of the satellite on the Texas plains during the 
first, second, or third orbit is required. The precise location of this 
station cannot be determined at this time pending further study of 
the exact flight paths of the manned satellites. 


COST ESTIMATES 
The $12,050,000 for tracking facilities is broken down as follows: 


Extension and improvement of satellite electronic tracking stations 


Equipment and facilities for 4 new stations 

Modification and improvement of 12 existing stations 

Facilities for space probe tracking network (2 new stations) 
Equipment for support of manned space vehicles (3 new stations) - - - 


PROPULSION DEVELOPMENT FACILITIES 


The capability of placing large payload satellites in earth orbits 
or of operating advanced scientifie manned and unmanned payloads 
to the near planets is dependent upon the availability of rocket 
boosters developing over 1 million pounds of thrust. order to 
obtain these thrusts with a high reliebility, the NASA is developing 
under contract, a single-chamber rocket engine having a nominal 
thrust of 1 million pounds. This engine development is expected to 
be complete in about 4 years. 

The development of this powerplant, which will be some four times 
the size of its largest forerunner, requires extensive and expensive 
facilities for its fabrication and testing. In planning this program, 
NASA has followed the principle of taking advantage of the provisions 
of the National Aeronautics and Space Act of 1958, permitting 
NASA to use facilities and other resources made available by other 
Government agencies, whenever time and money could be saved 
thereby. The engine development program ‘has been planned to 
make the fullest practicable use of existing facilities, such as the large 
test stands at Edwards Air Force Base.’ Operated by Rocketdyne 
Division of North American Aviation Corp., these stands will satisfy 
the basic test stand requirements of the NASA engine p m. 
ante machine tools installed at Rocketdyne by the Air Force 
for the ballistic missile development program will be used to obviate 
the need for lange expenditures under the NASA program for such 
machine tools. me additional facilities must be acquired, however, 
for the million pound thrust engine development. 
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It will be necessary to provide funds during fiscal year 1959 for the 
adaptation of, and additions to, facilities presently existing at the test 
sites the contractor will use in the NASA program. Specifically, 
facilities are needed for development work on the turbopump, gas 
generator, thrust chamber, controls, and other items. NASA states 
that proper development of this overall engine requires that each of the 
components be developed independently and that development must 
be started on all of the components soon if the final engine development 
is to be completed within the allotted time. Testing of the com- 
pleted engine will be on stands provided by the Department of Defense 
at Edwards Air Force Base. 

The specific items to be covered by the $3,200,000 supplemental 
request are as follows: 

Gas generator and control facility (Rocketdyne test site, Santa 
Susanne, Calif.) .......-«8 Ji L2u0s WOOT AU. Ai Dee AG ia $471, 000 


Turbopump test facility (Rocketdyne test site, Santa Susanna, Calif.). 563, 000 
Laboratory and manufacturing equipment (Rocketdyne plant, Canoga 


NR csp. om tceo bcd acts hme epleiesen a ea are acme a nied 366, 000 

Test, stand modifications (Edwards Air Force Base, Calif.)........_- 1, 800, 000 
Test stand 1A (existing stand) - -_......-..--------- $944, 500 
Test stand 2A (under construction) .........-.---..-. 219, 300 
Test stand 1B (to be constructed) _._.........---.-. 636, 200 


The committee is not satisfied that the executive branch has 
planned the most appropriate funding arrangement for the test stands 
at Edwards Air Force Base r uired for the 1 million pound thrust 
engine. The committee wholeheartedly supports the efforts being 
made by NASA to use existing facilities rather than duplicate them 
and is pleased with the cooperation extended by the Department of 
Defense in this regard. There is a question, however, which is not 
yet. fully resolved, concerning the funding of the third test stand 
(stand 1B) at Edwards Air Force Base. 

On exploring this matter with NASA, the committee was provided 
with the following statement: 


1. In programing the million pound thrust rocket develop- 
ment, the NASA has taken advantage of the provisions of the 
Space Act permitting NASA to draw upon facilities and other 
resources proferred ~ other Government agencies wherever 
time and money could be saved. 

2. The Air Force has supported this NASA effort by mak- 
ing available suitable Air Force facilities procured for Air 
Force programs at Edwards Air Force Base and at the Rock- 
etdyne plant and test sites which can be shared by or as- 
signed to the million-pound engine program without damage 
to defense programs. By carefully programing the use of 
such facilities, all presently foreseen needs of the million- 
pound rocket development for basic facilities will be met 
with the exception of one large test stand. The facilities 
loaned by the Air Force are termed “basic” in that they in- 
volve such items as general purpose machine tools, and fixed 
structures such as buildings and test stands with their built-in 
instrumentations, control elements, and utilities, all of which 
are intended to have long-term usefulness serving @ succes- 
sion of. development programs. However, these. basic facil- 
ities must be modified to va ing degrees to adapt them to 
the particular needs of the N A program. , certain 
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additional facility items, predominantly of a severable char- 
acter, must be procured for use in conjunction with the basic 
Air Force facilities. Examples of such items are larger fuel 
and oxidizer tanks and associated plumbing and specialized 
instrumentation. 

3. The NASA fiscal year 1959 supplemental request for 
$3.2 million is intended to cover only these additions to and 
modifications of the basic Air Force facilities in order to 
satisfy the peculiar requirements of the big engine develop- 
ment. Approximately $1.8 million of this amount will be 
spent at Edwards Rocket Test Station. 

4. For the efficient and timely conduct of this engine 
development, the contractor needs a complex of three large 
test stands meeting a combination of criteria as to safety, 
nuisance potential, accessibility, power and water supply, 
and availability at minimum cost. The Air Force large test 
stand complex at Edwards alone could be made to satisfy 
all these environmental criteria on time. Fortunately, it also 
represented the cheapest solution. However, one additional 
two-position stand had to be constructed to complete a 
three-stand complex. Although the Air Force had planned 
to construct this stand in fiscal year 1960 to meet anticipated 
Air Force needs, the construction date would have to be 
advanced to match the million pound engine scheduled need 
date of October 1960. Consequently, the Air Force, after 
DOD and BOB reviews, is requesting congressional approval 
to spend $4 million fiscal year 1959 Air Force funds to con- 
struct this stand at once. 

5. The NASA urges that the approval sought by the Air 
Force be granted. ‘Only by exploiting the momentum of Air 
Force planning and design efforts can this facility be acquired 
in time to avoid delays in this engine program which is pivotal 
to the national space program. 

6. Enclosed are two documents. The first is a letter to 
Secretary of the Air Force dated October 24, 1958, from Dr. 
Glennan, requesting the use of Air Force facilities in the 
prosecution of the million pound engine program; and, 
secondly, a letter to the Secretary of Defense dated January 
15, 1959, from Dr. Glennan, suggesting DOD approval of the 
Air Force request to spend fiscal year 1959 Air Force funds 
to construct test stand 1-B at Edwards Test Station. 


OcToBEr 24, 1958. 









































































































































Hon. James H. Dovenas, 
Secretary of the Air Force, 
Washington, D.C. 


My Dear Mr. Secrerary: As I mentioned to you when I met 
with you the other day, we have given consideration to the method 
of handling the contract for the million pound single chamber liquid 
rocket development proposed by you in your memorandum of October 
9. Incidentally, we refer to the thrust as nominally 1 million pounds 
although our specifications will require that the rocket be designed 
to produce, ultimately, a thrust of one million and a half pounds. 
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While I appreciate very much your offer to have the Air Force 
serve a program manager, we have decided, in this instance, to con- 
tract directly with the winner of a competitive negotiation for which 
a bidder’s conference was held on October 21. The proposals for the 
engine contract will be opened November 24. I want you to know 
that studies carried out under the supervision of the Air Force have 
been of great value in preparing the invitations for proposals. Fur- 
ther, the Wright Air Development Center Propulsion Laboratory has 
cooperated fully in supplying a list and an availability schedule of 
Air Force facilities to be made available for this development. In all 
of this preliminary effort, Col. Donald H. Heaton of the Aeronautics 
Division, Office of the Director of Research and Development, and 
Mr. C. W. Schnare of the Propulsion Laboratory of Wright Air Devel- 
opment Center have served as members of a Technical Advisory 

ommittee for Propulsion organized by NASA. ARPA, the USN, 
and AOMC also were represented on the Committee. 

It is our desire to continue to work in the closest cooperation with 
the Air Force in thisdevelopment. To this end, we invite you to name 
a project liaison officer to work directly with the NASA project group 
on this engine development and to participate in the technical decisions 
to be made in the management of this contract. 

We leok forward to your, cooperation in permitting the use of Air 
Force-owned and, where appropriate, Air Force-operated plant and 
test facilities. It is our wish not to duplicate Air Force facilities. 
One.of the very large responsibilities of the Air Force liaison officer will 
be to coordinate the availability of Air Force facilities with the needs 
of the development program. 

In closing, may | point out that our decision in this particular 
instance does not constitute a decision to follow this method of contract 
placement for all of our work. Indeed, we now plan to contract with 
and through your Ballistics Missiles Division for a space probe as a 
followon to the three lunar probes which have been or will be carried 
out by that organization. e propose to make use of every effective 
method of accomplishing our task—in this instance, we have chosen 
what seems to us to be the best course. May I count on your con- 
tinued interest and support? 

Sincerely, 
T. Kerra Giennan, Adminisirator. 


JANUARY 15, 19593 
Hon. New McE roy, 
Sécretary of Defense, 
Washington, D.C. 

Dear Mr. McExtroy: The NASA has completed negotiations with 
the Rocketdyne Division of North American Aviation to develop and 
test a 1 million to 1} million pound thrust liquid propellent rocket 

owerplant. The test schedules for this engine require the use of the 
following facilities at the Edwards Air Force Base: Stand 1-A, now 
existing, starting in March 1960; stand 2—A, which is now under con- 
struction, starting in December 1959; proposed stand 1-B, beginning 
in October 1960. Indications are that these dates can be met if the 


Air Force schedule and plans to construct test stand 1-B are approved. 
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The use of all three stands is essential. Since the Air Force has 
planned to fund and has initiated the planning and preliminary design 
of test stand 1-B, the NASA has not provided for such a facility. 

In view of the national importance of the program to develop a 
large booster rocket engine, delays in the completion of this project 
would be detrimental to the program. Therefore, it is recommended 
that approval be given to the Air Force to fund and build test stand 
1-B in support of the NASA development program. 

Sincerely yours, 
T. Kerra Guennan, Administrator. 


Early in February, the Air Force requested congressional approval 
for the reprograming of approximately $4 million of funds currently 
available to the Air Force for use in the construction of rocket engine 
test stand 1-B. In support of this request, the Air Force stated: 


Stand 1-B is initially required for the 1 million pound to 
1.5 million pound thrust rocket engine development by the 
National Aeronautics and Space Administration. It will be 
used later for development of vehicle stages for military 
programs using this engine. With the approval of the 
Advanced Research Projects Agency, the Air Force has 
aggressively cooperated with the NASA in planning on accel- 
erated development programs for this engine, and has com- 
mitted manpower and resources to this evelopment. The 
Air Force cooperation has been received favorably by NASA. 

The advanced vehicle stand 1-B is proposed for Air Force 
rather than ARPA funding on the basis that the weapon 
system programs it will support are an admixture of Air 

orce and ARPA effort. For example, it is planned to use 
the stand not only to support space programs but also such 
projects as evolve from Dyna Sous will use the booster de- 
veloped on this stand. In addition, the stand will be needed 
for developing operational launching techniques and in- 
structor training which are very important factors as the Air 
Force prepares for the operational phases of new weapons 
systems. 


The committee is informed that the House Committee on Appro- 

—— has rejected this Air Force reprograming request on the 
asis that this test stand should more properly be financed by NASA 

or ARPA. Since the primary use of this stand will be to test the 
1 million pound thrust engine for which NASA is responsible, it would 
appear logical for it to be financed in its entirety by NASA. However, 
this situation is admittedly complex and development of this important 
engine might be delayed if authorization for the construction of test 
stand 1-B were held up pending unraveling all elements of the situa- 
tion and establishment of clear-cut criteria for financing space projects 
of interest to both NASA and the Department of Defense. 

There is no disagreement concerning the need for three test stands 
at Edwards Air Force Base for the million pound thrust single chamber 
engine. It would appear that the confusion as to what, if any, 
element of the Department of Defense should fund test stand 1-B is 
related to an incipient “roles and missions” struggle. Consequently, 
im order to assure that there is no delay in the space program, this 
committee recommends approval of the NASA supplemental authori- 
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zation request as submitted, on the assumption that arrangements 
will be consummated for the Department of Defense to construct test 
stand 1-B. 

It is the intention of the committee to review this situation in some 
detail in relation to the need for establishment of clear-cut criteria 
for funding space projects. If this review indicates the desirability of 
any change in the initial arrangements made for funding the test 
stands at Edwards Air Force Base, such changes can be made in the 
months ahead. In the meantime, their construction can be under- 
taken without delay. 

ADEQUACY OF FUNDS 






During the joint hearings of January 29 and 30, 1959, before the 
Preparedness Investigating Committee of the Committee on Armed 
Services and the Committee on Aeronautical and Space Sciences, sev- 
eral key witnesses testified as to the need for greater supplemental 
funds for the U.S. space program. For example, Mr. Roy Johnson, 
Director of the Advanced Research Projects Agency, gave the follow- 
ing testimony: 

Mr. Jonnson. I believe in fiscal year 1959 that there should 
be a supplemental appropriation. 

We have asked the Secretary of Defense in ARPA for some 
$40 million supplemental funds to pursue the big booster. 
We have asked for more money for early warning satellites 
and for another classified program that the Joint Chiefs of 
Staff have proposed to us just recently. 

The new civilian agency and ourselves have also discussed 
other funding that is needed. In 1959. In other words, I 
believe that something in the order of $150 million more 
money is needed in fiscal year 1959, and that the same 
amount of money is needed, perhaps a little more, in fiscal 
year 1960. 


Dr. Wernher von Braun, Director of the Development Operations 
Division of the Army Ballistic Missile Agency, testified: 


Mr. West. What other recommendations would you care 
to make which would tend to accelerate our activity in the 
space age? 

Dr. von Braun. I am again referring to this 1.5 million 
pound cluster booster that ARPA assigned to us at ABMA. 

We would find it most helpful if we could spend an addi- 
tional $40 million in fiscal year 1959, and an additional $100 
million in fiscal 1960 on this one project. 

Mr. Weist. What would that do? 

Dr. von Braun. As I said, it would give this country an 
earlier capability to build real space vehicles with twice or 
more of the initial thrust that the Russians have demon- 
strated in their Lunik rocket. 

Mr. Waist. Has the satellite any military significance? 

Dr. von Braun, Yes, sir; quite a few. It was sotuely a 
military application that induced ARPA to give us this big 
booster assignment. 

Mr. Weis. Will you please tell us within security limits 
what military application the satellite has? 
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Dr. von Braun. The immediate military objective of this 
booster project at the moment is to serve as a carrier for a 
large communications satellite. The purpose is to provide 
an adequate worldwide military communications link for the 
Army, the Navy, and the Air Force. To provide better 
communications for the Strategic Air Command, for the sub- 
marine command, and for worldwide Army command chan- 
nels and local tactical Army commands. 

* * * * *” 


Mr. Weisz. Are there any other suggestions that you could 
make which would tend to speed up our activity in space 
generally? 

Dr. von Braun. I think more money is the most impor- 
tant suggestion I could make. 


During these joint hearings, Dr. Glennan testified as follows: 


Dr. GLENNAN. We are working with a very great sense of 
urgency, Mr. Vance. This fine staff that I have inherited 
from NACA, the headquarters staff particularly, are not 
getting very much sleep these days, and that is the way we 
are tackling the problem. We have a tough one in that we 
are trying to organize for a very much larger activity, at the 
same time carrying on heavy operational responsibilities, and | 
this requires manpower, it requires organization, it requires 
funding, and it requires time. 

Mr. Vinck: Does it require more manpower and more 
funding than you are presently getting? 

Dr. GLENNAN. I think at the present state of our opera- 
tions we are going about as fast as we can. 

If we had more money we would probably duplicate some 
of the things that we are presently doing. 

I doubt that we would buy any time. We might at a great 
cost buy some insurance. 


During the hearings on S. 1096, Dr. Glennan was questioned again 
concerning the adequacy of the $48,354,000 supplemental authoriza- 
tion requested for fiscal year 1959. He testified as follows: 


The budget we have requested is what we need to do our 
job at present. We shall, of course, carry on a continuing, 
intensive review, not only of our presently scheduled pro- 
grams, but also of what we should or could be doing in 
addition. 

~ * * x * 


Senator Smira. Dr. Glennan, when Mr. Roy Johnson, 
Director of the Advanced Research Projects Agency, 
appeared before this Committee and the Preparedness In- 
vestigating Subcommittee on January 30, he gave the 
following testimony: 

“Mr. Jounson. I believe in fiscal year 1959 there should 
be a supplemental appropriation. 

“We have asked the Secretary of Defense in ARPA for 
some $40 million supplemental funds to pursue the big 
booster. We have asked for more money for early warning 
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satellites and for another classified program that the Joint 
Chiefs of Staff have proposed to us just recently. 

“The new civilian agency and ourselves have also discussed 
other funding that is needed in 1959. In other words I 
believe that something in the order of $150 million more 
money is needed in fiscal year 1959, and that the same 
amount of money is needed, perhaps a little more, in fiscal 
year 1960.” 

Do you agree with Mr. Johnson that additional supple- 
mental funds are going to be required? 

Dr. GLENNAN. I am not as certain as Mr. Johnson was 
that additional supplemental funds were going to be required. 
We are developing our program along w at | consider to be 
sound lines. 

I would say that I am reasonably certain actually that 
we may require additional funds. Indeed, we have had this 
under consideration. 

Senator Smirx. Then that is what is being done on Mr. 
Johnson’s recommendation. You say that you are at pres- 
ent considering further supplemental funds? 

Dr. Guennan. That is right. 

Senator Smiru. To carry out his recommendations? 

Dr. Gitennan. Not to carry out his recommendations, but 
to carry out our Own program. 

Senator Smiru. What are the additional funding require- 
ments for space programs that Mr. Johnson discussed with 

ou? 
. Dr. GuennaAN. This has to do almost entirely with booster 
development and with tracking station additions. The sta- 
tions which track the satellites and acquire the data which is 
sent back from them by telemetry. 

Senator Smrru. Dr. von Braun and Mr. Johnson both 
testified that the 1.5 million pound-thrust clustered booster 
could be speeded up if an additional $40 million were made 
available in 1959. Is this being done? 

Dr. Guennan. This is @ program that is funded by the 
ARPA Division of the Defense Department, and I under- 
stand that they have made a request for additional funds, 
and as I el think they have reprogramed $10 or $12 
million to ABMA on this already, 


* * * * * 


Senator Martin. Doctor, the bill we have before us is 
S. 1096, and calls for authorization of $48,354,000. That is, 
of course; in addition to any previous authorized funds for 
your use for this fiscal year. 

Dr. Guennan. That is right. 

Senator Martin. And do you anticipate any other re- 
quests between now and the end of the fiscal year? 

Dr. GLENNAN. I do not, sir. 

Senator Srennis. If the Senator will yield right here, the 
Chair understood the doctor to say a minute ago, as did 
Senator Martin, that he had something else in mind in fiscal 
1959. . Did we misunderstand you? 
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Dr. GLENNAN. I think you did. I said we were discussing 
this and I suspect if we have something it will probably be 
1960 before we get to it. 


In view of Dr. Glennan’s reiteration that the NASA space programs 
are being developed as rapidly as practicable and that no additional 
fund requirements are visualized for the balance of fiscal year 1959 
the committee has recommended approval of the supplemen 
authorization of $48,354,000, without change. 


Form or CommiTrer AcTION 


On January 19, 1959, the Administrator of NASA, with the approval 
of the Bureau of the Budget, submitted a draft authorization bill 
covering both fiscal years 1959 and 1960 and requested its introduction. 
In view of the need for thorough examination and careful consideration 
of the overall space program proposed for fiscal year 1960, it was 
clear that combining the supplemental request for fiscal year 1959 
with the authorization for fiscal year 1960 would involve needless 
delay for the former. 

To assure expeditious provision of additional authorizations required 
for present needs, the Committee on Aeronautical and Space Sciences 
separated its consideration of NASA needs for 1959 from its require- 
ments for 1960. On behalf of the committee, Senators Johnson and 
Bridges introduced S. 1096, which covers NASA’s supplemental needs 
for 1959, and it is on this bill that the committee has held its hearings. 


Posstste DvupLicaTION IN THE SpAcE PROGRAM 


In enacting the National Aeronautics and Space Act of 1958 (Public 
Law 85-568), the Congress included several provisions designed to 
eliminate duplication in space activities between NASA and the 
armed services. One of the primary functions of the Committee on 
Aeronautical and Space Sciences is to exercise continuous surveillance 
over this area to see that such duplication does not arise. 

As already discussed, it is the intention of the committee to examine 
in considerable detail all elements of the space program in the months 
ahead, prior to taking action on NASA authorizations for fiscal year 
1960. This review will cover not only the adequacy and scope, but 
also the interrelationships, of the individual programs of the agencies 
involved in space matters. Particular attention will be paid to the 
criteria for determining which agencies shall pursue—and fund—the 
various elements of the space program. 

In considering the supplemental authorization request for fiscal 
year 1959, it was a matter of major concern to assure that the com- 
mittee was not assisting in planting the seeds of future duplication 
i space programs. At the outset of the hearings, Senator Stennis 
expressed the committee’s attitude as follows: 


Even with good en on the part of NASA, I 
predict this program will, in a few years, be costing the 
American taxpayers several billion dollars a year. The 
poopie should be advised of the prospective costs now, and, 

r. Glennan, I have read a portion of your statement this 
morning in which you come right out and put up those 
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warning signs. I think that is the way to present the pic- 
ture. Not a single essential dollar should be denied or 
spared. At the same time, none should be wasted. Dupli- 
cations in programs and facilities should be avoided. NASA 
is a new agency making a new start, and it should avoid 
the errors of costly duplication found elsewhere. 





The question of possible duplication in the space program was 


discussed in some detail with the NASA witnesses during the commit- 
tee hearings. The following is some of the pertinent testimony on 


this point: 





Senator Stennis. | want to ask you about the duplication 
now. I have seen the development of all these programs 
and warning systems and so forth, and both the Department 
of Defense and you now have certain tracking facilities in 
operation. Isn’t that correct? 

Dr. Guennan, That is right, sir. 

Senator Stennis. Now, what about the duplication, if 
any, between them and what you are trying to do and what 
you are trying to avoid in the future? 

Dr. GLennan. We have been very conscious of the possi- 
bility of duplication of facilities of this kind, the tracking 
networks springing up all over the country as a matter of 
fact, and in a variety of agencies. 

I think it was January 10 that we had a meeting with the 
Defense Department following studies which had been made 
by the Jet Propulsion Laboratory under contract to ARPA, 
and by our own staff—these two studies being put together. 

What we have done is try to develop the beginnings of a 
national research and development tracking program. We 
have agreed that certain of the stations will be funded and 
spaniel by ARPA and they will track for us and secure data 

or us. 

Conversely, we will build some of them, manage them, get 
our own data as well as the DOD. As there gets to be a 
colony of these things in outer space and any of these par- 
ticular stations begin to get overloaded, then additional 
equipment may be placed on that particular site and in that 
instance, if it were a site managed by us, the DOD would 
fund the additional equipment that went in there, but the 
communications will be existing communications. Usually 
these are military communication circuits which will be used 
jointly by all of us. 

There won’t be duplication of that sort, and the logistics 
of that sort will be common logistics for all of us. We are 
quite conscious of this problem. 

I should point out, however, that we are talking largely 
about research and development and as we move into the 
operational system, let’s say that the military develop a 
communications system which is important in their commu- 
nications setup, worldwide, using satellites. 

They woul undoubtedly then have their own trackin 
stations limited in its use to that communication chanher 
you see? That is when it becomes an operational system. 
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Senator Stennis. After becoming operational you think 
they will have to be separate? 

Dr. GLENNAN. Then we would expect they would have to 
be separate; yes. That becomes a routine operation while 
ours is a research and development operation where the indi- 
vidual experimenter may have to make some slight change in 
the equipment because it is an experiment, not an operational 
system. 

* * * * * 


Senator Youne. May I ask Dr. Glennan to come back 
to a very important subject again? Do you feel you are 
encountering as much success as you have been hoping for 
in your efforts to avoid this potentially tremendous military 
and civilian duplication in the experimental and developmental 
state? 

Shouldn’t it really be taken over by one or the other in its 
entirety? 

Dr. GLENNAN. Senator Young, I think we are just a little 
bit too new in the business to be completely sure about that, 

I think there are pros and cons and I probably could 
debate both sides of this. There is very little that one can 
conceive of in this field that doesn’t have both the civilian and 
a military interest. One would get into the philosophies of 
method of approach to research problems that might be 
followed by the military versus the civilian group, and that 
type of thing. 

I think what we have done and what is required in the law 
is to try to separate, sensibly, those items which have now a 
military requirement behind them as determined by the 
Defense Department, and the Department of Defense carries 
those out. 

Many of their activities have been transferred to NASA and, 
indeed, more of them are in process of being transferred, such 
as the meteorological satellite activities where there was not 
duplication, but certainly they were doing the job in meteor- 
ology and we were; and it seems best to have that under 
single management and, indeed, that is going to be done as 
of July 1, and we were negotiating about it yesterday. 

Now, the interrelationships of these two agencies, ARPA 
and NASA, I think, are going along very well at the present 
time. I think we need more time to determine whether it 
would be really beneficial to take it all out of one or put it 
all into one agency. 

Senator Youna. Could it be put in a joint agency—joint 
civil and military? Could that be the answer to save money 
and get the maximum results? 

Dr. GLENNAN. I doubt that this would really be effective, 
but you are asking me a question I would have to analyze 
very thoroughly, but I doubt that would be effective. 


* * * * * 
Senator Cannon. Doctor, this is following along the line 
of Senator Young’s questioning, and you may have answered 
it in part, but I would like to ask you specifically whether or 
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not in your opinion there is a duplication between ABMA 
and the work that NASA is doing at this time. 
Dr. Guennan. I think not, sir, 
* * * * 


Dr. Sirverstern. I would say that our whole program in 
this booster area and in the rocket area is being very closely 
coordinated with all the services. We have made ver 
special pains to bring them into all of the sessions. We 
bring people into our groups rep-esenting the various services 
so that they can keep informed, not on a gross basis but on 
a day-by-day basis. 

Senator Stennis. That is very good, but what | am in- 
terested in now is: Is this being fixed so that it will be used 
by them rather than a request coming to the Armed Services 
Committee for a similar setup? 

aa SriversTein. The intention is that we will use them 
jointly. 

Senator Stennis. All right, the intention is that you will 
use them jointly. 

Do you not have a formal agreement to that effect, 
though? 

Dr. Strverstern. We have an agreement with the Air 
Force for the use of their facilities now on that basis. 

* . . * * 


This matter was summed up in the following series of questions 
and NASA answers: 


1. Is there any duplication in the amounts requested in 
this bill with any activities now being carried on by any 
other Government agency or department? 

Answer. There is no duplication in the funds requested 
with the activities of other agencies. Project Mercury is a 
National Aeronautics and Space Administration project in 
cooperation with the Advanced Research Projects Agency 
and other elements of the Department of Delenes. ow- 
ever, the funding is entirely through the National Aero- 
nautics and Space Administration budget. Cooperative 
arrangements with the Department of Defense reflect the 
Department of Defense interest and particularly the support 
of DoD in the aeromedical area and in recovery operations. 
The facilities for the Jet Propulsion Laboratory are similarly 
clear cut since the transfer of JPL from the Army. The 
needs for a national tracking network were inelowel jointly 
with DOD and represent a NASA obligation for its part of 
an integrated tracking network. 

2. Can the facilities for which funding authorization is 
requested in this bill be utilized by other Government 
agencies or departments? 

Answer. The tracking facilities, which as indicated above 
are = of a national tracking network, would be used for 
tracking of both the National Aeronautics and Space Admin- 
istration and Department of Defense space vehicles and in 
that sense would be used by other agencies. Under our 
agreement with the Army and understanding with the Jet 
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Propulsion Laboratory, other agencies will, with NASA 
approval, be able to place work at JPL in their areas of par- 
ticular competence. Any work placed at JPL by other 
agencies would, of course, utilize any of the JPL facilities 
required for that work. The propulsion development facili- 
ties represent needs related to the 1% million pound thrust 
engine which are not available at Edwards Air Force Base 
or other test facilities. These facilities would be available 
to other agencies just as the facilities of the Air Force and 
Army have been made available to NASA. 

3. What procedure is NASA following to assure joint utili- 
zation of its facilities where possible? What procedure is 
NASA following to prevent duplication of facilities and 
activities in the space field among Government departments 
and agencies? 

Answer. Both the National Aeronautics and Space Coun- 
cil and the Civilian-Military Committee have contributed to 
working out these relationships. In the area of facilities, 
requests as in the tracking program have been based on joint 
studies with the military. In other cases, such as in propul- 
sion development facilities, the National Aeronautics and 
Space Administration first approaches the military with its 
requirements to determine whether there are existing or 
pee facilities which can be used. If not, the planning of 

oth agencies are brought into agreement to assure that the 
proposed facilities will serve the needs of all concerned to the 
maximum extent possible. Similar relationships exist in the 
nonfacility field, a prime example being the joint Depart- 
ment of Defense-National Aeronautics and Space Adminis- 
tration development of a national booster vehicle program. 
Similar joint program development efforts are underway; for 
example, in the area of guidance and in meteorological 
satellites. 

4. What procedure is the National Aeronautics and Space 
Administration following to utilize existing Government 
facilities or organizations to assist in carrying out its space 
activities? 

Answer. Use of other agencies has come about in a variety 
of ways. The National Aeronautics and Space Administra- 
tion, for example, uses or will use both the Atlantic missile 
range and the Pacific missile range which are under the juris- 
diction of the military services. Tracking facilities are jointly 
used. An agreement exists and has been implemented for 
NASA to use the capabilities of the Army Ballistic Missile 
Division. The aeromedical facilities and personnel of the 
Air Force, Navy, and Army are being utilized in connection 
with Project Mercury. The Air Force Ballistic Missile 
Agency is being utilized heavily for missions in making use 
of Thor and Atlas. The Smithsonian Institution is being 
utilized in the optical tracking program. The State Depart- 
ment is utilized to help establish overseas tracking locations. 
The Weather Bureau enlisted in the meteorological satellite 
program. The Army Signal Corps Laboratory at Fort Mon- 
mouth built the payload for the recent Vanguard IIT cloud 
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cover satellite. The Atomic Energy Commission is bein 
used to develop nuclear rocket propulsion engines - 
auxiliary power units of long life. These working relation- 
ships and others are worked out on both reimbursable and 
nonreimbursable bases as the need arises. 


To assure that there was no hidden aspect of actual or potential 
duplication which had not been uncovered during the hearings with the 
NASA witnesses, the chairman of the subcommittee requested the 
Secretary of Defense and each of the service Secretaries to examine 
the transcript of the hearings and advise whether they agreed that 
there is no present or prospective duplication with any of the armed 
services with respect to the programs or facilities for which supple- 
mental appropriations were being requested for NASA. All the 
replies affirmed that there was no duplication. The chairman’s 


letter and the replies thereto are contained in the appendix. 


Furvure Costs 


In the context of a Federal budget involving total expenditures of 
some $81 billion, the supplemental authorization of $48,354,000 for 
NASA is quite small. Agaidst this same background, even the 
$485 million requested for NASA in the fiscal year 1960 budget is 
small. It must be remembered, however, that we are just at the 
threshhold of the space age. The Department of Defense alone has 
spent over $15 billion for aircraft procurement in the last 2 fiscal 
years—yet 51 years ago the first contract to the Wright brothers 
involved $25,000 for the delivery of one airplane. 

The fact that the current amounts are not representative of future 
costs of the space program was presented clearly by Dr. Glennan. 
In his opening statement to the committee, he said: 


* * * we are now in the formative stages of one of the 
ee challenging programs ever undertaken by the United 

tates. 

The budget we have requested is what we need to do our 
job at present. We shall, of course, carry on a continuing, 
intensive review, not only of our presently scheduled pro- 
grams, but also of what we should or could be doing in 
addition. 

I should probably add the comment that, in my opinion, 
this is the last time that, at least in the foreseeable future, 
NASA will be requesting a budget of one-half billion dollars, 

If anything, the level of our space effort today is minimal 
if we are to reach our goals as promptly as we must. In 
these early stages of organizing, and planning, and beginning 
our programs, however, there are definite limits to the sums 
of money we can usefully spend. 

Today, we are making the downpayments on programs that, 
inevitably, will cost very much more in the years ahead, 
Project Mercury is budgeted at $37,661,200 in fiscal 1959; 
we are asking for $20,750,000 in supplemental funds before 
you now. 

The 1960 cost of Project Mercury is $70 million, and before 
we have completed this first U.S. effort to put man into 
space, the bill will have exceeded $200 million. 
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The one 1% million pound thrust engine is a $12 million 
item in the 1959 budget; its cost increases to $30,200,000 in 
the 1960 budget. 

Before this single-chamber booster has been brought to 
a state of usefullness, the cost will have exceeded approxi- 
mately $200 million. 

Every time one of these giant boosters is used to send 
many tons of payload into space, we will be spending more 
than $20 million. 

I don’t want to belabor the point, but I need to cite one 
final figure. The cost of the national booster program, to 
provide the building block units of basic rocket motors 
needed for our space programs, will exceed $2 billion in 
my opinion. 

These are facts that must be considered now. The cost 
of our space programs will continue, year after year, and it 
will increase, year by year. 


Later in the hearings, the following colloquy took place: 


Senator Smiru. Doctor, what general funding level do you 
visualize for space programs in the 5-year period starting 
with the fiscal year 1961? 

Dr. Guennan. I have said in my written testimony that 
I think this is the last year we will be asking for as little as 
a half-billion dollars. 

To try to go beyond this is really crystal balling, but I 
would not be surprised to find within, say, 2 years that we 
might be asking for $1 billion in this program. 

Our own viewpoint on that is that there will be a general 
level, if you will, of underlying space science investigations 
which will be funded year after year at a level-of-effort rate. 

What this will be, I can’t tell you now, but when one 
erects on top of that base specific programs, such as the 
booster program I have suggested, it might cost as much as 
$2 billion in the next 6 or 8 years. 

When one erects further such things as the man-in-space 
program to make our first orbital flight with a man, that 
probably will involve $200 million, so that one can see that 
this is apt to be an increasing program. 

* ok * ad * 


Senator Srennis. All right, Senator. I have a further, 
brief sore You mentioned a billion dollars there as a 
possible figure. 

Now, you have jurisdiction over all new space programs; 
do you not? 

r. GLENNAN. Only civilian space programs. 

Senator STENNIs. your $1 billion is only for civilian 
programs? 

Dr. Guennan. That is right, sir, but I would like to point 
out that the bulk of the responsibility for the new boosters 
earner particularly for space programs, whether they are 
military or civilian, are funded and directed by NASA. 
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Senator Srennis. Yes. And in that way you are going 
to have a part of the program involving military applications; 
are you not? 

Dr.Guennan. Yes. The military will utilize the results of 
our expenditures without any question. 

Senator Stennis. Well, I thought in these new programs 
you now mention, the boosters aon such, that you were going 
to have the initial part of those programs up to a certain stage, 
and then you divert it over to the military. Is that right? 

Dr. GLENNAN. That is essentially right. My viewpoint 
on this kind of activity, sir, is that NASA, as required by 
the law and as set out in the law, is a research: and develop- 
ment agency. Our task is to take the first steps or to de- 
velop the new knowledge and the new techniques, and when 
they become possible of operational application, this is a 
matter that we then turn over to a civilian organization or the 
military. 

Senator Srennis. That is the way I remember the law, as 
rer. that you took the initial part and then it branched off. - 

f it proved practicable, it passed either to the military or to 
a civilian organization, or perhaps both. 

Dr. GLennan. That is right. 

Senator Srennis. And when you speak of the $1 billion, 
then, you are speaking about civilian and military—as far as 
you go in the program? 

Dr. Guennan. That is right, sir. 


Dr. Silverstein, in outlining the NASA booster program, stated: 


This entire booster program, as I have outlined, is, as Dr. 
Glennan mentioned, quite an expensive venture. But it is 
also quite clear that unless we move ahead with it now, vigor- 
ously and with a sense of urgency, in the years ahead we may 
find our space program will be wholly inadequate. 


VALUE OF THE Space PROGRAM 


One of the fundamental questions of concern to the committee in 
connection with the national space program is whether the prospective 
results of such a program will justify the huge outlay of funds which 
will be necessary in order to sustain the program. 

Dr. Glennan, in testifying before the joint hearings of the Prepared- 
ness Investigating Subcommittee of the Committee on Armed Services 
and the Committee on Aeronautical and Space Sciences on January 
30, 1959, stated: 


The Russians have taken their space effort and forged it 
into a sharp effective weapon for use in their unceasing 
struggle to capture the minds of men around the world. 


He later stated: 


One of the major purposes of our national space program is, 
as I have indicated, the gaining of a better understanding of 
the earth on which we live, of the moon and the planets, and 
of the nearby and distant space environment. 
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In answer to @ question asking what further exploration will.do in 
relation to maintaining the safety of our country, Dr. Glennan stated: 


* * * the safety of this country is made up of a wide 
variety of elements. One of these is military potential, 
Another is the relationship which this country has with 
the rest of the world. I think that in this age of technology 
to be in the absolute forefront of the nations of the world in 
exploration in all fields of science is of immense importance. 


In the hearings before this committee, Dr. Glennan stated: 


* * * The cost of our space programs will continue, year 
after year, and it will increase, year by year. 

I couldn’t begin to say precisely what the payoffs will be, 
or how soon they will be realized. We expect that in the 
relatively near future, satellites will be widely use in mete- 
orology—witness this Vanguard II cloud cover experiment— 
and in worldwide communications. 

Experts in those fields have estimated that the value of 
such advances will be counted in the billions of dollars. 


He later said: 


Man has always been curious about his environment, and 
his natural curiosity is going to carry this program forward, 
I think, without any question. Whether it will be carried 
forward at the pace that it has been carried forward is quite 
another question. 

Here we find ourselves in competition with another nation 
that is really forcing our hand to a considerable extent; that 


is, at least as to the manner in which we go about it, the 
pace at which we go about it. 

The things that we expect to find in those areas, which 
thus far have been identified as possibly to be of use com- 
mercially or in a military sense, such as the weather fore- 
casting business, many people, have estimated that these 


would pay many times over t 
we are embarking. 
Communication is the same way. Indeed, the only way 
in which we will be able to handle communications in the 
future may be through satellite channels. 
The return in general scientific information is never pos- 
sible of pricing, but throughout the time that we have been 
ursuing scientific investigations of this sort, we have always 
ound that there was a payoff at some point along the line. 


Dr. Dryden, addressing himself to this question, said: 


* * * * * * 


We have mentioned some possible commercial applica- 
tions. We think, as a matter of faith again, that we are 
going to have men going out into space, and the sooner 
pe start to study the problems the sooner you are going to 

e in position to consider such activities, 

Now, the difference is that there is another set of zeros on 
the costs. This is expensive; it is a game that only big na- 
tions can play. In fact, only two nations in the world ener 
are in a position to support this kind of a program, and I feel, 


e cost of the programs on which 
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as many others do, that if we are not willing to do it, there is a 
nation that is going to do it, whether we do it or not. 


Later, in response to a question by the committee to state his views 
as to the value of the space program compared to its cost in relation 
to our overall bud: et picture today. Dr. Dryden said: 


I think I mentioned that the situation is a little bit like 
dete mining the value of the airplane at the time of the 
Wright brothers. We have the utmost confidence, based 
on the past, if nothing more, that man is going to be in 
space, find useful things to do in space; that we must begin 
to study the problems associated with that. 

This project, in my mind, will advance the general tech- 
nology of space at a faster rate than almost anything else that 
I can think of. 

If you do not have such an integrating project, what you 
get engaged in is a lot of research in various directions 

ut not concentrated on accomplishing a mission, and we 
found in the X-15, for example, that this enabled a much 
greater integration and advance in the technology of high- 
speed flight than you could get by all sorts of general research. 

Now, basic research is necessary, but this must be followed 
by research directed toward a mission to work out the applied 
research and the development problems, and this, I think, is 
one of the great returns which will come. 

A secondary result of all of this work already reflected 
rather widely throughout our industrial structure is the devel- 
opments in materials, devices, fabricating methods which 
come because this is at the forefront of our technology. The 
most difficult jobs that you could possibly think of. 

Take the rapid development of transisterized and minia- 
turized equipment. To do these early satellites you have to 
make those developments. 

Now, as a byproduct, this has given you hearing aids that 
are in your spectacles. I do not mean to imply the space pro- 
gram oe done this. The electronics program, which was 
certainly stimulated by our missile program in this direction 
has brought you such devices, and very small radios and all 
the rest of it. 

The things developed in our ballistic missile program and 
space program have a tremendous influence in directions that 
you would not think of at the start. 

Now, from a purely practical point of view, as I mentioned 
in the beginning, I do not think you could go to a banker and 
sell him on security and prove to him that you know just how 
he is going to get his money back. But again I say, if you 
look back at the airplane, you could not have proved, in fact 
I mentioned that as a result of the lack of faith in our own 
country, the airplane was taken abroad and developed in 
other countries, and we entered the First World War with- 
out an airplane of our own and we had to buy them from 
other countries. 

Now, you couldn’t prove at that time the industry that 
you see today. No one looking at the wire and wood over 
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here in the Smithsonian could contemplate—it is amazing 
now that in 50 years you have gone from that to the big 
bombers, to the jet transports that we see today. 


Mr. Cortright, Chief of the advanced technoiogy program, Office of 
Space Flight Development, said that there were a number of practical 
problem areas which stand to benefit greatly by the application of 
space technology. These areas would include meteorology, com- 
munications, navigation, and geodetics. In this connection he stated: 


I would like to begin with meteorology. 

Now, the reason the earth satellite will be so beneficial to 
meteorology, we feel, is twofold: One, it enables us for the 
first time to get truly worldwide weather observations, and, 
secondly, by virtue of its position above the earth’s atmos- 
peer: the satellite will make possible measurements which 

ave never been possible before * * *. 


He further stated in connection with the communications satellite: 
* ok * * « 


Now, there are a few favored nations of the world, as we 
all know, that have good communications systems. They 
can handle the voice traffic within the country, and a certain 
amount of television. However, there are many nations of 
the world which have no communications by modern 
standards. 

In addition, as far as our transatlantic ties are concerned, 
we are very hard-pressed. The transatlantic cable which is 
available today will handle 36 channels of telephone-type 
conversations, and yet it requires a thousand voice channels 
to transmit one television channel across the ocean. 

The present transatlantic cable will be saturated as a 
matter of fact, by 1961 or 1962 with voice traffic, so we do 
have to look for something much better. 

There is a new cable under development which would not 
be available for another 8 or 9 years, and this will handle only 
150 channels, so this is not promising. 

Now, the communications satellite is not the only way. 
There are high frequency relay systems and tropospheric 
scattering systems, but none of these seem to offer the 
promise of a communications satellite. 

I want to show you some of the most promising ways, in 
our opinion, of utilizing satellites to solve the world’s com- 
munication problem. 

One way we call a passive communications satellite. The 
passive satellite consists merely of a large inflatable sphere, 
and our first experiment will utilize a hundred-foot diameter 
sphere which will be made of aluminized mylar plastic, will 
weigh only 65 pounds, and will be placed in an altitude of 
700 to 1,000 miles. 

Now, the way to use a satellite like this is to bounce a very 
intense radio signal off the satellite. This signal is reflected 
from the satellite in all directions, and reaches the earth as a 
very weak signal, but covering a very large area. 
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By providing on the earth’s surface highly sensitive 
receiving antennas which are capable of being directed to- 
ward the satellite, we are able to receive a message here 
that was generated here. Now, at an altitude of a thousand 
miles, if the satellite were over the middle of the Atlantic 
Ocean, you could bounce a signal from the North American 
Continent to Europe. 

_ The ultimate system will probably use such a satellite at 
3,000 miles altitude, which would give them nearly a 5,000- 
mile coverage. 


Mr. Cortright indicated that already our knowledge of the shape 
of the earth has been improved and will continue to improve as we 
progress. In this connection he said: 


* * * For example, we have recently found, utilizing the 
first Vanguard satellite, that the earth is not a purely oblate 
shape, sort of like a squashed-down basketball, but actually 
has somewhat of a pear shape. 

Now these deviations are not large, but they are very 
significant. For example, this would imply that the surface 
of the earth is not a completely plastic structure as has been 
venerally assumed but has some rigidity which has important 
implications to basic geodetics. 

Now other implications, as a result of the earth’s shape, 
are related to the motion of satellites in orbit; that is, the 
orbiting characteristics. To illustrate the significance of 
these considerations, if we neglected the oblateness of the 


earth, an ICBM could miss its target by 20 miles in our tra- 
jectory calculations. Thus the shape of the earth, in general, 
does influence the motion of the satellites in an important 
way. 
Dr. Dryden further testified that it was an entirely feasible sugges- 
tion that satellites may be used for the detection of high-altitude 
nuclear explosions as part of the inspection system. : 





APPENDIX 


Frprvuary 23, 1959. 
Hon. Nem McE:roy, 
Secretary of the Department o Defense, 
The Pentagon, Washington, D.C. 

Dear Mr. Secretary: As you know, Public Law 85-568, which 
established the National Aeronautics and Space Administration, con- 
tains several provisions designed to eliminate duplication in space 
activities between NASA and the armed services. I know you will 
agree that we must take every practicable step to prevent the waste of 
money and scientific and material resources that would be involved in 
any such duplication. 

The subcommittee has just held 2 days of hearings on S. 1096, a 
bill to authorize supplemental appropriations to NASA for the fiscal 
year 1959. The NASA witnesses have testified that there is no present 
or prospective duplication with any of the armed services with respect 
to the programs or facilities for which these supplemental appropria- 
tions are being requested. 

To assure that there is no confusion on this matter, it would be 
appreciated if you would examine the transcript of the hearings and 
advise us whether you agree with the statements made by the NASA 
witnesses. 

In the event you do not agree that there is no duplication with 
NASA with respect to the space activities for which supplemental 
authorizations are being requested, by the executive branch, we will 
provide you with an opportunity to testify in detail as to any present or 
prospective duplication. 

Identical letters on this matter have been sent to the Secretaries of 
the Army, Navy, and Air Force. 

Sincerely yours, 
JoHN STENNIS, 
Chairman, NASA Authorization Subcommittee. 


Apvancep Researcn Prosects AGENcy, 
Washington, D.C., February 25, 1959. 
Hon. Joun Srennis, 


Chairman, NASA Authorization Subcommittee, 
U.S. Senate. 

Dear Mr. Cuarrman: The Secretary of Defense has asked me to 
reply to your letter of February 23, 1959, requesting that we advise 
you as to our agreement with certain statements made by NASA 
witnesses on S. 1096, a bill to authorize supplemental appropriations 
to NASA for fiscal year 1959. The specific statements in question 
involve testimony by NASA witnesses to the effect that there is no 
present or prospective duplication with any of the armed services with 
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respect to the programs or facilities for which these supplemental 
appropriations are being requested. 
he Advanced Research Projects Agency is generally familiar with 
the NASA request for $48 million of supplemental funds for fiscal ye: r 
1959, and, while we did not actively participate in the preparation of 
the request, to our knowledge and from a reading of the transcript of 
the hearings, the funds requested are for work which will not duplicate 
that of DOD/ARPA. The funds requested for tracking facilities will 
complement the DOD/ARPA effort to conduct a fully coordinated 
rogram. 
. It should be noted, however, that this is a supplemental request of 
the NASA for their space programs and for only their portion of those 
rograms administered jointly by the NASA and the DOD. The 
Hetense portions of these joint programs and the Defense military 
space program have been and are being presented separately in the 
DOD budget requests. 
Sincerely yours, 
Roy W. Jounson, Director. 


DEPARTMENT OF THE ARMY, 
Washington, D.C., February 26, 1959. 


Hon. Joun STEnnIs, 
Chairman, NASA Authorizations Subcommittee, 
Senate Committee on Aeronautical and Space Sciences. 


Dear Mr. Cuarrman: In response to your request of February 23, 


1959, the Department of the Army has reviewed the transcript of 
testimony by NASA witnesses before the NASA Authorizations 
Subcommittee of the Senate Committee on Aeronautical and Space 
Sciences on February 19-20, 1959, to determine if the testimony 
indicates any present or prospective duplication insofar as the Army 
is concerned with respect to the programs or facilities for which the 
supplemental appropriations in the amount of $48,354,000 are being 
requested. 

Based on a reading of the transcript of the hearings, the Depart- 
ment of the Army considers that there is no present or prospective 
duplication between the NASA and the Army with respect to the 
program or facilities for which supplemental appropriations are being 
requested; to wit, salaries, $3,354,000; Project Mercury, $20,750,000; 
and the facilities construction including JPL, $9,000,000; tracking, 
$12,050,000; and propulsion development, $3,200,000. 

On page 199 of the transcript you posed two questions on the suit- 
ability and planned use of the propulsion development test facilities 
discussed by Dr. Silverstein. As you know, the Army Ordnaneé’ 
Missile Command is developing, under ARPA direction and with 
ARPA funds, a 1%-million-pound thrust booster based on a cluster of 
available rocket engines. Certain facilities are available at Huntsville, 
Ala., for the development and. test of this booster. Although the, 
NASA development of a million-pound thrust chamber isin a different. 
time frame by at least 3 years, it is a logical and desirable followon 
program. The NASA single-chamber engine may very possibly be 
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used in a cluster to provide for a multi-million-pound thrust space 
vehicle booster. Due to physical characteristics of components, 
however, development and test facilities required for one program 
cannot be used for similar testing in the other program. For this 
reason, no Army requirement is foreseen at this time for use of the 
NASA-requested facilities. The Army, however, considers these 
facilities necessary for the successful execution of the NASA program. 
Sincerely, 
Witser M. Brucker, 
Secretary of the Army. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 25, 1959. 


Hon. Joun STENNIs, 

Chairman, NASA Authorization Subcommittee, 
Committee on Aeronautical and Space Sciences, 
U.S. Senate, Washington, D.C. 


My Dear Mr. Cuarroan: This is in reply to your letter of February 
23, 1959, concerning testimony of NASA witnesses before your sub- 
committee on February 19 and 20, 1959. 

I have examined the transcript of the hearings and am in agreement 
with the statements made by the NASA witnesses. 

Sincerely yours, 
Tuomas S. Garss, Jr., 
Secretary of the Navy. 


DepaRTMENT OF THE AiR Force, 
OFrFricE oF THE SECRETARY, 
Washington, February 26, 1959. 
Hon. Joun STENNIS, 
Chairman, NASA Authorization Subcommittee, 
Committee on Aeronautical and Space Sciences, 
U.S. Senate. 

Dear Mr. CHatrRMAN: The Secretary of the Air Force has asked 
me to reply to your letter of February 23, 1959, concerning the recent 
hearings of your subcommittee on S. 1096, a bill to authorize supple- 
seat seqrenabdliials to NASA for fiseal year 1959. 

The transcripts for the 2 days of hearings on this subject. have now 
been reviewed as carefully as time would permit... Based upon a 
review of the material available from this source, the Air Force did 
not find any evidence of duplication resulting from the supplemental 
appropriations to NASA. 

The opportunity offered by your subcommittee. to review. this 
matter is appreciated and I can assure you ‘that we.in the Air Force, 
will continue to do everything that we can to eliminate any possible 
duplication in the national space program. 

Sincerely yours, 
Lyte S. GARLOocK, 
Assistant Secretary of the Air Force. 


59001°—59_ S. Rept., 86-1, vol. 1——-44 
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AcrerMent Berween Nationa AERONAUTICS AND Space ADMIN- 
ISTRATION AND DEPARTMENT OF DEFENSE ON GLOBAL TRACKING, 
Data Acquisition, COMMUNICATIONS, AND Data CENTERS FOR 
Space Fiicur 


1. The separate requirements of NASA and the Department of 
Defense for space tracking and data acquisition are recognized. The 
NASA requirements are primarily for research and development 
flights and the DOD requirements are primarily for research, opera- 
tional flights, and intelligence support. 

2. Immediate and vigorous action is required in both agencies to 
implement the agreed-on national program. 

3. It is agreed that the following actions be started in the current 

ear: 
x (a) Provide tracking and data acquisition stations for deep space 
probes at Woomera, Australia, and South Africa using one of the 
existing 85-foot dishes. ‘This will complete a three-station net in- 
cluding the existing NASA Goldstone facility for 24-hour coverage of 
deep space flights. These stations will be operated by NASA. High- 
capacity data acquisition equipment will be required at these sites b 
the Department of Defense in the near future. These stations will 

rovide for DOD requirements until the load increases so that parallel 

OD equipment is required. 

(6) Provide one of the existing 85-foot dishes in Spain and a second- 
ary acquisition antenna with high capacity in Japan. These stations 
will be operated by the Department of Defense. These stations will 

rovide for NASA requirements until the load increases so that parallel 

ASA equipment is required. 

(c) Provide facilities required for Project Mercury, including those 
for injection, tracking, data acquisition, and reentry command. The 
NASA will provide and operate these facilities. 

(d) Add four stations to the minitrack network and modernize 
remaining stations to provide coverage for polar flights. NASA will 
provide and operate these stations. 

4. The need is recognized for two closely cooperating data reception 
and analysis centers, one operated by NASA as a continuation and 
expansion of the Vanguard center and one operated by the Depart- 
ment of Defense under spacetrack management at the Cambridge 
Research Center. These two centers will exchange data freely and 
provide mutual support for the national p t 

5. The wetiwidle communications network now in existence shall 
be shared equally by DOD and NASA. 

6. A technical committee with representation from NASA and 
DOD shall maintain a continuing study and monitoring of the global 
tracking, data acquisition, and communications problems and periodi- 
cally report their findings for action to the Secretary of Defense and 
the Administrator of NASA. 

Nem H. McEt.roy, 


Secretary of Degense, 

Wasuineton, D.C., January 10, 1959. 
T. Kerra Gurennan, 

Administrator, NASA; 


NASA SUPPLEMENTAL AUTHORIZATION, 1959 


Nationa, AERONAUTICS AND Space ADMINISTRATION 
Appropriation summary, fiscal years 1959 and 1960 


Fiscal year 1959 


Salaries and ex 
Research and 
Construction and equipment 


* Total appropriations. .............| 101, 100, 000 | 80, 000, 000 
whe from Department of eee -cahahidianriratidiindinel aalinisdecmmaing- aes Oley aa 


NASA Headquarters 
Langley Research Center... 
Ames Center 

Lewis Research Center 
High-S Fl 

Space Projects 

Pilotless Aircraft Station. 


peeStSeees 
SSeszssEss 


Funded, aa “Research and develop- 


Le 
eS 

ae 
38 
& § 


Total appropriation... 


£ 
8 
s 


‘Includes anticipated supplemental (Classified Pay Act increase) in the amount of $3,354,000, 
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Research and development programs, fiscal years 1959 and 1960 














Fiscal year 1959 









Page Fiscal year 
No. 1960, regular 
Allotments |Supplementai| estimates 
estimates 

Aircraft, missile, and spacecraft research: 

205 Support of NASA plant.........-.-<<ccceccccccooe $16, 670, 000- 

226 BUpPesh GE PP hs LAO... ccpscnccéntinnsédntidinende 8, 156, 500 

230 Mesearon contracteije 2. a. dccdosancdoccctudidd 8, 200, 000 
Scientific investigations in space: 

232 Dn 10, 000, 000 

235 pe A aE TE SR Oe 61, 800, 000. 

238 SAE, DOOD, hs dcitbcdumapsiipaiehiiiinmemimens 24, 043, 500 

242 Deop-space probes... . 22... ccc tence ce cnwcnccce 22, 500, 000 

245 TI IR iin cs ee re EE OND Do ewclesccmnsenmanes 
Satellite applications investigations: 

250 | RO RSE Se eae 15, 000, 000 

253 Communications.__..- sie fais 13, 000, 000 
Space operations technology: 

256 Manned space Migit onc arecdaccasbociscuce 70, 000, 000 

260 GRACO TORGOC VES COCRRIGUES «2 cccscecceccecnccct locus suntcbube onbusepneiscie 3, 000, 000 
Space propulsion technology: 

262 OG ROT i sn oe cceneeweiswcssenset +: TOD Watiibilecen ee 3, 000, 000 

264 I OE PEEL, .. en ncnercomsdneennenmenh * same Leceemniteceaiing 17, 000, 000 

266 1-million-pound-thrust single-chamber engine.....| 12,000,000 |.............. 30, 200, 000- 

268 Nuclear rocket engines .........cccsscnccccocecese|  § 500,000 |......20-...-- 8, 000, 000 

271 SPRe GRIEIN Bk Wise ccé Uaksa cela sdecuttocwcédadn|” | GOOD Lewlacccnecess. 3, 000, 000 

274 ne ON ees ee CO EP: 3, 000, 000 
Space systems technology: 

277 Advanced vehicle systems.............-.-.--------} | 500,000 |.............. 1, 500, 000 

279 Booster recovery systemS_...............-.-.-.-..- Le aadbontcowepe 1, 500, 000 

281 PP SOON. 65:5 os go cdsotsincKhcoas succes nbaciccteacecncccacece 2, 000, 000 

284 | Supporting activities: Tracking and data acquisition. 80 OFT EE 11, 500, 000 

Total, research and development................ 204, 619, 532 20, 750, 000 333, 070, 000 











Contracts for— 


Page Program | Supplies, 
No. Scientifie | Prototypes | Operations| equip- Tota 


and techni-| and opera- | and techni-| ment, re- 
cal studies | tional hard- | cal services | pairs, and 















ware alterations 
| Aircraft, missile, and space craft 
research: 
205 Support of NASA piant_-_.---}----.ccce sc] ee ccc $2,000 | $336, 800 $338, 800 
226 Saenost of EF, mlant As. sap cad cgttin donde pee debian ds Wess cauWe Ls 8, 156, 500 
230 Research contracts._........... Gy CNS Tc ddkck ccna ddatabtle walclsccda 5, 500, 000 
| Scientific investigations in space: 
232 Sounding rockets.............. 300,000 | $3,000, 000 700, 000 | 1,000, 000 5, 000, 000 
235 Earth satellites. ............... 1, 000, 000 34, 000, 000 8, 000, 000 | 1, 000, 000 44, 000, 000 
238 LARGE GORDEE. << ccccktnoceres 2,100,000 | 16, 521, 750 800, 000 600,000 | 20,021, 750 
242 Deep-space probes. ............ 3,000,000 | 13,000,000 |.......2.222]-2222-2 22. 16, 000, 000 
245 Vanguard program !...........]....-...-..- deninshibe~ thibdadetitine «lensansooene 25, 541, 282 
- applications investiga- 
' tions: 
250 Meteorology.-_....- 800, 000 2, 000, 000 500, 000 100, 000 3, 400, 000 
253 Communications 500, 000 2, 800,000 | 1, 200, 000 200, 000 4, 700, 000 
Space operations technology: 
256 | Manned space flight. _.__..-... 700,000 | 33,361,200 | 1,700,000 | 1,900,000 | 37, 661, 200 
260 aad Tees Genet i hbk ia ae a Lik cheese dikes tl lieben igaake 
Space propulsion technology: 
262 Solid fuel rockets _..........-- 100, 000 ne pe dif 200, 000 700, 000. 
264 High-energy fuel rockets__....- 2, 000, 000 SGOD ID A wo cit nncdn rapasai ced 7, 000, 000 
266 1-million pound thrust single 
chamber engine. .........-..- SGT Ren Pee ebiscbnssccdlectcnswdnee 12, 000, 000 
268 Nuclear rocket engines........- 2, 000, 000 6, 300, 000 |............ 200, 000 8, 500, 000 
271 Space engines -................ 200, 000 BOD; OED Fihs. ni hacctodexcctesss 300, 000: 
274 Auxiliary power units___...... 200, 000 $O8D | cinnciceciiabecnmctde 500, 000 
Space systems technology: 
277 Advanced vehicle systems. .... EE hiindstitibeb lassecceiauscleapecascuds 500, 000 
279 Booster recovery systems.....-. SOE tecnccaccncltsatbaemnaenn dnctaigntal 500, 000 
231 Orbiting space laboratories_....|....... davindLigdabiéninadeeti th bbiie iett cocked eblabioawsnen 
24 | Supporting activities: Tracking 
and data acquisition............. 300, 000 600,000 | 3,000, 000 400, 000 4, 300, 000 
Total, rescarch and develop- 
ihc: tinientiapaiaaiaten 20, 200,000 | 128, 882, 950 15,902,000 | 5,986, 800 | 204, e19, 582 





‘ Functional breakdown not available. 





NASA SUPPLEMENTAL AUTHORIZATION, 1959 31 


Functional breakdown, research and development, fiscal year 1959 supplemental 


Supplies, 
equip- 
-| ment, re- 


alterations 


Aircraft, missile and spacecraft 
research: 
Depnrt CUR BR when iain hd tk cccdb ibn dididcdcatetssi tisecdlocdscodslhebsahbae om 
Support of JPL plant 
Research contracts 
Scientific favestiqniteds in space: 
Sounding = 


ets 


SESS SEs 


Space operations technology: 
Manned space flight 
Space rendezvous techniques 
Space propulsion technology: 
i ch ce heirs ett a cen till el siete eerie onda 
NE CTO nnd, Roancasecasctsensetus ye caGt tp dbbcecwntscnscincdcele aig bids “a 
1,000,000-pound-thrust single- 
chamber engine 
Nuclear rocket engines 
NO CI deals dinate ionic mmathsie li asaniahntihticdieimintasiistial utah emia - 
NE Ci ockredieochsnanepatrniecnbiasanogantinesmigatbadieimenctest amma tts ab 
Space systems technology: 
a I IT nti ciate nics haliatenetianeasbetiniaieminnins inten iiennienilnmeeinemniads — 
Booster Cecswes Sputemes 665i. ssc ih. ed ae 
eae CONG NRE hah ccnne tabi ttlmmsnne inchladuinioapelinaeen in Gieaebemeene a 
Supporting activities: Tracking 
and data acquisition 


BESS SSB 828 88 BS 


Total, research and develop- 
t 


Fiscat YEAR 1959 anv 1960 Estimares, Mannep Spacs Fiicat 


Fiscal year 1959 $37, 661, 200 
Fiscal year 1959 supplemental 
Fiscal year 1960 


1. Objectives 


To provide a capability for accomplishing advanced space flight 
missions with vehicles where onboard human intelligence and opera- 
tions are required. It will be a basic objective of the NASA to ration- 
alize and refine the technology of manned space flight vehicles and 
associated systems, to achieve successful orbital flight and recovery 
of a manned satellite with an ICBM-booster and drag-reentry system, 
to evaluate the physiological and psychological effects of a space 
environoment on man, to establish his capabilities and limitations 
for performing useful missions in space, and to devise and develop 
improved manned vehicles with increased capabilities for performing 
important advanced missions. 


2. Justification 


It is becoming increasingly evident that full exploitation of the 
potentialities of space flight for benefiting mankind will be dependent 
on the development of practical capabilities for operating manned 
space vehicles. While it may appear in principle that suitable in- 
strumentation may be devised to perform increasingly complex space 
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missions, in practice the availability in a vehicle of human intelligence 
and operational capabilities will prove to be the most effective method 
for successful accomplishment of many advanced space flight missions. 
In particular, he can contribute to the tasks of space exploration and 
utilization an observational, analytical, and decisionmaking ability 
concerning both expected and unanticipated problems, a @ vast 
flexibility of action for operation, correction, and maintenance of 
scientific and technological instrumentation and equipment that 
characterize this present usefulness in airplanes i the scientific 
laboratory. 

In order to provide this capability a progressive program of research 
and development has been undertaken. A broad range of investiga- 
tions directed to the solution of basic technological problems concern- 
ing vehicular configurations and construction, human factors, life 
support equipment and accommodations, launching systems, stabiliza- 
tion and control, reentry and recovery systems and techniques, opera- 
tional and scientific instrumentation, and other vehicular subsystems 
has been initiated. 

On the basis of extensive studies it has become evident that the 
first manned orbiting flight vehicle should be based on the use of an 
ICBM-booster launching system and the ballistic type of drag reentry 
into the atmosphere. "Phe relative simplicity and reliability of this 
approach at the present state of the art offers the best potentiality 
for early success and will yield a vehicle with a wide range of usefulness 
for investigating problems concerning both human and vehicular 
operation factors. This vehicle is also a logical stepping stone to 
larger systems of the same type with greater capacity for performing 
both scientific, civil and military services. In addition, it is adaptable 


to the investigation of both a space-path control and 


aerodynamic-lifting systems that will give 
a greatly increased scope of operations. 


8. Program phasing 


During the fiscal year 1959, a wide range of studies and experimental 
investigations is-being initiated to assess the problems that will be 
encountered in initial development and operation of manned space 
flight vehicles and to establish the design requirements for the first 
operational vehicle. A contract for the design and construction of the 
full-scale manned capsule and associated instrumentation and equip- 
ment should be let early in 1959 and the initial capsule for preliminary 
investigations should become available approximately 9 months later. 

Booster systems including solid-rocket clusters and liquid systems 
up to the ICBM size are being procured to provide for a progressive 
series of unmanned flights at increasing velocities up to orbital speed 
to refine both the vehicular systems and operational techniques to 
insure the safety of later manned operations. 

Some of the preliminary flights will also utilize lower primates to 
assess a range of physiological and psychological factors that will be 
attendant to manned operation. Concurrently an intensive program 
of pilot training involving centrifuge, pressure chamber, simulator, and 
balloon experiments will be undertaken. 

Further extensions of these programs are planned for the fiscal year 
1960. During this period it is expected that the first orbital flights 
of the unmanned full-scale capsules will be achieved and effective 


ater manned space vehicles 
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techniques developed for the reentry and recovery phases of the 
operation. If the systems and techniques prove successful, some 

reliminary flights at suborbital speeds with the manned capsule may 

e undertaken. Additional vehicle capsules and boosters and asso- 
ciated equipment will be procured for the continuing manned flight 
experiments in the following year. 

uring the fiscal year 1960 it is also planned to undertake the 

development and construction of more refined versions of the vehicle 
that will offer greater capabilities for performing scientific investiga- 
tions in space and for providing space path control. A range of 
analytical studies and model experiments will be undertaken to define 
the optimum approach to these problems and establish the basic 
design requirements. Initial development of appropriate vehicles 
should be undertaken. 

The major items to be procured for this project are the satellite 
capsules. A total of 12 capsules will be delivered during the fiscal 

ear 1960; fiscal year 1959 funds will be used for the design, engineer- 
ing, and early construction phases of these satellites. Boosters for 
short-range test and qualification flights will also be purchased during 
the fiscal year 1959 and funds will be committed for the ICBM boosters 
required for the first orbital flights. The boosters for the manned 
orbital flights will be purchased in the fiscal year 1960. 


4. Program costs 


Scientific and technical studies: 
Human factors 
Range and recovery 
Design studies of advanced systems. 
Prototypes and operational hardware: 
Capsules 


DO d oan ctl esis 
Operations and technical services: 
Flight test operations 
Range and recovery 
IS EUAN eiscnniss puscestbotngeieiicieng cial eit 
Seapiies, equipment, repairs, and alterations: 
arge-scale and wind tunnel models 
Environmental and functional test equipment for capsules 


and components 

Data acquisition and handling equipment 

Simulators and personnel equipment for human factor re- 
search and personnel training 

Ali other items. 
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Construction and equipment programs, fiscal years 1959 and 1960 


Langley Research Center (Hampton, Va.): 
Alterations to the thermal structures tunnel --.... 
Analytical computing equipment 
Conversion of gust tunnel to noise research laboratory -... 
Conversion of test cell to noise test facility 
Heater and vacuum system for gas dynamics laboratory 


Ames Research Center (Moffett Field, Calif.): 
SN SOCRONENE CHORE os os dd dc cane sddsndsbanedstedbscdssloddiabonewidsdjocébinvbes’ bow 
Mass transfer cooling and aerodynamics facility 


DAG siti dectilhile<thininsiciciectbbaducieticialiniits dashes 


Lewis Research Center (Cleveland, Ohio): 
Ion and plasma jet facility. ................-se.-<e--<-- winslow chiouscaneviove sovanseens 
Zero-power reactor. 
Inpile loop 
Land acquisition 


en ee ee inom 


High-Speed Flight Station (Edwards, Calif.): 
EE CE in inesncdtukeovenerebantamenmaniidadlialiammaiticitcent imdb tated 
Analog computing equipment...........-.....-....---.2<-}--<- bedapodied) dndelbockussbsy 


Space Projects Center (Beltsville, Md.): 
Central flight control and range operations building 
i) nnn. hadis <1 cnensadennesecenelpebtuanaustaapelelishendhboonab 
Instrument construction and installation laboratory 
Utility installations. 


Pilotiess Aircraft Station (Wallops Island, Va.)............... 
Jet Propulsion Laboratory (Pasadena, Calif.): New facilities, 
improvements to existing facilities, and approximately 70 
OE ites in an.) A Sah nedanaceeanannnbeneunedleténenenegues 
Pacific Missile Range (Point Arguello, Calif.): Launching 
facilities including flight vehicle assembly and checkout 
facility with equipment for special experiments 


Various !ocations: 
Global range tracking and communication facilities and 
equipment 12, 050, 000 
Facilities for Rover prog 
Propulsion development facilities 3, 200, 000 


15, 250, 000 
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Detailed cost estimates, relocation and expansion of facilities 


Land acquisition: 
Acquisition of 60.37 acres (zone IT) $300, 000 
Acquisition of 7.19 acres (zone III) 75, 000 
Total, land acquisition 375, 000 
Utilities: 
Relocation area utilities: 
Central utilities plant including boilers, water chillers, 
water treatment plant, air compressors, electrical switch- 
gear, and miscellaneous items. ................-.---. 784, 800 
500, 000 
Drainage 104, 000 
Fencing 36, 000 
Steam distribution system 186, 000 
Chilled water distribution system 210, 000 
Water distribution system 216, 000 
Sanitary sewer system 28, 300 
Compressed air distribution system 29, 600 
Gas distribution system 
Electrical substation system 
Street lighting 
Design, engineering, and contract administration services. 


Total, relocation area utilities 


New substation and transformer bank addition: 
Unit substation, 2,500 kilovolt-ampere, 16.5 kilovolt to 2.4 
kilovolt, including voltage regulation 100, 000 
16.5 kilovolt feeder line to substation 
Tie-line to existing system 
Underground feeds and ducts 


Total, new substation and transformer bank addition... 
Total, utilities 


Relocated test facilities: 
Solid propellent processing laboratory: 

Building and equipment 
Site preparation 
Paving 
Building utility services 
Barricades 
Retaining walls 
Design, engineering, and contract administration services 


Total, solid propellent processing laboratory 
Solid propellent test cell and control building: 

Instrumentation and laboratory building 

Test cell control room, motor assembly, and preparation shop 
building 

Test cells 

Retaining walls 

Paving 

Site preparation and excavation 

Barricades 

Utility connections and trenches 

Electrical substation 
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Detailed cost estimates, relocation and expansion of facilities—Continued 


Relocated test facilities—Continued 
Solid propellent test cell: 


TOOb OO 2S She chee aol whiedknes $35, 100 
Control building 54 





Sach netting. 50 rue eo ies , 300 
es Winn Ns TD ns ainlehduliewpemesiaemmemm ids 10, 000 
PRRERCRNINOD. «Jct eemannminmadoonsnietiniiiene 12, 000 
III eee ee ee deen ania 35, 000 
RESCUE GIs oc be oncrencenduapanececessoensko 15, 000 
Total, solid propellent test cell. .................--.-.--. 164, 000 
= 
Solid propellent hazardous storage magazine: 

CN ca nnn sah cr ei mre seek cd re OL ES ra 125, 000 
ere coon deen enumniataade 16, 000 


Utilities, including humidity and temperature controls--_- 106, 000 
Total, solid propellent hazardous storage magazine_.__ 247, 000 





Solid propellent chemistry processing laboratory: 


a a ae i ae edbose 468, 000 
Miscellaneous equipment_............-.-.-...-----... 40, 000 


Total, solid propellent chemistry processing laboratory - 508, 000 





Liquid propellent test cell and control building: 


ee ee RB ies pat ae i Aa 114, 700 
Test- Cell... = 3. 32 ses ei ok ee to 42, 700 
Site preparation and excavation.................-.---. 65, 500 
Bouitiebie Wns = «= = 2 ncncctt enc cnc ctnescercwsne 9, 100 
Puel-4anie-~ 2.2. eccasswsses sc eth ee ee 12, 000 
I isi ie er a a rm nh 26, 300 
Electriéal substation ooo oe ie ee 18, 200 
NN vntinkcccécntunestdoutwewetikiee te = , 000 
Design, engineering, and contract administration services_ 30, 500 


Total, liquid propellent test cell and control building--- 326, 000 








Cs 
Total, relocated test facilities. ................-.-.-- 1, 931, 800 
| ———————_—_____ |} 
Modernization of existing supporting facilities: 

Completion of guidance laboratory: 
Buliding eadistion... - .-..25scsecsiaseosescsccasconccdas $1, 251, 100 
Mhsoteiond wtRilet ois sn csssascsssssssssaccccceococce 43, 000 
Bower taetiiintien oo sk ee el ka 4, 800 
Wl, GAG, GN GP WE con ncenncsknann 1, 100 
Total, completion of guidance laboratory............. 1, 300, 000 
—EES SS 

Missile engineering building: 

Addition to east end of existing building._............... 285, 000 
3d floor addition to central portion of existing building_--_- 100, 000 
Bauipment sco ascssccccanscnscsasesscsseesee el ls 100, 000 
Total, missile engineering building. _................. 485, 000 
Plant services engineering building_.............-.....---.. 30, 000 
Administration services building................-....-----. 120, 000 
Carpenter chop building. scssspssssasocsqsaetii gees ieeeu 170, 000 
Plant services building... 2.2. 08s olues cece elles 150, 000 
——E—EEEEE—— 
Total, modernization of existing supporting facilities. ....... 2, 255, 000 


NASA SUPPLEMENTAL AUTHORIZATION, 1959 37 


Detailed cost estimates, relocation and expansion of facilities—Continued 


New supporting facilities: 
Vehicle assembly building: 
Building 
Heating and air conditioning 
Pavin 


Outside utilities, general 16, 990 
Design, engineering, and contract administration services_ 123, 190 


Total, vehicle assembly building 
Reports and periodicals building 


Total, new supporting facilities 
Total estimated cost 


Detailed cost estimates, tracking facilities 


Extension and improvement of satellite electronic tracking stations. $3, 300, 000 
Equipment and facilities for 4 new stations at 


’ 
Antenna arrays 
Electronic equipment 
Site preparation and utilities 75, 000 

Modification and improvement of existing electronic tracking 
stations 

Rework of station to change frequency: 12 

stations at $60,000 
Digit patent equipment: 6 stations at 

, 

Additional antenna arrays: 6 stations at 


$50,000 
Facilities for space probe tracking network 
Initial site preparation, roads, utilities, housing 
(2 stations) 
85-foot diameter antenna systems (2) 
Radio receiving equipment (2)____.......------ 
Antenna servo control systems (2) 
Sones for evgnoct of manned space vehicles. 
re 


cision r 
guidance 
Precision radar system for initial reentry tracking 
and control 
Precision radar system for midcourse and landing 
tracking 


ar system for insertion tracking and 


Total estimated cost 12, 050, 000 













Propvutsion DEVELOPMENT FAcILiTIEs 
1. DESCRIPTION AND JUSTIFICATION 


The capability of placing large payload satellites in earth orbits or 
of operating advanced scientific manned and unmanned payloads to 
the near planets is dependent on the availability of rocket boosters 
developing over 1 million pounds of thrust. In order to obtain these 
thrusts with a high reliability the NASA is developing, under contract, 
a single-chamber rocket engine having a nominal thrust of 1 million 
pounds. This engine development is expected to be complete in about 
4 years. 

The development of this powerplant, some four times the size of its 
largest forerunner, calls for extensive and expensive facilities for its 
fabrication and testing. The engine development program has been 

lanned to make the utmost use of facilities, such as the Air Force 
arge test stands at Edwards Air Force Base, which exist or are cur- 
rently being built for other programs. Operated by Rocketdyne, a 
division of North American Aviation, and its engine development con- 
tractor, these stands will satisfy the basic test stand requirements of 
the NASA engine program. Similarly, use of machine tools installed 
at Rocketdyne by the Air Force for the ballistic missile development 
program will be used to obviate the need for large expenditures under 
the NASA program for new machine tools. However, some additional 
facilities must be acquired for the million-pound engine development. 

In the fiscal year 1959 it will be necessary to provide funds for the 
adaptation of and additions to facilities presently existing at the test 
sites the contractor will use in the NASA program. Specifically, facili- 
ties are needed for development work on the turbopump, gas generator, 
thrust chamber, controls, and other items. Proper development of 
this overall engine requires that each of the components be developed 
independently and that development must be started on all of the 
components soon if the final engine development is to be completed 
within the allotted time. Testing of the completed engine will be on 
stands provided by the Air Force at Edwards Air Force Base. 


Gas generator and control facilities 


A gas generator is used to supply high-temperature, high-pressure 
gas to power the 65,000 horsepower turbopump which pumps the 
liquid propellants into the engine thrust chamber. Additional ca- 
pacity for development and testing of a gas generator of this size and 
for controlling the rate of propellant flow will be provided so that these 
components can be built and tested independently of the other com- 
ponents. The facilities which will be modified to provide this addi- 
tional capacity are located at the Rocketdyne test site in the Santa 
a Mountains above the Rocketdyne plant at Canoga Park, 

alif. 
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Turbopump test facilities 


The turbopump consists of three elements: a turbine and two 
pumps, one for the oxidant and one for the fuel. Each of these three 
components must be tested independently to evaluate properly the 
performance of each. The complete assembly must then be tested 
and evaluated. A means has been devised to accomplish these tests 
by adding to an existing Rocketdyne facility at Santa Susanna. 


Laboratory and manufacturing equipment 


The engine is being designed and parts are to be fabricated at the 
contractor’s plant at Canoga Park. Additions to laboratory equip- 
ment, manufacturing support equipment, and modifications to pro- 
duction facilities procured by the Air Force to accommodate parts of 
the size of this engine are required. The funds NASA is requesting 
will cover such items as specialized instrumentation; special test 
consoles; larger tanks, plumbing, and valving; larger steel mounting 
frames; and special safety equipment. 


Thrust chamber and engine test stand 


In the fiscal year 1959 funds must be provided to complete the 
modifications and additions to the Air Force thrust chamber stand 
2-A and engine stand 1-A at the Edwards Air Force Base, Calif. 
Also required for fiscal year 1959 funding are the longest leadtime 
items to adapt to this program the engine stand 1-B which will have 
two firing positions. The Air Force has pending a request for author- 
ity to build stand 1-B with $4 million of fiscal year 1959 funds. 


2. COST ESTIMATE 


Rocketdyne, Santa Susanna: 
Gas generator and control facilities 
Turbopump test facilities 
Rocketdyne, Canoga Park: Laboratory and manufacturing equip- 


Total, contractor sites. 


Edwards Air Force Base: 
Stand 2-A 


Total, Edwards Air Force Base 
Total estimated cost 
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86TH CONGRESS } SENATE \ Report 
1st Session No. 83 


MAKING CLAYTON ACT ORDERS FINAL 


Marca 5, 1959.—Ordered to be printed 


Mr. Keravuver, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8. 726] 


The Committee on the Judiciary, to which was referred the bill 
(S. 726) to amend section 11 of the Clayton Act to provide for the 
more expeditious enforcement of cease and desist orders issued there- 
under, and for other purposes, having considered the same, reports 
favorably thereon, with amendments, and recommends that the 
bill, as amended, do pass. 


AMENDMENTS 


1. On page 2, commencing with the letter “‘A” on line 8, strike all 
down to and including “script” on line 18 and insert in lieu thereof 
the following: 


A copy of such petition shall be forthwith transmitted by 
the clerk of the court to the commission or board, and there- 
upon the commission or board shall file in the court the 
record in the proceeding, as provided in section 2112 of title 
28, United States Code. Upon such filing of the petition 
the court shall have jurisdiction of the proceeding and of the 
question determined therein concurrently with the commis- 
sion or board until the filing of the record and shall have 
power to make and enter. 


_ 2. On page 3, line 22, following “‘(d)”’, strike the word “The” and 
insert in lieu thereof the following: 


Upon the filing of the record with it the 
3. On page 4, line 3, after the word “of”, insert the word “the”, 


84006 
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PURPOSE OF AMENDMENTS 


Amendments Nos. 1 and 2 are technical in naiure, their purpose 
being to conform the language in this bill in the act of August 28, 1958, 
which authorized abbreviated records in reviewing administrative 
agency proceedings. 

The purpose of amendment No. 3 is to correct a typographical error, 


PURPOSE 


The purpose of the proposed legislation, as amended, is to provide 
that orders issued by the Federal Trade Commission and other agencies 
under section 11 of the Clayton Act shall become final in the same 
manner in which orders issued by the Federal Trade Commission 
under section 5 of the Federal Trade Commission Act become final, 


STATEMENT 


Public hearings were conducted by the Subcommittee on Antitrust 
and Monopoly of the Committee on the Judiciary on a similar proposal 
of the 85th Congress (S. 721) and other legislation on April 1, 2, 24, 
and 25, 1958, and during the course of these public hearings the Honor- 
able John W. Gwynne, Chairman, Federal Trade Commission, as 
well as Robert A. Bicks, assistant to the Assistant Attorney General 
in charge of the Antitrust Division, testified in support of the proposed 
legislation. For this reason the subcommittee did not hold additional 
hearings during the Ist session of the 86th Congress. 

The effectiveness of the Clayton Act, as amended by the Robinson- 
Patman Act, has long been handicapped by the absence of adequate 
enforcement provisions. Existing procedures are laborious, time 
consuming, and very expensive. The Federal Trade Commission 
must investigate and, after complaint, prove, on the record, violations 
of the act before a cease-and-desist order may be issued. After the 
order to cease and desist has been issued, the Commission must again 
investigate and again prove violations of the order and of the act 
before the Commission can obtain a court order commanding obedi- 
ence to the Commission’s order to cease and desist. Upon such proof, 
the court enforces the Commission’s order. Only then, if the re- 
spondent violates the act a third time, does he Vinieead subject to 
penalty. Thus, before a respondent can actually be punished for 
violation of the Clayton Act, as amended by the Robinson-Patman 
Act, the Federal Trade Commission must conduct three successive in- 
vestigations and must on three successive occasions prove violations 
of the law. At the present time, more than 80 outstanding Clayton 
Act cease-and-desist orders are under active study at the Commission 
to determine whether or not respondents are in compliance. This 
figure includes 17 cases which have been assigned for field investiga- 
tion, 12 where the results of field investigation are being reviewed, 
and 6 cases which have been assigned for investigational hearings. 

S. 726 would put teeth into Clayton Act orders and would fill the 


enforcement void which has existed for many years. The Federal 
Trade Commission has sought this type of legislation for more than 
20 years, but the need for the amendatory legislation became even 
more pressing in 1952 when the Supreme Court decided Federal Trade 
Commission v. Ruberoid (343 U.S. 470). Prior to that decision, the 
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Commission had been able to proceed for enforcement of Clayton 
Act orders by cross-petition in cases where respondents had petitioned 
for review in the U.S. courts of appeals. In Ruberoid, the Supreme 
Court held that the courts are without authority to issue an order 
commanding obedience to an order of the Commission under the 
Clayton Act until 'the Commission had established violations of its 
order. Commenting on this holding, Justice Jackson stated in 
dissent: 


I see no real sense, when the case is already before the 
Court and’ is approved, in requiring one more violation be- 
fore its obedience will be made mandatory on pain of con- 
tempt (343 U.S. 470, 494). 


Judge Gwynne, in testifying in favor of this legislation on behalf of 
the Federal Trade Commission, stated that it is a that the Clayton 
Act, as amended by the Robinson-Patman Act, would be more effec- 
tively administered and would be of much greater value as a deterrent 
if amended as proposed by S. 726. 

The Board of Governors of the Federal Reserve System has advised 
the committee that it favors the general objective embodied in S. 726, 
and that Board stated: 


That the proposed enforcement procedures would be more 
expeditious than the present. procedure without adversely 
affecting the rights and safeguards to which respondents in 
Clayton Act proceedings are entitled. 


The Interstate Commerce Commission, in reporting its views on 
this proposed legislation to the committee, stated that, while suggest- 
ing two clarifying amendments, it was of the opinion that the proposed 
changes which the bill would make in the Clayton Act to conform it 
to the Federal Trade Commission Act would expedite the enforcement 
of agency orders and, therefore, appear to be desirable in the public 
interest. 

The Civil Aeronautics Board, in reporting to this committee, was of 
the opinion that that agency would welcome the opportunity to sup- 
pect legislation designed to accomplish the finalization of Clayton Act 
orders. 

The Federal Communications Commission stated that the bill— 


will aid all commissions and boards affected thereby. This 
Commission, therefore, endorses the proposed legislation. 


The committee hopes that the agencies affected by this proposed 
legislation will continue their efforts to issue orders which are as 
definitive as possible. 

The committee is in agreement with the expressions of views favor- 
ing this legislation offered to the committee by the various interested 
agencies. The committee believes that this legislation will strengthen 
the enforcement provisions of section 11 of the Clayton Act and, 
accordingly, recommends favorable consideration of S. 726, as 
amended. 

Attached hereto and made a part hereof are the reports submitted 
by the Interstate Commerce Commission, Federal Reserve Board, 
the Civil Aeronautics Board, and the Federal Communications 
Commission on S. 721 of the 85th Congress. 


59001°—59 8S. Rept., 86—1, vol. 1-45 


InTERSTATE COMMERCE CoMMISSION, 
Orrice oF THE CHAIRMAN, 
Washington, D.C., April 21, 1958. 
Hon. James O. Eastianp, 


Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear CuarrMan Eastianp: Your letter of April 2, 1958, addressed 
to former Chairman Owen Clarke, requesting a report on bill S. 721; 
introduced by Senator Sparkman (for himself and Senator Thye), to 
amend section 11 of the Clayton Act to provide for the more expedi- 
tious enforcement of cease-and-desist orders issued thereunder, and 
for other purposes, has been referred to our Committee on Legislation, 
After consideration by that Committee, I am authorized to submit 
the following comments in its behalf: 

Under the present provisions of section 11 of the Clayton Act, if 
one of the commissions or boards specified therein issues an order 
and the person to whom the order is directed fails or neglects to obey 
it, tne recourse of the agency is to institute an enforcement proceedi 
in a U.S. court of appeals to compel compliance... Under the bill, 
however, the person to whom the order is directed would have to 
comply, or become subject to the penalties provided for in proposed 
new subsection (k)(1), unless he instituted within a specified time a 
proceeding in court to set aside and annul the agency order. The 
ee proposed in the bill is similar to that provided in the 

ederal Trade Commission Act, as amended, with respect to orders 
of the Federal Trade Commission. The proposed changes would, in 
our opinion, expedite the enforcement of agency orders, the declared 
purpose of the bill, and appear, therefore, to be desirable in the public 
interest. We wish, however, to suggest two clarifying amendments 
for the committee’s consideration. 

The second paragraph of section 11, which would be designated as 
subsection (b) 5 the bill, but which would not otherwise be amended, 
provides in the last sentence thereof as follows: 

“Until a transcript of the record in such hearing shall have been 
filed in a U.S. court of appeals, as hereinafter provided, the com- 
mission or board may at any time, upon-such notice, and in such 
manner as it shall deem proper, modify or set aside, ir whole or in part, 
any report or any order made or issued by it under this section. 

his sentence would probably be construed as authorizing an 
agency to order a rehearing or a further hearing in a proceeding pend- 
ing before it where such action appeared to be necessary for the proper 
determination of the issues. In order, however, to make certain that 
the language in proposed new paragraph (c), the pertinent part of 
which is quoted in the next paragraph below, would not require @ 
court order before the agency, either upon its own initiative or upon 
the request of the respondent, may order a rehearing or a further 
hearing, it is recommended that the words in italic be inserted as 
indicated in the following restatement: 

‘Until a transcript of the record in such hearing shall have been 
filed in a U.S. court of appeals, as hereinafter provided, the com- 
mission or board may at any time, upon such notice, and in such 
manner as it shall deem proper, either with or without rehearing or fur- 
ther hearing, modify or set aside, in whole or in part, any report or any 
order made or issued by it under this section.” 





The - sentence appears in lines 3 to 11, inclusive, on page 3 
of the bill: 

“Tf either party shall apply to the court for leave to adduce addi- 
tional evidence, and shall show to the satisfaction of the court that 
such additional evidence is material and that there were reasonable 

unds for the failure to adduce such evidence in the proceedin 
Before the commission or board, the court may order such additiona 
evidence to be taken before the commission or board; and to be ad- 
duced upon the hearing in such manner and upon such terms and con- 
ditions as to the court may seem proper.” 

The procedure provided by this sentence appears to be appropriate 
as to evidence discovered or matters arising after the institution of 
the court proceeding and, also, as to situations where the agency has 
refused a rehearing or further hearing requested by the person to 
whom the agency order has been directed. e believe, however, that 
where the agency or the parties discover a deficiency in the proceeding 
prior to the institution of a court perenne the agency, on its own 
motion or on application of the parties, should be empowered to order 
a rehearing or a further hearing without that question being submitted 
to a court. Moreover, if a party has grounds for requesting a rehear- 
ing or further hearing, he should, in our opinion, be required to bring 
the matter to the attention of the agency and not delay the conclusion 
of the proceeding by waiting until it is in court before making the 
request. The action of the agency upon such an application would, 
wae event, be reviewable by the court upon review of the agency’s 
order. 

While such rehearings or further hearings prior to the institution 
of court proceedings were probably contemplated by the bill, we 
believe that the language employed should be sufficiently clear to 
avoid possible future controversy as to meaning. In order to accom- 
plish this, it is recommended, in addition to the suggested amendment 
to the second paragraph of section 11 (designated as subpar. (b) in the 
bill), that the sentence beginning in line 3, page 3 of the bill, also be 
amended by adding at the end thereof the following italicized proviso: 

“Tf either party shall apply to the court for leave to adduce addi- 
tional evidence, and shall show to the satisfaction of the court that 
such additional evidence is material and that there are reasonable 
grounds for the failure to adduce such evidence in the proceedin 

efore the commission or board, the court may order such addition 

evidence to be taken before the commission or board, and to be 
adduced upon the hearing in such manner and upon such terms and 
conditions as to the court may seem proper: Provided, That appliea- 
tions for rehearing or further hearing by persons subject to such an 
order of a commission or board, except as to matters discovered or arising 
after the filing in the court of the transcript of the record of the proceeding 
before the commission or board, shall be made to and determined by the 
commission or board, subject to review by the court upon the review of 
the order of the commission or board.” 

As stated above, we believe that adoption of S. 721 would result 
in the more expeditious enforcement of agency orders and, therefore, 
recommend its enactment with the amendments herein suggested, 

Yours very truly, 
Howarp F reas, Chairman, 
ANTHONY ARPAIA, 
Rosert W. Minor, 
Committee on Legislation, 
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Boarp or GovERNORS OF THE 
FeperaL Reserve System, 
to ~ THE Saar ene 
ashington, u 15, 1968, 
Hon. James O. Easttanp, a “ 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Senator Eastianp: This is in response to your letter of 
April 2 requesting a report by the Board of Governors on S. 721, a 
bill to amend section 11 of the Clayton Act to provide for the more 
expeditious enforcement of cease-and-desist orders issued thereunder, 
and for other purposes. 

Under section 11 of the Clayton Act (15 U.S.C, 21), this Board is 
authorized to enforce een with sections 2, 3, 7, and 8 thereof 
“where applicable to banks, banking associations, and trust com- 
panies.” The only proceeding that has been conducted pursuant to 
this authority terminated at a stage prior to the point at which would 
arise the problems of enforcement that led to the introduction of S. 721. 
Consequently, the Board cannot draw upon actual experience with 
these problems in forming its judgment as to the desirability of the 

roposed amendment of section 11. However, it appears to the 
Board that the proposed enforcement procedure would be more 
expeditious than the present procedure without adversely affecting 
the rights and safeguards to which respondents in Clayton Act pro- 
ceedings are entitled. The bill would introduce into the Clayton Act 
an enforcement procedure similar to that provided by section 5 of 
the Federal Trade Commission Act as amended in 1938 (15 U.S.C. 45). 
. The Board of Governors favors the general objective embodied in 
. 721. 
Sincerely yours, 
Wan. McC, Martin, Jr. 


Crviz Amronavtics Boarp, 
Washington, April 22, 1958. 

Hon. James O. Eastianp, 

Chairman, Committee on the Judiciary, 

U.S. Senate, Washington, D.C. 


Dear Senator Eastianp: This is in reply to your letter of April 
2, 1958, requesting a report on S. 721, a bill to amend section 11 of the 
Clayton Act to provide for the more expeditious enforcement of cease- 
and-desist orders issued thereunder, and for other purposes. 

While section 11 of the Clayton Act confers upon the Civil Aero- 
neutics Board jurisdiction to enforce compliance with sections 2, 3, 7 
and 8 of that act insofar as they are applicable to air carriers and 
foreign air carriers subject to the Civil Aeronautics Act, the Board 
has not in the past had occasion to exercise that jurisdiction. This is 
attributable to the fact that the Civil Aeronautics Act itself contains 
provisions which to a large extent duplicate those provisions of the 
Clayton Act. Nevertheless, should a situation arise in which it would 
be necessary for the Board to exercise its jurisdiction under that act, 
the Board would desire that its orders be enforced expeditiously. 
This is not possible under existing law. Accordingly, we welcome the 
opportunity to support legislation designed to accomplish that end. 
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Under section 11 in its present form, a full-scale administrative 

roceeding followed by the issuance of a cease-and-desist order may 
be but a preliminary step in the effective prevention of Clayton Act 
violations. The cease-and-desist order has no practical efficacy at 
this point. Nor does it become final, and, therefore, enforcible, by 
the passage of a specified period of time during which review might 
have been sought. Before any consequence attaches to violation of 
the order, it must be reinforced by a judicial decree of enforcement. 
Moreover, even if review proceedings are held, a judicial decree that 
the order is valid does not, of itself, entitle the administrative agency 
to the decree of enforcement. The order is, thus, still lacking any 
practical efficacy. In order to secure a decree of enforcement, the 
agency must allege and show that the order has been violated or that 
a violation is imminent. Federal Trade Comm’n v. Ruberoid Co. (343 
U.S. 470, 477). This involves further hearings before the agency, 
which acts as a sort of special master for the court of appeals. The 
findings as to violation are then subject to review by the court and, if 
sustained, a decree of enforcement is issued. Thereafter, contempt- 
of-court penalties could be imposed upon a showing of another viola- 
tion. This would, however, require still a third Biating before the 
agency as to any disputed factual question, and review thereof by the 
court of appeals. Succinctly stated, there must be a first violation of 
the act before the cease-and-desist order may be issued. There must 
then be a second violation (or imminent threat thereof) before the 
order can be made legally binding, and even then it binds only as to a 
third and subsequent violations. 

Obviously, unnecessary frustration and delay are inherent in such 


a cumbersome procedure. We note that this has been the experience 
of the Federal ‘Trade Commission, which so enthusiastically favors the 
enactment of S. 721. Enforcement has been found to require that 
Commission attorneys spend thousands of hours attempting to make 
old orders legally effective. 


S. 721 requires no judicial decree of enforcement to give the cease- 
0 i 


and-desist order vitality. It provides for the direct and immediate 
effectiveness of orders where review is not sought within 60 days. At 
that point, violation renders the respondent liable to civil penalties. 
Should review be sought and the order affirmed, the court of appeals 
is directed to issue a decree commanding obedience to the order. This 
decree is in no way made dependent upon past or imminent violation 
of the order, but is an automatic consequence of the court’s determi- 
nation that the order is valid. Thereafter, violation involves liability 
for civil penalties or contempt of court, or both. Most important, 
however, is the fact that, whether review is had or not, under 8, 721 
a respondent will no longer be entitled to one free violation of the order 
(two violations of the act) and the intermediate administrative and 
judicial steps necessary to prove the free violation (or threat thereof) 
will no longer be required. More effective enforcement of the Clayton 
Act will, inevitably, follow. For these reasons, the Board favors 
enactment of S. 721. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
James R. Durresn, Chairman. 
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CoMMENTS OF THE FepERAL CommuNIcATIONS ComMIssION on §S. 721, 
4 Brut To Amenp Section 11 or tHe Crayton Act To Proving 
For THE More Expzpitious ENrorcEMENT oF CEASE-AND-DEsIst 
Orprrs Issuzep THEREUNDER, AND FOR OTHER PuRPOSES 


S. 721 would, as its main objective, amend section 11 of the Clayton 
Act (38 Stat. 735, as amended; 15 U.S.C. 21) in order to make cease- 
and-desist orders issued thereunder self-executing and provide for 
monetary penalties for violations after the orders are final. This 
would result in more expeditious enforcement of such orders because 
under the present law, it is necessary for the commission or boar 
issuing cease-and-desist orders to apply to the appropriate United 
States court of appeals to seek enforcement of such orders. In addi- 
tion, the present section 11 does not provide for monetary penalties 
in the event there is failure or neglect in obeying such orders. 

The proposed legislation very clearly sets out the method of appeal- 
ing from an order, the court which is to have jurisdiction, the pro- 
cedure upon appeal, and what constitutes a final order. The method 
of appeal is specifically stated and it embodies the necessary proce- 
dural safeguards so that any part to an order is apprised of his rights. 
The jurisdiction on appeal is set forth without ambiguity. The pro- 
posed revision very specifically spells out what constitutes a final order 
of a commission or board, and thereby gives all parties to an order a 
clear and definite understanding of when and in what fashion the 
proposed monetary penalties will be incurred. 

he Federal Communications Commission has had little or no expe- 
rience in applying the present provisions of section 11 of the Clayton 
Act. However, this Commission’s organic act—the Communications 
Act of 1934, as amended (47 U.S.C. 151 et seq.)—provides for issuance 
of cease-and-desist orders which are self-executing unless an appeal is 
taken. Based upon this Commission’s experience with its own act, 
the proposal will aid all commissions and boards affected thereby. 
This Commission, therefore, endorses the proposed legislation. 

Adopted April 23, 1958. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXTX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Section 11 or an Act Approvep Ocroser 15, 1914, as AMENDED 
(38 Srat. 734) 
Sua. 11. fe) ¢ 2.9 


Make 


[If such person fails or neglects to obey such order of the commis- 
sion or board while the same is in effect, the commission or board may 
apply to the circuit court of appeals of the United States, within any 
circuit where the violation complained of was or is being committed 
or where such person resides or carries on business, for the enforce- 
ment of its order, and shall certify and file with its application a 
transcript of the entire record in the proceeding, inclu all the 
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testimony taken and the report and order of the commission or board. 
Upon such filing of the application and transcript the court shall cause 
notice thereof to be served upon such person and thereupon shall 
have jurisdiction of the proceeding and of the question determined 
therein, and shall have power to make and enter upon the pleadings, 
testimony, and proceedings set forth in such transcript a decree 
ing, modifying, or setting aside the order of the commission or 
board. The findings of the commission or board as to the facets, if 
euppeeeed by testimony, shall be conclusive. If either party shall 
apply to the court for leave to adduce additional evidence, and shall 
ow to the satisfaction of the court that such additional evidence is 
material and that there were reasonable grounds for the failure to 
adduce such evidence in the proceeding before the commission or 
board, the court may order such additional evidence to be taken before 
the commission or board and to be adduced upon the hearings in such 
manner and upon such terms and conditions as to the court may seem 
roper. The commission or board may modify its findings as to the 
acts, or make new findings, by reason of the additional evidence so 
taken, and it shall file such modified or new findings, which, if sup- 
ported by testimony, shall be conclusive, and its recommendation, if 
any, for the modification or setting aside of its original order, with the 
return of such additional evidence. The judgment and decree of the 
court shall be final, except that the same shall be subject to review 
by the Supreme Court upon certiorari as provided in section two 


hundred and forty of the Judicial eee 
(c) Any [party] person required by suc 

board to cease and desist from [a] any such violation [charged] may 

obtain a review of such order in [said United States Court of Appeals] 


order of the commission or 


the court of appeals of the United 8 for any circuit within which suc 

violation occurred or within which such person resides or carries on 
business, by filing in the court, within sixty days after the date of the 
service of such aaet @ written petition praying that the order of the 
commission or board be set aside. A copy of such petition shall be 
forthwith [served upon the commission or board, ] transmitted by the 
clerk of the court to the commission or board, and thereupon the commis- 
sion or board [forthwith shall certify and file] shall file in the court 
[a transcript of the record] the record in the proceeding, as provided 
an section 2112 ¢ title 28, United States Code. [as hereinbefore pro- 
vided.J]_ Upon [the] such filing of the [transcript] petition the court 
shall have [the same] jurisdiction [to affirm, set aside, or modify 

of the proceeding and of the question determined therein concurrently wit 

the commission or board until the filing of the record and shall have power 
to make and enter a decree affirming, modifying, or setting aside the 
order of the commission or board [as in the case of an application by 
the commission or board for the enforcement of its order, and], and 
enforcing the same to the extent that such order is affirmed, and to issue 
such writs as are ancillary to its yurisdiction or are necessary in its 
judgment to prevent injury to the public or to competitors oa ae lite. 
[t] The findings of the commission or board as to the facts, if sup- 
ported by [substantial] evidence, shall [in like ot be conclu- 
sive. To the extent that the order of the commission or board is affirmed, 
the court shall issue its own order commanding obedience to the terms 
of such order of the commission or board. If either party shall apply 
to the court for leave to adduce additional evidence, and shall show to 
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the satisfaction of the court that such additional evidence is material and 
that there were reasonable grounds for the failure to adduce such evidence 
in the proceeding before the commission or board, the court may order 
such additional evidence to be taken before the commission or board, and 
to be adduced upon the hearing in such manner and upon such terms and 
conditions as to the court may seem proper. The commission or board 
may modify its findings as to the facts, or make new findings, by reason 
of the additional evidence so taken, and shal! file such modified or new 
findings, which, tf supported by evidence, shall be conclusive, and its 
recommendation, if any, for the modification or setting aside of its original 
order, with the return of such additional evidence. The judgment and 
decree of the court shall be final, except that the same shall be subject to 
review by the Supreme Court upon certiorari, as provided in section 1254 
of title 28 of the United States Code. 

(d) [The] Upon the filing of the record with it the jurisdiction of the 
[United States] court of appeals to [enforce, set aside, or mosnyg 
affirm, enforce, modify, or set aside orders of the commission or boar 
shall be exclusive. 

(e) Such proceedings in the [United States] court of appeals shall 
be given precedence over other cases pending therein, and shall be in 
every way expedited. No order of the commission or board or (the) 
judgment of the court to enforce the same shall in any wise relieve or 
absolve any person from any liability under the antitrust [Acts] laws. 

(f) Complaints, orders, and other processes of the commission 
or board under this section may be served by anyone duly authorized 
by the commission or board, either [(a)] (1) by delivering a copy 
thereof to the person to be served, or to a member of the partnership 
to be served, or to the president, secretary, or other executive officer 
or a director of the corporation to be served; or [(b)] (2) by leaving a 
copy thereof at the residence or the principal office or place of business 
of such person; or [(c)] (8) by registering and mailing a copy thereof 
addressed to such person at his or its residence or principal office of 
place of business. The verified return by the person so serving said 
complaint, order, or other process setting forth the manner of said 
service shall be proof of the same and the return post office receipt 
for said complaint, order, or other process registered and mailed as 
aforesaid shall be proof of the service of the same. 

(g) Any order issued under subsection (b) shall become final— 

(1) upon the expiration of the time allowed for filing a petition 
for review, if no such petition has been duly filed within such time; or 

(2) upon the expiration of the time allowed for filing a petition for 
certiorari, if the order of the commission or board has been affirmed, 
or the petition for review has been dismissed by the court of appeals, 
and no petition for certiorari has been duly filed; or 

(3) upon the denial of a petition for certiorari, if the order of the 
commission or board has been affirmed or the petition for review has 
been dismissed by the court of appeals; or 

(4) upon the expiration of thirty days from the date of issuance 
of the mandate of the Supreme Court, of such Court directs that the 
order of the commission or board be affirmed or the petition for review 
be dismissed. 

(h) if the Supreme Court directs that the order of the commission or 
board be modified or set aside, the order of the commission or board 
rendered in accordance with the mandate of the Supreme Court shall 
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become final upon the expiration of thirty days from the time it was 
rendered, unless within such thirty days either party has instituted pro- 
ceedings to have such order corrected to accord unth the mandate, in which 
event the order of the commission or board shall become final when so 
corrected. 

(1) If the order of the commission or board is modified or set aside by 
the court of appeals, and if (1) the time allowed for filing a petition for 
certiorari has expired and no such petition has been duly filed, or (2) the 

etition for certiorari has been denied, or (3) the decision of the court has 
lon affirmed by the Supreme Court, then the order of the commission or 
board rendered in accordance with the mandate of the court of appeals 
shall become final on the expiration of thirty days from the time such 
order of the commission or board was rendered, unless within such thirty 
days either party has instituted proceedings to have such order corrected 
so that it will accord with the mandate, in which event the order of the 
commission or board shall become final when so corrected. 

(7) If the Supreme Court orders a rehearing; or if the case is remanded 
by the court of appeals to the commission or board for a rehearing, and 
if (1) the time allowed for filing a petition for certiorari has expired, and 
no such petition has been duly filed, or (2) the petition for certiorari has 
been denied, or (3) the decision of the court Bee been affirmed by the 
Supreme Court, then the order of the commission or board rendered upon 
such rehearing shall become final in the same manner as though no prior 
order of the commission or board had been rendered. 

(k) As used in this section the term “mandate’’, in case a mandate 
has been recalled prior to the expiration of thirty days from the date of 
issuance thereof, means the final mandate. 

(1) Any person who violates any order issued by the commission or 
board under subsection (6) after such order has become final, and while 
such order is in effect, shall forfeit and pay to the United States a civil 
penalty of not more than 5,000 for each violation, which shall accrue to 
the United States and may be recovered in a civil action brought by the 
United States. Each separate violation of any such order shall be a 
separate offense, except that in the case of a violation through continuin 
failure or neglect to obey a final order of the commission or board eac. 
day of continuance of such failure or neglect shall be deemed a separate 
offense. 

Oar. 2. The amendments made by section 1 shall have no application 
to any proceeding initiated before the date of enactment of this Act under 
the third or fourth paragraph of section 11 of the Act entitled “‘An Act to 
supplement existing laws against unlawful restraints and monopolies, 
and for other purposes’’, approved October 15, 1914 (88 Stat. 735, as 
amended; 15 U.S.C. 21). Each such proceeding shall be governed by 
the provisions of such section as they existed on the day preceding the 
date of enactment of this Act. 

O 





EXTENSION OF THE DRAFT AND RELATED AUTHORITIES 
Marca 9, 1959.—Ordered to be printed 


Mr. RussE.1, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H.R. 2260) 


The Committee on Armed Services, to whom was referred the bill 
(H.R. 2260), to extend until July 1, 1963, the induction provisions of 
the Universal Military oe and Service Act; the provisions of the 
act of August 3. 1950, suspending personnel strengths of the Armed 
Forces; and the Dependents’ Assistance Act of 1950, having considered 
the same, report favorably thereon with amendments and recom- 
mend that the bill, as amended, do pass. 


AMENDMENTS 


At the end of the bill add the following new section: 


Src. 5. Section 203 of the Career Compensation Act of 
1949, as amended, is amended by striking out “July 1, 1959” 
wherever such date appears therein and inserting “July 1, 
1963” in place thereof. 


Amend the title so as to read: 
To extend the induction provisions of the Universal Mili- 
tary Training and Service Act, and for other purposes. 


EXPLANATION OF THE AMENDMENTS 


The committee amendment provides authority to continue beyond 
July 1, 1959, payments of special pay for physicians, dentists, and 
veterinarians ape on active duty subsequent to that date. Phy- 


sicians, dentists, and veterinarians or on active duty before 
July 1, 1959, now are eligible for the special pay provided in section 
203(b) of the Career Compensation Act of 1949. Unless the present 
terminal date of July 1, 1959, is extended, those medical, dental, and 
veterinary officers entering on active duty subsequent to that date 
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would not be entitled to receive special pay while those who entered 
on active duty prior to July 1, 1959, would continue to receive the pay. 
The title has been amended because of the committee amendment. 


PURPOSE 


This bill would extend for a period of 4 years, from July 1, 1959, 
through July 1, 1963, the following provisions of law: 

(1) The authority to induct persons into the Armed Forces. 

(2) The authority to issue selective service calls for physicians 
and dentists and allied specialists. 

(3) The suspension of permanent limitations on the active duty 
strength of the Armed Forces. 

(4) The authority to pay a quarters allowance to all enlisted 
members of the Armed Forces with dependents irrespective of 
rank if the dependents are not furnished Government quarters. 

(5) The authority for special pay to physicians, dentists, and 
veterinarians entering on active duty. 


THE DRAFT 
Legislative history 


Public Law 51 of the 82d Congress, which amended the Selective 
Service Act of 1948 and changed its name to the Universal Military 
Training and Service Act, was enacted on June 19, 1951. Approved 
during the Korean war, the purpose of this act was to raise immedi- 
ately the manpower necessary to build and maintain an armed force 
of the size determined by the Joint Chiefs of Staff to be our minimum 
security requirement and to provide for the maintenance of an ade- 
quate force of trained Reserves for the future security of the United 
States. Under section 17(c) of the act, no person is to be inducted 
after July 1, 1959, except deferred persons whose liability continues 
after this date, 

The Selective Service Act of 1948 was approved after the President 
reported that.the Armed Forces had been unable by voluntary recruit- 
ment to maintain the active-duty strength required by a deterioration 
in the international situation. Despite extensive recruiting efforts, 
the Armed Forces at that time numbered 1,384,000—considerabl 
below. the desired strength of slightly more than 2 million, but still 
the largest voluntary force in the history of the Nation. In the first 6 
months after enactment of the 1948 act the Armed Forces recruited 
200,000 more men than were recruited in a similar period before the 
act was approved. Because of this stimulating effect on enlistments 


only 30,129 men had to be inducted between enactment and June 30, 
1950. 


Major features of the present system 


Training and service.—In brief, the Universal Military Training 
and Service Act provides that all male persons in the United States 
must register with their local boards at age 18; that those between 
the ages of 18% and 26 are liable for training and service in the Armed 
Forces; that they may not be rejected for physical or mental reasons 
if they meet minimum standards (the President may modify these 
standards except in time of war or national emergency declared by 
the Congress); that each person inducted shall be given full and ade- 
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quate military training for no less than 4 months; and that no inductee 
shall be assigned to duty outside the United States, its Territories, 
and possessions until he has the equivalent of at least 4 months of 
basic training. The period of service for persons inducted .is 24 
months except that the Secretary of Defense has authority to provide 
for their earlier discharge or transfer to the Reserve. A registrant 
may enlist in the Regular Army for 2 years instead of being inducted 
and within quotas established for their local boards registrants between 
the ages of 18 and 26 may volunteer for induction. (A person over 
the age of 17 may volunteer for induction with ‘the written consent 
of his parent or guardian.) Section 651(a) of title 10, United States 
Code, the provisions of which were formerly contained in the Uni- 
versal Military Training and Service Act, requires that persons enter- 
ing the Armed Forces after August 9, 1955, must serve on active duty 
and in a Reserve component for 6 years. 

Deferments and exemptions:—Deferments may be authorized by the 
President for persons in any category of industry, agriculture, or 
other employment, or whose activity in study; research, medical, 
dental, scientific, and some additional endeavors is found to be ‘‘neces- 
sary to the maintenance of the national health, safety, or interest.” 
The President cannot, however, defer all persons in any particular 
category; deferments must be made on the basis of individual status. 
— person remains liable for induction until he is 35 years 
old. 

Deferments are also authorized for persons with children or with 
dependents (other than wives alone, except in cases of extreme 
hardship), for college students to permit them to complete an aca- 
demic year when they have been ordered to report for induction 


during that year, and for high school students until their graduation, 
reaching age 20, or until they stop satisfactory study, whichever first 
occurs. Certain Federal and State officials may be deferred, as wéli 
as persons who join National Guard units before reaching the age of 
18% if they continue to ae satisfactorily. Persons enrolled 


in the senior division of the 
deferment. 

Exemptions (as contrasted to deferments) are authorized for mem- 
bers of the Armed Forces on active duty, cadets and midshipmen at 
service Academies, students in officer procurement programs in mili- 
tary colleges approved by the Secretary of Defense, ministers and 
students of the ministry, sole surviving sons, veterans (as defined in 
the law), and persons who were in Organized Reserve units on Feb- 
ruary 1, 1951, and who have continued to serve satisfactorily. 

Selection.—As soon as practical after registration each registrant 
must be classified to determine his availability for induetion. The 
classification process is the key to the induction process. Classifica- 
tion must be accomplished in the spirit of the act which is that “In a 
free society the obligations and privileges of serving in the Armed 
Forces and the Reserve components thereof should be shared gen- 
erally in accordance with a system of selection which is fair and just 
and which is consistent with the maintenance of an effective national 
economy.”’ 

After registering at 18, the registrant is not liable for induction 
until reaching the age 18%. The registrant may be eligible for 
deferment or exemption when classified and thus not be immediately 
available when he reaches the age of 18%. 


OTC program are also eligible for 
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The President is authorized to select and induct persons by age 
Froup or groups and to select and induct physicians and dentists, 
nder such authority persons who are classified as available for 
service are selected and inducted in the following sequence: 
(1). Delinquents who have attained-age 19 in the order otf their 
dates of birth , with the.oldest first; 
(2) Volunteers under the age of 26, in the sequence of their 
volunteering for induction; 
3) Registrants between the ages of 19 and 26 who are not 
fathers, in the order of their dates of birth, with the oldest first; 
_ (4) Registrants between the ages of 19 and 26 who are fathers 
in the order of their dates of birth, with the oldest first; 
(5) Nonvolunteers aged 26 and older in the order of their 
dates of birth, with the youngest first; 
(6) Registrants between the ages of 18% and 19 in the order of 
their dates of birth, with the oldest first. 

Under present conditions no local board has found it necessary to 
reach below the third category to fill calls. The result is that fathers 
are not deferred (with an-attendant extension of liability for induc- 
tion) but are not reached for induction. 

The calls of the Armed Forces are met by quotas established for 
each State, Territory, possession, and the District of Columbia on 
the basis of the number of men available for service in that particular 
State, Territory, possession, or District, with provision for credits for 
registrants who are already members of the Armed Forces. Within 
States, Territories, possessions, and the District of Columbia the 
quotas are subdivided among the political subdivisions in accordance 
with the number of men available for service in each such subdivision. 
In practice, quotas are determined by applying a rejection rate, based 
on experience, against the number of men available for service in the 
age groups currently being inducted. Registrants serving on active 
Jo affect the quotas of the political subdivision from which they 
entered service by reducing the number of available men and, hence, 
the quota for such subdivision. 

Results of present system 

To evaluate the effects of the present es the Department of 
Defense conducted a statistical study of the military service status 
of men of draft age in this country. This study dealt not only with 
the current situation, but also was projected through fiscal year 1963. 
Findings from this study should serve to allay some popular miscon- 
ceptions about the draft. These findings were reviewed and found 
accurate by other Federal agencies having manpower responsibilities 
such as the Selective Service System, the Department of Labor, and 
the Office of Civil and Defense Mobilization. 

A question frequently asked is whether many young men are reach- 
ing age 26 without having performed military service. To answer 
this question the Defense study examined the status of men at age 26. 
The study showed that on June 30, 1958, there were about 1,100,000 
in this age class. Of this total 770,000 had entered military service; 
240,000 were not qualified for physical or mental reasons; and about 
90,000 were deferred for various reasons or were eligible for deferment 
because they were fathers. By actual count, the number of nonfathers 
between ages 25% and 26 who were classified I-A on June 30, 1958, 
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was 647. This demonstrates that! only a negligible number of qualified 
nonfé thérs hit avoided militety service. 

The study did not oe at this point. It made extrapolations extend- 
ing to June 30, 1963, the end of the period that the extension of the 
authority to induct would cover. This projection estimated that on 
June 30, 1963, there will be about 1,150,000 men at the age of 26. 
The estimate is that of this total 630,000 will have entered the service; 
340,000 will have been found not qualified for physical or mental 
reasons (higher than the 1959 figure because mental standards recently 
have been raised);'and 180,000 will have been deferred for various 
reasons or will have been eligible for deferment because of bein 
fathers. On June 30, 1963, it is estimated that the number o 
qualified nonfathers between the ages of 25% and 26 in class I-A will 
be less than 5,000. If this projection is accurate, and there is no 
reason to suspect that it is not, the conclusion is that virtually no I-A 
nonfather who is qualified pliysically and mentally and not eligible 
fdr'defertirént can avoid military service. 

In summary, of all registrants reaching the age of 26 in 1958, 90 per- 
cent of the qualified registrants were serving on active duty or had 
completed their military obligation. Seventy percent of all registrants, 
including those not qualified, had deutpleted, or were in the process of 
completing, their military obligation. For registrants reaching the 
age of 26 in 1963, it is estimated that 55 percent of them will have 


fulfilled, or will be ruakaet their military obligation and that almost 


80 aoe of the qualified registrants will have fulfilled, or will be 
fulfilling, their military obligation. 

Such a result seems paradoxical when one considers that more than 
1,200,000 young men will reach the age of 18% each year from now 
until 1963 and that. only about 100,000 persons will be inducted in 
1959. | A-:part.of the explanation is that in an average year more than 
50,000 pao enter ‘the Araied Forces a oe —- or in 

e 6-month training program. other factor is that fathers are not 

being inducted; some of them are deferred for dependency reasons 
and others are in class I-A but in such a low priority for induction 
that they are not reached under present circumstances. Still another 
factor is the high rate of rejection for failure to meet mental and 
physical qualifications. The current rejection rate for an age group 
as a whole is about 33 percent. Since many members of an age group 
voluntarily enter service, the rejection rate for the effective manpower 
pool is approximately 45 percent. 
_ The committee has concluded that continuation of authority to 
See at on into the Armed Forces is necessary to maintain the 
active-duty strength of the Armed Forces at levels required for the 
national defense. Although the number of persons being inducted is 
relatively small, and despite the fact that the Army is the only one of 
the Armed Forces requiring inductees, the authority to induct under 
the Universal Military Training and Service Act serves as a stimulus to 
voluntary enlistments in the other Armed Forces. 

The committee recommends extension of this authority as further 
evidence to the world of the determination of this country to defend 
itself. em the committee will continue to examine possibilities 
of improving defense manpower utilization and of eliminating what- 
ever inequities inhere in the existing system of manpower procure- 
ment, international conditions today are such that it would be fool- 
hardy not to continue the authority to induct. 









EXTENSION OF THE DRAFT AND RELATED AUTHORITIES 


SELECTIVE INDUCTION FOR PHYSICIANS AND DENTISTS 


. Section 6(h) of the Universal Military Training and Service Act 
provides that persons deferred from service remain liable for induc- 
tion until age 35. Since most physicians and dentists are deferred 
to continue their professional dueten. they. ingur ‘the liability. for 
induction until age 35 under this section. . Until 1957 .there:.was no 
authority to select persons for induction on the basis of. them: pro- 
fessional abilities or skills. Lay Od, YOO 

To permit such selective induction without also inducting unneeded 
petaamt Public Law 85-62, approved June, 27, 1957,:authorized the 

resident to. levy special calls for.medical,;: dental, and allied special- 
ists. This law also provided authority for.ordering physicians and 
dentists who were members of Reserve components to active duty for 
24 months if they have not reached age 35 and have not already served 
on active duty for at least 1 year. ) 

The combination of authority for selective induction of physicians 
and dentists and the authority for ordering physicians and dentists 
who were members of Reserve components to active duty permitted 
this special authority to operate by indirection, ; No inductions have 
been made under this authority since the physicians and dentists who 
were liable have accepted Reserve commissions and have been ordered 
to active duty as needed. i) 

Replacement requirements of the Department of Defense for phy- 
sicians in fiscal year 1960 are 1,950; for fiscal year 1961, 1,400; for 
fiscal year 1962, 1,900; and for fiscal year 1963, 1,375. — . 09 

Replacement requirements for dentists in fiscal year 1960 are 1,100; 
in fiscal year 1961, 950; in fiscal year 1962, 1,150; and in fiscal year 
1963, 950. 

The required replacements are fewer than those of previous years. 
This reduction in requirements is attributable largely to the effective- 
ness of the Medical and Dental Officer Career Incentive Act of 1956. 
This act authorized increased special pay for physicians and dentists. 
As a result of this act the strengths-of the Regular Medical and Dental 
Corps have increased in the three military departments., ,.Despite. this 
fact about 50 percent of all physicians and about 60 percent of all den» 
tists on active duty on June 30, 1959, will be noncareer officers. Expi- 
ration of the special authority for induction of physicians and dentists 
would undoubtedly reduce the number of physicians and dentists who 
accept Reserve commissions and are ed to active duty in this 
status. Such an effect would cause the military departments to have 
an inadequate number of physicians and dentists. 

The ratio of physicians on active duty to total personnel is 3.4 
physicians per 1,000 troop strength. The ratio of dentists on active 
duty to total personnel is 2 dentists per 1,000 troop strength. 



















































































































































DEPENDENTS’ ASSISTANCE ACT 





The peacetime policy of the Armed Forces would not permit the 
enlistment or seuaiotinens of members of the lower three pay grades 
and part of the fourth pay grade with dependents. For this reason 
the Career Compensation Act of 1949 did not authorize a quarters 
allowance for pay grades E-1, E-2, E-3, and E-4 with less than 
7 years of service. In time of peace the absence of authority for 
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aying quarters allowances to these grades presented no problem. 

he partial mobilization following hostilities in Korea, however, 
required the utilization on active duty of persons with dependents 
in the lower pay grades. Consequently the Congress enacted the 
Dependents’ ‘Assistance’ Act of 1950 which prescribed a system of 
quarters allowances for all enlisted grades. These quarters allow- 
ances are graduated according to grade. The following table illus- 
trates the allowances now payable. 


Not over 2 Over 2 de- 
dependents pendents 


Over 2 de- 
pendents 


$96. 
96. 
96. 


To receive these allowances a member must have in effect an al- 
lotment payable to his dependents in an amount equal to the allow- 
ance plus $40 for members of pay grades E-1, E-2, and E-3; $60 for 
pay grades E-4 and E-5; and $80 for pay grades E-6 and above. 

If the Dependents’ Assistance Act is not extended the quarters 
allowances payable to enlisted members would revert to the perma- 
nent authorizations contained in section 302(f) of the Career Com- 
pensation Act of 1949. Under these permanent authorizations per- 
sons in pay grades K-4 with less than 7 years of service and all persons 
in pay grades E-1 through E-3 are ineligible for quarters allowances 
for their dependents. Persons in other pay grades would be entitled 
to a maximum of $67.50 as a quarters allowance. At a time when 
it is necessary to use persons in the lower pay grades with dependents 
on active duty it obviously is necessary to continue the provision 
for their dependents. 


SUSPENSION OF STRENGTH LIMITATIONS 


Section 2 of the bill would amend the act of August 3, 1950, as 
amended, to continue in effect a suspension of ceilings on the author- 
ized personnel strength of the Armed Forces. 

Various provisions of law impose restrictions on the authorized 
personnel strength of the Armed Forces. These personnel strengths 
which were intended to apply in normal times total only slightly 
more than 2 million persons. Since the buildup of our Armed Forces 
following hostilities in Korea it has been necessary to suspend these 
ceilings. The act of August 3, 1950, suspended the ceilings until 
July 1, 1954. Public Law 307 of the 83d Congress extended the sus- 
pension until July 31, 1957. Public Law 85-63 extended the suspen- 
sion until July 1, 1959, at which time the peacetime ceiling would 
become effective unless the suspension is extended as contemplated 
by this bill. 


59001°—59_ S. Rept., 86-1, vol. 1-46 
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ae corey. for ornteenes of “ey! suspension still oe lied 
the end of fiscal year 1959 the jactive du streneph ngth of, ‘the Arm 
Forées is estimated to“be 2,825,000 ‘pers AY It iso att that the 
size of the Armed Forces cannot safely be reduced to only slightly 
more than 2 million persons as would be necessary if this part of 
the bill is not enacted. 

The effect of reducing active-duty strength to the peacetime ceiling 
would be particularly severe on the Air Force. Without an extension 
of the suspension ceilings provided in this bill, the Air Force would 
have to reduce its force to 502,000, a reduction of almost 350,000 from 
its estimated strength on June 30, 1959, of 850,000. The effects on the 
Army and the Navy would be not quite so drastic but failure to con- 
tinue suspension of the ceilings would cause both the Army and the 
Navy to reduce their strength below levels planned for the next fiscal 


ear. 

For the period of time that the permanent strength limitations are 
suspended there comes into effect a secondary ceiling of 5 million 

ersons on the active duty personnel strengths of the ed Forces, 
This secondary limitation will remain in effect during the period of 
suspension of the permanent limitations involved in this bill. 

ublic Law 1028, 84th Congress, which codified titles 10 and 32 

of the United States Code repealed the source laws on which the 
sections printed above were based since the sections represented a 
restatement and reenactment of the ceilings. Section 50 of Public 
Law 1028, 84th Congress, provides that if on the effective date of 
that act a provision of law that is restated in that act and repealed by 
section 53 thereof would have been in a suspended or temporarily 
superseded status except for its repeal, the provisions of Public Law 
1028 that restate the provision have the same suspended or temporaril 
superseded status. For this technical reason section 2 of the bi 
amends the act of August 3, 1950, instead of Public Law 1028, 84th 


Con . 
The primary laws prescribing pend ceilings have been codified 


in various sections of title 10, United States Code. Printed below 
is a summary of these limitations. 


ARMY 


Section 3201. Army: Members on active duty— 

(a) The authorized strength of the Army in members on active duty, 
exclusive of—(1) officer candidates; (2) Reserves on active duty for 
training; (3) members paid from appropriations for the Army Na- 
tional Guard or the Army Reserve; and (4) Reserves ordered to active 
duty in an emergency (after -_ 10, 1950)—is 837,000. 

hese provisions are derived from section 102(a) of the Army and 
Air Force Authorization Act of 1949, Public Law 604, 81st Congress 
(64 Stat. 322); and section 2 of the Selective Service Act of 1948, 
Public Law 759, 80th Congress (62 Stat. 605), and as restated in section 
2 of the Universal Military Training and Service Act, Public Law 51, 
82d Congress (65 Stat. 76). The reference to 1-year enlistees as 
an excepted category in section 102 (Army and Air Force Authoriza- 
tion Act), was omitted in the codification to conform to section 2 of the 
Universal Military Training and Service Act because the 1-year 
enlistee program was abolished by section 1(h) of the 1951 amendments 
to. that act (65 Stat. 80). 
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Section 3203 (title 10, U.S.C.) Regular Army: Members on active 


othe authorized 

he au: ee ‘of the Regular Army in members On active 
duty of officer candidates, is is-837,000--less -the- number of 
eu ot ‘the’Army on active duty who are neither members of the 
Regular Army nor members of the Army in the categories listed in 
section 3201 (a)(1)-(4). 

This section was inserted in the codification to make explicit in the 
law the authorized strength of the Regular Army, which was pre- 
viously inferred from provisions relating to the strength of the Army 
and members on active duty. 


AIR FORCE 


Section 8201 (title 10, U.S.C.) Air Force: Members on active duty— 

(a) The authorized strength of the Air Force in members on active 
duty, exclusive of—(1), officer candidaten. (2) aviation cadets; (3) 
Reserves on active duty: for training; (4)“members paid ‘from appro- 
priations for the Air National Guard or the Air Force Reserve; and 
(5) Reserves ordered to active duty in an emergency—is 502,000. 

The codification of the personnel ceilings for the Air Force is 
derived from section 202(a) Pot the Army and Air Force Authoriza- 
tion Act of 1949 (64 Stat. 323); and section 2 of the Selective Service 
Act of 1948 and as restated in section 2 of the Universal Military 
Training and Service Act (65 Stat. 76). 

a 8203 (title 10, U.S.C.) Regular Air Force: Members on 
active duty— 

Provides the same clarification for the Regular Air Forceias section 
3203 does for the Army and for the same reasons, 


NAVY 


Section 5401 (title 10, U.S.C.) Regular Navy: 4 members— 

(a) The authorized strength of the Regular N in enlisted 
members, excluding retired members and members fu oughed with- 
out pay, is 500,000. 

This section was td mainly from section 2(a) of the act of 
April 18, 1946 (to increase authorized enlisted strength) (60 Stat. =). 

Section 5402 (title 10, U.S.C.) Regular Marine Corps: Total 
enlisted members— 

Provides that the authorized strength of the Regular Marine Corps 
excluding retired members, is 400,000 except in time of war or national 
emergency declared by the Co 

In the codification of title 10, this section was derived from the 
act of June 28, 1952, Public Law 416, 82d Congress (66 Stat. 282). 
gives Section 5403 (title 10 U.S.C.) Navy: Line Officers on the active 


Provides that the active list of the Navy in line officers shall be 
equal to 7 percent of the authorized s of the Regular Navy in 
enlisted members (see sec. 5401 above). In the codification of title 
10) this section was mainly derived from section 4 of the act of April 

18, 1046 (60 Stat. 92). 


ction 5404 (title 10, U.S.C.) Navy: Staff corps officers on the 
active list— 
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This section provides various authorities for the strength of Navy 
supply, civil engineers, Medical Corps, Dental Corps, Chaplain Corps, 
Medical Service Corps, and Nurse strengths which are based on 
percentages of the Regular Navy enlisted strength of section 5401 
above. In the codification of title 10,-this section was derived from 38 


Stat. 40, 39 Stat. 576 and 581, 49 Stat. 488, 54 Stat. 527, 61 Stat, 96, 
61 Stat. 877; 61 Stat. 736, and 62 Stat. 366. 


ARMED FORCES, WOMEN 


Section 3209 (title 10, U.S.C.) Regular Army: Commissioned officers 
on active list; other branches; Women’s Army Corps— 

Provides that the authorized strength of the Women’s Army Corps 
in commissioned officers on the active list of the Regular Army is 
prescribed by the Secretary, however, it may not be more than 2 per- 
cent of the authorized strength of the Regular Army in commissioned 
officers on the active list. 

Section 3215 (title 10, U.S.C.) Regular Army: Women’s Army 
ea warrant officers on active list; enlisted members on active 

uty— 

Provides that the strengths of the Women’s Army Corps of the 
Regular ‘Army in warrant officers and enlisted members on active 
duty is as prescribed by the Secretary, however, it may not be more 
than 2 percent of the authorized strength prescribed in section 3214 
(which is 837,000 less the officer components and stated exclusions in 
sec. 3201(a) above). 

In the codification of title 10, sections 3209 and 3215 were mainly 
derived from section 102 of the Women’s Armed Services Integration 
Act of 1948 (62 Stat. 357). - 

Section 8208 (title 10, U.S.C.) Regular Air Force: * * * Female 
commissioned officers other than those designated to perform pro- 
fessional functions. 

Section 8215 (title 10, U.S.C.) Regular Air Force: Female warrant 
officers on the active list; female enlisted members on active duty. 

These sections provide strength limitations on the number of female 
officers, warrant officers, and enlisted members on active duty by pro- 
viding that the Secretary may prescribe such numbers; however, they 
may not exceed 2 percent of the authorized strength of the Regular 
Air Force. 

In the codification of title 10, these sections were mainly derived 
from section 302 of the Women’s Armed Services Integration Act of 
1948 (62 Stat. 371). 

Section 5410 (title 10, U.S.C.) Regular Navy and Regular Marine 
Corps: Enlisted women, 

Section 5411 (title 10, U.S.C.) Regular Navy and Regular Marine 
Corps: Women officers. 

These sections provide limitations on women officers and enlisted 
women of the Regular ae and Regular Marine Corps and provide 
that the authorized strength shall be 2 percent of the Regular Navy 
in enlisted members (see sec. 5401 above) and 2 percent of the author- 
ized strength of the Regular Marine Corps in enlisted members (see 
sec. 5402 above), and also provide for the strength of women officers. 

In the codification of title 10, these sections were mainly derived 
from section 202 of the Women’s Armed Services Integration Act 
of 1948 (62 Stat. 363). 
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SPECIAL PAY FOR PHYSICIANS, DENTISTS, AND VETERINARIANS 


Under existing law physicians, dentists, and veterinarians on active 
duty or entering on active duty before July 1, 1959, receive special 
pay as authorized in section 203(b) of the Career Compensation Act 
of 1949. Unless the authority for this special pay is continued 
beyond July 1, 1959, those physicians, dentists, and veterinarians 
entering on active duty after that date would not be entitled to receive 
special pay but those who have entered on active duty prior to July 1, 
1959, would continue to receive the pay. 

Section 203(b) of the Career Compensation Act of 1949 authorizes 
the following amounts of special pay: Medical and dental officers 
receive a scale of special pay graduated in accordance with their 
length of service as medical and dental officers. Those with: less than 
2 years of such duty receive $100 per month; those with service of 
from 3 to 6 years receive $150 per month; those with service of between 
6 and 10 years receive $200 per month; and those with more than 10 
years of service receive $250 per month. Veterinary officers receivé 
special pay of $100 per month regardless of their length of service. 

These special payments are intended to make military medical 
compensation more competitive with incomes received by persons in 
civilian life with similar experience. 

It seems clear that these special payments and other special provi+ 
sions for doctors, dentists, and veterinarians have improved the 
career structure of these corps. 


DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report are a letter 
from the Secretary of Defense dated January 9, 1959, and a letter 
from the Deputy Secretary of Defense dated February 10, 1959, 
requesting enactment of the authorities contained in this bill, indi- 
cating that it will cause no increase in the budget of the Department 
of Defense, and stating that the Bureau of the Budget has no objection 
to it. 


Tue Secretary OF DrErensz, 
Washington, January 9, 1959. 
Hon. Ricnarp M. Nrxon, 
President of the Senate. 


_ Dear Mr. Presipent: There is forwarded herewith a draft of leg- 
islation to extend until July 1, 1963, the induction provisions of the 
Universal Military Training and Service Act; the provisions of the 
act of August 3, 1950, suspending personnel strengths of the Armed 
Forces; and the Dependents Assistance Act of 1950. | 

This proposal is part of the Department of Defense legislative 
program for 1959 and the Bureau of the Budget has advised that it 
is in accord with the program of the President. It is recommended 
that. this proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


_ The principal purpose of the proposed legislation is to extend the 
induction authority of the Universal Military Training and Service 





Act, including special calls for the induction of ns in the medi- 

, dental, and allied specialist categories, until July 1, 1963. With- 
out such authority it would not be possible to maintain the military 
strength levels, Active and Reserve, deemed necessary to insure our 
national security. 

In.order to meet total military manpower. requirements, it has been 
necessary to make consistent use of the draft authority during the 
past several years. In addition, the existence of the authority has 
stimulated many men to volunteer for mili service. Many per- 
sons enlist in the service of their choice, enter ROTC or other officer 

rograms, or enter Reserve programs in preference to being inducted, 
The loss of the draft authority would have adverse effects on all of 
these important programs. 

Continuing authority is also needed to.make-special calls for phy- 
sicians, dentists, and other medical specialists. Draft-inspired vol- 
unteers have been the ae source of medical and dental officers 
during the past several years. The act operates in such a manner 
that the required number of physicians and dentists affected by its 
provisions accept commissions and are subsequently ordered to active 
duty as commissioned officers. 

Many steps have been taken to enhance the ability of the military 
departments to attract and retain qualified manpower by voluntary 
means. The Congress has been extremely helpful in this respect by 
providing legislation such as the military pay bill, the Servicemen’s 
and Veterans’ Survivor Benefits Act, and the Dependents’ Medical 
Care Act. It is apparent, however, that volunteer programs alone 
will not meet all of the military manpower needs. e therefore 
regard the proposed legislation as absolutely imperative to the 
security of the Nation at this time and for the foreseeable future. 

This proposal would also extend until July 1, 1963, the provisions 
of the act of August 3, 1950 (Public Law 655, 81st Cong. (64 Stat. 408)) 
as amended. In 1957, suspension of the limitation on the authoriz 
active duty personnel strength of the Armed Forces, as well as other 
limitations on the authorized personnel strength of other components 
and branches of the Armed Forces, was extended until July 1, 1959 
(Public Law 85-63 (71 Stat. 208)). 

Active — personnel requirements of the Armed Forces have ex- 
ceeded basic legislative limitations since 1951. Congress has, in the 
past, recognized that it would be impossible for the Armed Forced to 
meet their commitments under the authorized strengths contained in 
ee law. Unless the suspension of the permanent personnel 
vines ceilings is continued, a substantial reduction from approxi- 
mately 2,500,000 to approximately 2 million would be required. This 
would result in the demobilization of large segments of active combat 
and supporting elements, and clearly would be detrimental to national 
oes. in view of the continued uncertainty of world conditions. 

Further, the proposal would also extend the Dependents’ Assistance 
Act, which otherwise would terminate on July 1, 1959. The 4-year 
extension coincides with the pro extension of the induction au- 
thority. This is weer | to enable enlisted members with dependents 
to continue in receipt of increased allowances for quarters, thereby 
assuring adequate financial assistance for members of the 
Forces and their dependents, inducted or enlisted in the future as well 
as those now on active duty. Termination of this legislation would 
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impose undue financial hardship upon members who are ordered into 
the Armed Forces involuntarily. Additionally, to allow this legisla- 
tion to expire would act as a deterrent to those who might otherwise 
volunteer for military service. 


COST AND BUDGET DATA 


This 9 would cause no increase in budgetary requirements 
within the Department of Defense. 
Sincerely yours, 
Nem McE roy. 


Tue Secretary or D2Erensz, 
Washington, February 10, 1959. 
Hon. Ricnarp M. Nixon, 
President of the Senate. 


Dear Mr, Presipent: There is forwarded herewith a draft of 
legislation to amend section 203 of the Career Compensation Act of 
1949, as amended, to provide for authority to make payments of 
special pay for certain physicians, dentists, and veterinarians after 

une 30, 1959. , 

This proposal is a part of the Department of Defense legislative 
program for 1959 and the Bureau of the Budget has advised that it has 
no objection to the submission of this proposal for the consideration 
of the Congress. The Department of the Army has been designated as 
the representative of the Department of Defense for this legislation. 
It is recommended that this proposal be enacted by the Congress. 


PURPOSE OF THE. LEGISLATION 


The purpose of this proposed legislation is to provide authority to 
continue beyond July 1, 1959, payments of special pay for physicians, 
dentists, and veterinarians entering on active duty subsequent to that 
date. At the present time physicians, dentists, and veterinarians on 
active duty or entering on active duty receive the special pay as 
provided in section 203(b) of the Career Compensation Act of 1949. 
Unless this proposed legislation is approved by the Congress, those 
officers entering on active duty subsequent to July 1, 1959, will not 
be. entitled to receive special pay, whereas those who have entered 
prior thereto will continue to receive the pay. 

The present rates of special poy for physicians and dentists were 
authorized by the Medical and Dental Officer Career Incentive Act of 
1956; however, that act did not alter the existing expiration date. 
Originally, special pay was designed to provide an incentive to physi- 
cians and dentists to volunteer for service with the Armed Forces, 
which were at the time confronted with a serious problem in obtaining 
sufficient numbers of qualified physicians and dentists. In 1956 the 
problem of procuring and retaining career medical officers in the 
armed services became so acute that the Medical and Dental Career 
Incentive Act of 1956 was enacted. Recognizing that a wide disparity 
in income existed between the military physician and his civilian 
counterpart, the Act increased special pay substantially. The 1958 
amendments to the Career Compensation Act of 1949, which revised 
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the basic pay structure of the military services, resulted in some 
additional increase for medical and dental officers; however, the 
income differential between the military and civilian physician is still 
quite sizable. 

Experience in the past 2 years has shown that the special pay 
authorized in 1956 has had the desired effect and produced the bene- 
ficial results that were anticipated. For the first time in many years 
there has been a marked increase.in Regular medical officers serving 
on active duty in the Armed Forces. More significant is the fact 
that the resignation rate of medical and dental officers has been 
considerably reduced. This favorable trend would undoubtedly be 
reversed and the gains in Regular medical officers in the Armed 
Forces would soon be wiped out without the authority sought in 
this legislation. ; 

The Department of Defense is of the opinion that the future re- 
cruitment of career medical officers would be seriously impaired if the 
current rates of special pay are not extended beyond July 1, 1959, or 
if the current rates are reduced. Without special pay, the military 
services cannot hope to continue to interest these professional men 
in a military medical career. 

Further, based upon income statistics available, it is estimated 
that the average annual income of a civilian physician now exceeds 
$17,000. Civil service pay scales were recently revised upward and 
the Veterans’ Administration increased salaries for these categories 
of professional men. It seems apparent that unless the authority to 
continue special pay is continued, the Armed Forces will be in a highly 
wifaversble competitive position for physicians both within and with- 
out the Government. 

It is urgently recommended that this proposed legislation be enacted. 


COST AND BUDGET DATA 


No additional cost will result from the enactment of this proposed 
legislation. 


Sincerely yours, 


Donatp A. Quaruzs, Deputy. 
CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law proposed to be made by 
the bill are shown as follows (existing law to be omitted is enclosed in 
black brackets, new matter is printed in italic, and existing law in 
which no change is proposed is shown in roman): 


UnriversaL Miurrary TRAINING AND Service Act 


Sac,.17,.° * * 

(c) Notwithstanding any other provisions of this title, no person 
shall be inducted for training and service in the Armed Forces after 
[July 1, 1959,] July 1, 1963, except persons now or hereafter deferred 
under section 6 of this title after the basis for such deferment ceases 
to exist. 
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Section 1 or tHe Act or Avucust 3, 1950, as AMENDED 


That pecs of law imposing restrictions on the authorized 

ersonnel strength of any component of the Armed Forces, includ- 
ing sections 102, 202, 213 and 302 of the Women’s Armed Services 
Integration Act of 1948 (62 Stat. 357, 363, 369, and 371), section 
2, title I of the Selective Service Act of 1948 (62 Stat. 605), as 
amended, section 2 of the Act of April 18, 1946 (60 Stat. 92), and 
sections 101 and 202 of the Act of July 10, 1950 (64 Stat. 322 and 
323), are hereby suspended until [July 1, 1959] July 1, 1963. 


DEPENDENTS AssISTANCE Act oF 1950 


Sec 16. This Act, except sections 10, 11, and 12 hereof, shall 
terminate on [July 1, 1959] July 1, 1963. 


Act or June 27, 1957, Pustic Law 85-62 


Sec. 9. This Act takes effect July 1, 1957, and shall terminate on 
[July 1. 1959] July 1, 1968. 


CarREER ComMPpENSATION Act oF 1949 


Src. 203. (a) The term ‘‘commissioned officers”, as used in this 
section, shall be interpreted to mean only (1) those commissioned 
officers in the Medical and Dental Corps of, or designated as medical 
or dental officers in, the Regular Army, Navy, and Air Force and 
commissioned medical and dental officers of the Regular Corps of the 
Public Health Service who were on active duty on September 1, 1947; 
(2) those commissioned officers in the Medical and Dental Corps of, 
or designated as medical or dental officers in, the Regular Army, Navy, 
and Air Force and commissioned medical and dental officers of the 
ar cd Corps of the Public Health Service, who were retired prior 
to September 1, 1947, and who thereafter but prior to [July 1, 1959] 
July 1, 1963, have been or may be assigned to active duty; (3) those 
officers who, heretofore but subsequent to September 1, 1947, have 
been or who, prior to [July 1, 1959] July 1, 1963 may be commissioned 
in the Medical and Dental Corps of, or designated as medical or dental 
officers in, the Regular Army, Navy, and Air Force or as medical and 
dental officers of the Regular Corps of the Public Health Service; 
(4) such officers who on September 1, 1947, were or who thereafter 
have been or may be commissioned in the Medical and Dental Corps 
of, or designated as medical or dental officers in, the Officers’ Reserve 
Corps, the United States Air Force Reserve, the Naval Reserve, the 
National Guard, the National Guard of the United States, the Air 
National Guard, the Air National Guard of the United States, the 
Army of the United States, the Air Force of the United States, or as 
medical and dental officers of the Reserve Corps of the Public Health 
Service and who heretofore, but subsequent to September 1, 1947, 
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have been called or ordered to extended active duty of one year or 
longer, or who may, prior to [July 1, 1959] July 1, 1963, be called 
or ordered to extended active duty of one year or longer; (5) gen- 
eral officers appointed from the Medical and Dental Corps of, or 
previously designated as medical or dental officers, in the Regular 
Army, the Officers’ Reserve Corps, the National Guard, the National 
Guard of the United States, the Army of the United States, the 
Regular Air Force, the United States Air Force Reserve, the Air 
National Guard, the Air National Guard of the United States, and 
the Air Force of the United States who were on active duty on Sep- 
tember 1, 1947; and (6) general officers who, subsequent to September 
1, 1947, have been or who may be appointed from those officers of the 
Medical and Dental Corps of, or from those officers designated as 
medical or dental officers in, the Reguler Army, the Officers’ Reserve 
Corps, the National Guard, the National Guard of the United States 
the Army of the United States, the Regular Air Force, the Unit 
States Air Force Reserve, the Air National Guard, the Air National 
Guard of the United States, and the Air Force of the United States 
who are included in parts (1), (2), (3), or (4) of this subsection. 

(b) In addition to any pay, allowances, special or incentive pays 
that they are otherwise entitled to reccive, commissioned officers as 
defined in subsections (a) and (c) of this section shall be entitled to 
receive special pay at the rate of— 

(1) $100 per month for each month of active service for those 
medical wad’ dental officers covered by subsection (8) who have 
not completed two years of active service in 8 category covered 
by that subsection; 

(2) $100 per month for each month of active service for those 
veterinary officers covered by subsection (c); 

(3) $150 per month for each month of active service for those 
medical and dental officers covered by subsection (a) who have 
completed at least two years of active service in a category cov- 
ered by subsection (a); 

(4) $200 per month for each month of active service for those 
medical and dental officers covered by subsection (a) who have 
completed at least six years of active service in a category covered 
by subsection (a); ae ( 

(5) $250 per month for each month of active service for those 
medical and dental officers covered by subsection (a) who have 
completed at least ten years of active service in a category covered 


by subsection (a): 

Provided, That such sums shall not be included in computing the 
amount of increase in pay authorized by any other provision of this 
Act or in computing retired pay, disability retirement pay, or any 
severance pay: Provided further, That the commissioned officers de- 
scribed in subsection (a)(4) of this section who are called or ordered 
to active duty without their consent shall not be entitled to receive 
the pay provided by this subsection for any period prior to September 
9, 1950: And provded further, That no commissioned officer as de- 
scribed in subsection (a) of this section shall, while he is serving as & 
medical or dental intern, be entitled to receive the special pay pro- 
vided in this subsection. 

(c) Effective July 1, 1953, the term “commissioned officer’, as 
used in this section, shall, in addition to those categories defined in 
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subsection (a) hereof, include (1) those commissioned officers in the 
Veterinary Corps of, or designated as veterinary officers in, the Reg- 
ular Army and Air Force and commissioned veterinary officers of the 
Regular Corps of the Public Health Service who are on active duty 
on the date of enactment of this subsection; (2) those commissioned 
officers of the Veterinary Corps of, or designated as veterinary officers 
in, the Regular Army and ‘ke Force and commissioned veterinary 
officers of the Regular Corps of the Public Health Service, who were 
retired prior to the date of enactment of this subsection and who 
thereafter but prior to [July 1, 1959,] July 1, 1963, have been or may 
be assigned to active duty; (3) those officers who subsequent to the 
date of enactment of this subsection but prior to [July 1, 1959,] 
July 1, 1963, may be commissioned in the Veterinary Corps of, or 
designated as veterinary officers in, the Regular Army and Air Force 
or as veterinary officers of the Regular Corps of the Public Health 
Service; (4) such officers who on the date of enactment of this sub- 
section are or who hereafter may be commissioned in the Veterinary 
Corps of, or designated as veterinary officers in, the Army Reserve, 
the Air Force Reserve, the Army of the United States, the Air Force 
of the United States, or as veterinary officers of the Reserve Corps 
of the Public Health Service and who are on active duty on the date 
of enactment of this subsection as a result of having been called or 
ordered to extended active duty of one year or Jonger, or who may, 
prior to [July 1, 1959,] July 1, 1963, be called or ordered to extended 
active duty of one year or longer; (5) general officers appointed from 
the Veterinary Corps of, or previously designated as veterinary officers 
in, the Regular Army, the Army Reserve, the Army of the United 
States, the Regular Air Force, the Air Force Reserve and the Air 
Force of the United States who are on active duty on the date of 
enactment of this subsection; and (6) general officers who, subsequent 
to the date of enactment of this subsection, may be appointed from 
those officers of the Veterinary Corps of, or from those officers desig- 
nated as veterinary officers in, the Regular Army, the Army Reserve, 
the Army of the United States, the Regular Air Force, the Air Force 
Reserve, and the Air Force of the United States who are included 
in parts (1), (2), (3), or (4) of this subsection. 


O 
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2. Increased Patent Office fees. __--._..............-. 
. Supplementary awards for inventors 
. Publication bill 
. The 20-year bill 
. The jukebox bill 
. Other copyright bills 
8. Private bills 


II. Patent study 
A. List o 


rogram 
studies previously completed 


B. Studies completed during the last session 


9 


10. 


11. 
12. 


13. 
14, 


15. 
16. 
17. 
18. 


19. 
20. 


21. 


. “Recordation of Patent Agreements—A Legislative 


History,” by Legislative Reference Service 
(Michael Daniels and Victor L. Edwards) 

“Exchange of Patent Rights and Technical Informa- 
i nder Mutual Aid Programs,” by Michael 
H. Cardozo 

“The Impact of the Patent System on Research,” 
by Seymour Melman 

“Compulsory Licensing of Patents—A _ Legisla- 
tive History,’’ by Legislative Reference Service 
(Catherine 8S. Corry) 

“Patent Office Fees—A Legislative History,” by 
Legislative Reference Service (Victor L. Edwards) _ 

“Economic Aspects of Patents and the Ameriean 
Patent System: A Bibliography,” by Legislative 
Reference Service (Julius W. Allen) 

“An Economic Review of the Patent System.” by 
Fritz Machlup 

“The Research and Development Factor in Mergers 
and Acquisitions,’’ by Murray Fried 

“Renewal Fees and Other Patent Fees in Foreign 
Countries,”’ by P. J. Federico 

“Synthetic Rubber: A Case Study in Technological 
Development Under Government Direction,” by 
Robert A. Solo 

“Compulsory as Under Some Non-American 
Systems,” by Fredrik Neumeyer 

“A Special Court of Patent Appeals: A Legisla- 
tive History,’’ by Legislative ference Service 
oe nway) 

“Modern Developments in Industrywide, 
tive Research,’’ by the Office of Technical Services 
(John Green, Director) 


C Additional studies assigned 
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III. International developments 

A. The Lisbon conference 

B. Foreign ae problems and proposals 
IV. Continuing problems of the patent system 


A. A a encouragement and reward for research and inven- 


B. Efficient administration of the patent system by the Patent 
Office and the courts 
C. The use of patents after issuance 
Conclusion 
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Mr. O’Mauoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[Pursuant to S. Res. 236, agreed to February 5, 1958] 


INTRODUCTION 


The program of the subcommittee during the second session of the 
85th Congress has been designed to sustain the public interest and to 
improve the patent law during a period which has been marked by 
unprecedented advances in the fields of technology and science. 
During this period the Government has been compelled, for reasons 
- of defense, t6 engage in unparalleled research, the cost of which has 
been steadily increasing. The National Science Foundation, in its 
report for fiscal years 1956, 1957, and 1958, shows that research 
« ORRFO riations throughout the Government, amounting to more 

than 31 billion in 1949, had exceeded $3 billion by 1958, and the 

President’s budget for 1960, just submitted to Congress, asks for 
over $5 billion for research and development, more than $3% billion 
« of this total for the Defense Department alone. 

It is set. forth in the President’s budget (“Special Analysis H,” 
p. 989) that: 


Expenditures for other than major national security pro- 
grams are estimated at $912 million in 1960 or 17 percent of 
total Federal research and development expenditures. 


Although there are 18 different Government agencies holding 
atents or licenses under inventions produced by expenditure of 
ederal funds, studies conducted by the subcommittee reveal that 
there is no uniformity of policy, no coordinated program, followed by 
these agencies in regard to their patents. While vast sums of money 
are being spent for research and development, which sometimes lead 
to patentable inventions, there is no agreement among the agencies 
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as to the manner in which the patents and licenses they hold may be 
used. The subcommittee has published preliminary -reports' ‘as to 
the eo of two Federal agencies with research responsibilities, 
the Tennessee Valley Authority and the National Science Foundation, 
and they reveal a wide divergence in views as to the best matter to 
sc the public interest in Government-developed inventions, 

imilar preliminary reports on the patent policies of the other 16 
agencies which hold patent rights will be published as they are com- 
pleted. They will be followed by a report considering possible changes 
in their patent practices. 

Another area in which the public burden of paying for the patent 
system has been increasing is in the Patent Office itself. The income 
of the Office from the issuance of patents has been falling far behind 
its cost of operation, until today only slightly more than one-third of 
this cost is borne by those to whom are granted the limited patent 
monopolies authorized by the Constitution. One of the principal 
objectives of the subcommittee is to test the possibility of increasing 
the revenue of the Patent Office so that the growing gap between 
expense and revenue may be closed. 

our significant laws supported by the subcommittee were enacted 
during the second session of the 85th Congress. These increased 
certain salaries in the Patent Office, ested new positions in the 
Office, established a Trademark Trial and Appeal Board, and pro- 
vided for new flexibility in assignments for judges of the Court of 
Customs and Patent Appeals and judges of the Court of Claims. 

Proposals resulting from the subcommittee’s studies to date include 
(1) establishment of the Patent Office as an independent agency and 
(2) statutory provision to allow the revocation or cancellation of 
patents improperly issued. 

Another major accomplishment of the subcommittee during the 
past year was the publication of 13 studies written by acknowledged 
experts in their fields, laying the groundwork for the modernization of 
patent law to meet the requirement of the now dawning new age of 
science. 






























I. Review or tae Suscommirrer’s Work Durine THE Past YEAR 


A. LEGISLATION SUPPORTED 


The most significant legislation sponsored by the subcommittee 
which became law was S. 1864, enacted on September 6, 1958, as 
Public Law 85-933. This law authorized increasing the number of 
members on the Board of Ap in the Patent Office from 9 to 15, 
increased the salary of the Commissioner from $16,000 (GS-18) to 
$20,000, and provided authority to compensate acting Board of Ap- 
peal members at the established rate for regular members. This in- 
crease in Board of Appeal membership was badly needed to reduce 
the backlog of pending appeals. ae 

As originally cathodubed: reported favorably by the Judiciary Com- 
mittee and passed by the Senate, the bill provided for salary increases 
for the Assistant Commissioners and for making available to Board of 
Appeal members salaries comparable to those received by the higher 
professional and scientific positions in other departments and agencies, 
ranging as high as $19,000 per year. In the House these provisions 
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met with opposition and were stricken, Nevertheless, the bill.as 

assed, in raising the Commissioner’s salary, has lifted the ceilin 
Or alads imposed on all Patent Office positions and permits a muc! 
more flexible treatment.of salaries in the higher grades. As a result 
the compensation of the First Assistant Commissioner, the other 
Assistant Commissioners, and the Director of Patent Examining Opera- 
tions has been increased by one full grade. Prior to the enactment of 
this law, the salaries of these officials were not commensurate with 
their responsibilities. 

Other bills were enacted into law which, while not confined to 
Patent Office personnel alone, helped to accomplish statutory objec- 
tives for the Patent Office supported by this subcommittee. One 
measure, S. 734, enacted as Public Law 85-462 on June 20, 1958, 
created new positions for a number of Government agencies, with 
compensation ranging as high as $19,000 annually and the act spe- 
cifically allotted five of these positions to the Patent Office. The 
chairman of this subcommittee had submitted a letter and an at- 
tached study to the subcommittee of the Senate Post Office and Civil 
Service Committee which considered this legislation, recommendin 
the raising of the salaries of certain Patent Office personnel to a leve 
more adequate to meet the ability of the individual and the importance 
of the duties that are required to be performed. Another bill, S. 385, 
enacted as Public Law 85-507 on July 7, 1958, which provides for 
training Government employees, including Patent Office employees 
fulfills another one of the objectives for the Patent Office supported 
by this subcommittee. A fourth measure, H. R. 1135, also fulfilled 
one of these objectives. Enacted as Public Law 85-749 on A t 25, 
1958, it makes the recruitment of competent scientific personnel easier 

au ok to offer engineering and 
scientific graduates in the upper fourth of their class the starting rate 
of a GS-7 ($5,430 per year) and to pay moving expenses of recruited 
enpre when they rie atent examining positions. 

e trademark field H. R. 8826, enacted as Public Law 85-609 
on August 8, 1958, relieves the Assistant Commissioner of Patents in 
Charge of Trademarks from personally acting on behalf of the Com- 
missioner of Patents in considering appeals. It transferred this 
function to a Trademark Trial and Appeal Board, established for that 
purpose. This legislation was supported both by the Patent Office 
and the subcommittee. 

The Congress on August 25, 1958, also enacted as Public Law 
85-755, H. R. 7866, which declared the Court of Customs and Patent 
we to be a court established under article ITI of the Constitution. 
The act permits judges of the Court of Customs and Patent Appeals 
to serve temporarily on the Court of Claims or Court of Customs, and 
also for judges of the Customs Court and Court of Claims to serve 
temporarily on the Court of Customs and Patent Appeals. 

The only private bill supported by the subcommittee was H. R. 
7684, which became law on August 6, 1958 as Private Law 521. This 
law provided for the reassignment by the Government to David J. 
Carolson and Gerald J. Green of an invention assigned by them to 
the Government by mistake. 

The principal legislation supported by the subcommittee in the last 
session which was not enacted into law was S. 1862, — for the 
separation of the Patent Office from the Commerce Department and 


for the Patent Office by grantin 
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its creation as an mdependent agency with its own building. This bill 
was originally introduced by Senators O’Mahoney and Wiley on April 
12, 1957, but was subsequently referred to the Subcommittee on Re- 
organization of the Senate Committee on Government Operations. 
The staff of that subcommittee concluded, in the light of its own in- 
vestigation, that the Patent Office should be separated from the office 
of the Secretary of Commerce, but the proposal for separation was 
incorporated in the Science and Technology Act of 1958, S. 3126, as 
section 107(a), and that bill was in turn sent to the Special Committee 
on Space and Aeronautics for consideration but was not acted upon. 
A request to have the original bill, S. 1862, returned to the Judiciary 
Committee for consideration was therefore made by Senator 
O’Mahoney and granted, but the session ended before the bill could 
be returned. 

The staff of the subcommittee has prepared a report recommending 
the passage of legislation to separate the Patent Office from the Com- 
merece Department and make it an independent agency. The sub- 
committee has taken no formal action on the report, but the matter 
will be presented for consideration in the next Congress. 

This staff report to the subcommittee concludes that the present 
subordination of the Patent Office to the Commerce Department is 
inconsistent with proper performance of the quasi-judicial functions 
involved in granting patents. When such a quasi-judicial agency is 
made subordinate to an executive department it is inevitably handi- 
capped. The Patent Office will also be handicapped in discharging 
its administrative responsibilities so long as Congress must rely upon 
the Secretary of Commerce, rather than on the Commissioner of 


Patents, to ponent? proposals needed to remedy deficiencies in physical 


facilities and personnel. [Illustrative of this latter problem is the fact 
that S. 1864, referred to above, which made possible a lifting of Patent 
Office salaries to a point commensurate with Patent Office responsi- 
bility, was opposed, insofar as it attempted to achieve this objective, 
by the Secretary of Commerce. There are also other deficiencies, 
sepentedy called to the attention of the Secretary of Commerce 
which the Secretary has never taken steps to correct. 

The subcommittee staff concluded that the need for an independent 
patent office was established as long ago as 1912 when the President's 
Commission on Economy and Efficiency recommended that it should 
be moved into a building of its own and that it should be an independ- 
ent bureau subject only to the supervision of the President where 
supervision is needed. This conclusion has been endorsed and re- 
iterated whenever an official investigation of this matter has been 
made. The report further states that the present emphasis on acceler- 
ation of our scientific research and development has made the work in 
the Patent Office increasingly critical. The subordination of the 
Patent Office to the executive branch of the Government was an his- 
torical accident which may have handicapped our technological 
progress in the past, and may continue to do so in the future unless 
the Office is given the independent status that its importance deserves. 
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B. PENDING INVESTIGATIONS 


1. Government agency patent practices 
One of the most significant activities of the subcommittee since 

1957 has been its continuing-investigation of the»patent policies of 
Government agencies. Elaborate questionnaires were sent to sub- 
stantially all of the patent holding agencies, and were supplemented 
by a continuous flow of correspondence and interviews clarifying the 
voluminous answers received. ‘The agencies in question are: 

Agriculture, Department of 

Air Force, Department of 

Army, Department of 

Atomic Energy Commission 

Commerce, Department of 

Federal Communications Commission 

General Services Administration 

Government Printing Office 

Health, Education, and Welfare; Department of 

Interior, Department of the 

Justice, Department of 

N ae Aeronautics and Space Administration (formerly 


National Science Foundation 
Navy, Department of 

Post Office Department 
Tennessee Valley Authority 
Treasury, Department of 
Veterans’ Administration 

While it was originally intended that the data thus assembled would 
be summarized and analyzed in a single report, the agency patent 
practices under consideration have been disclosed to be so diverse 
and so extensive that it now seems desirable to issue a series of reports, 
agency by agency, as they are completed. This procedure will be 
necessary to make this important material available to the public 
while it is still reasonably current. 

The subcommittee’s first effort has been to summarize the facts as 
to each of these agencies’ legal authority to deal with patents, what 
their current patent practices are and what, if any, changes in these 
practices the agencies themselves regard as desirable. The staff is 
currently preparing for publication a series of these preliminary 
reports which will summarize the data supplied by each of the agencies 
in factual form, without critical analysis. It is proposed to follow 
these factual reports with a final report discussing the problems 
raised by the various agency policies and outlining the additional 
facts needed for informed legislative judgment as to what to do about 
these problems. 

The subcommittee has learned through this investigation that 
much of the information needed to resolve intelligently the difficult 
problem of when the Government should and when it should not 
take title to a patent is not presently available from the agencies 
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under study. An important r in determining whether a given 
agency should or should not fake title to patents for the Government, 


would appear to be the which has been made of the patents to 
which title has been taken in the past. Yet many of the agencies 
involved do not know and have no ready means of finding out. 
Similarly, in determining whether title to a patent should be left 
with a Government research and development contractor, it would 
be extremely helpful to know the past use made of such titles. A 
number of agencies are presently in ignorance of these facts. The 
subcommittee is attempting to obtain information of this character 
from some of the licensees; however, such information cannot be com- 
plete until the agencies themselves undertake to assemble it. 

The data that the subcommittee has assembled concerning all of 
the agencies should be of great value to all persons seeking information 
as to the circumstances under which the Government’s retention of 
title to a patent, or direct control over the patentee’s licensing activity 
is feasible and desirable. However, the information received from 
the agencies with special statutory responsibility to make the benefits 
of their research activities available to the general public, such as 
TVA, Department of Agriculture, Department of Health, Education, 
and Welfare and the Veterans’ Administration, is of special signifi- 
cance. Such agencies necessarily must keep informed as to the use 
made of the patents produced by the research they sponsor, regardless 
of whether the agency retains title or not, and the information sup- 
plied by them as to patent use is therefore more complete than that 
possessed by most of the other agencies. For this reason, and because 
the practices of these agencies have received relatively little attention 
in,comments on Government patent policies published to date, the 
reports concerning them will be among the first published. 

The problem of Government patent policy is a continuing one, 
which becomes increasingly complex as Government sponsored re- 
search broadens and new agencies with patent responsibilities evolve, 
such as the National Aeronautics and Space Administration. There- 
fore, no single report can be a definitive statement of the problems 
involved or a comprehensive summary of all of the relevant data. 
Nevertheless, it is believed that these reports will supply a much- 
needed supplement to the last comprehensive investigation of Govern- 
ment avency patent practices, which culminated in the ‘1947 Report 
of the Attorney General.” With this in mind, care is being taken to 
avoid repetition of data in that report and to emphasize subsequent 
developments. 


2. The tetracycline patent 


The Federal Trade Commission’s charge that the patent on tetra- 
cycline, a broad spectrum antibiotic, sales of which exceed $100 mil- 
lion a year, was obtained as a result of fraud and collusion by a group 
of drug manufacturers, has resulted in an investigation of this patent 
by the subcommittee. While this subcommittee is only indirectly 
concerned with the price-fixing and unfair-trade practice aspects of 
the Commission’s complaint, the charges of fraud and collusion in 
obtaining a patent raise serious questions as to the adequacy of exist- 
ing remedies for such conduct 

Tf the Commission succeeds in proving its charges, it will be entitled 
to an order directing the respondents to desist from obtaining patents 
by fraudulent means as an unfair trade practice, but the Commission 
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has no statutory authority to revoke or cancel a patent. At present 
only a U.S. district court has authority to enter such an order in a 
suit brought for this purpose by the Justice Department. To date 
no such suit has been filed regarding issuance of this patent, although 
the Commission’s complaint was filed on August 1, 1958. 

While fraud is also available as a defense in an infringement suit, 
in this instance, when facts tending to support such a defense were 
developed in a suit brought to enforce the tetracycline patent against 
alleged infringers, the defendants chose to settle for licenses to manu- 
facture or sell the product rather than present the evidence to the 
court for judgment. The patent owner had previously settled an 
interference proceeding in the Patent Office by license arrangements 
with another manufacturer claiming the invention. Infringement liti- 
gation thus may be inadequate to protect the public interest in the 
invalidation of a patent which should not have issued, because the 
parties with an interest in such litigation may chose to settle on a basis 
which acknowledges the patent’s validity. Even if the interested 
manufacturers conclude that it will be more profitable for all concerned 
to maintain the validity of a fraudulent patent by agreement as a 
basis for restricting output and maintaining a higher consumer price 
than would otherwise be available, there is, as a practical matter, no 
action which injured consumers can bring to invalidate the patent. 

In view of its public importance, the subcommittee staff made 


its own investigation of the circumstances surrounding the issuance of 
this patent. In this connection the relevant Patent Office files and 
the depositions taken by the defendant in the infringement litigation 
referred to above were examined. - The subcommittee has not as yet 
had an opportunity to express any opinion as to the merits of the 


Commission’s charges pending a trial of its complaint. The Patent 
Office has taken no position as to the merits of the charges. Yet, even 
if the Patent Office were now convinced that the patent should not 
have issued, it would be powerless to cancel or revoke the patent. 

The foregoing considerations suggest that an administrative revoca- 
tion or cancellation procedure should be available within the Patent 
Office, when it appears that other remedies are ineffective to invalidate 
& patent issued in error that threatens continuing injury to the public. 
If any interested member of the public brings to the attention of 
the Office facts which suggest that the Office was mistaken in issuing 
@ patent, and the Office’s own subsequent investigation of these 
facts persuades the Office that the issuance was mistaken, it would 
seem desirable that the Office have a statutory authority it does not 
now possess to take appropriate corrective action. 


3. The practice of overcoming Patent Office rejections by affidavits 

In the course of the tetracycline patent investigation, it was ob- 
served that the applicant had been able to overcome an ostensibly 
final rejection of the tetracycline patent by self-serving affidavits 
intended to show that the prior art teaching cited by the examiner 
to support the rejection, was, in fact, erroneous. This aroused interest 
in the Patent Office practice of permitting applicants to overcome 
rejections by affidavits submitted by themselves or persons closely 
associated with them which purported to disprove facts relied upon 
ee examiner to sustain a rejection. ‘The Commissioner of Patents, 
who has cooperated fully with the subcommittee in all of its investiga- 
tions, therefore made available for examination by its staff approxi- 
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mately 60 representative files where, despite a “final” rejection, 9: 
patent had later issued after affidavits were filed which purported to 
overcome the grounds of rejection. 

These files were examined and the affidavits critically analyzed b 
the subcommittee staff to determine whether they appeared, on their 
face, adequate to overcome the facts on which the examiner appeared 
to rely in his rejection. No judgment was attempted as to whether 
or not the alleged invention was patentable as a matter of law, or 
whether the examiner was right or wrong in his assumption that the 
facts he cited were legally sufficient to warrant refusal of a patent. 

The results of this examination were duly reported to the Commis- 
sioner, who then had personnel in his office reexamine the files in the 
light of the subcommittee’s counsel’s comments, and reported the 
results to the subcommittee. As a result of this cooperative procedure, 
agreement was reached that in a substantial number of cases the 
affidavits did not appear sufficient to overcome the factual objections 
that they purported to overcome. 

The subcommittee staff is, therefore, exploring, in cooperation with 
the Commissioner, means by which a more critical analysis of such 
affidavits by the examiners may be made. One possibility is to stiffen 
the requirement that the affidavits state specific facts sufficient to 
overcome the rejection rather than general conclusions supported-only 
by unsworn comments. It was observed that in a number of instances 
the insufficiency of the affidavits had been obscured by accompanying 
unsworn descriptions of the affidavits by the applicant or his attorney 
which stated as facts established by the affidavits dubious conclusions, 
not sworn to by the affiants. In other instances the affiants swore to 
sweeping conclusions which were only partially supported by the 
factual material in the affidavits. 

An example of the manner in which affidavits containing half- 
truths may be used to mislead an examiner is provided by a recent 
decision of a United States district court at Chicago, Ill., in Armour 
Co. v. Wilson Co., reported at 119 U.S.P.Q. 365. The findings of the 
court in that case as to the affidavit in question may be summarized 
as follows: 

The inventor made an affidavit to overcome a rejection of a claim 
for a patent on the hormone ACTH with gelatin. The ground of 
rejection was that gelatin was a well-known retarding agent and the 
substitution of gelatin for saline, previously used with ACTH for this 
purpose, was therefore not invention. To establish the contrary the 
inventor asserted in his affidavit that ACTH with gelatin produced 
certain results which were not produced by ACTH with saline. He 
said he had established this by injecting rats with both products but 
did not disclose that the ACTH with gelatin injection also contained 
phenol, which was not used in the ACTH with saline injection. Since 
the inventor knew at the time he made this test that phenol would 
produce the kind of result he attributed to the gelatin the court’s 
conclusion was that the test was “false and misleading” and that the 
patent was invalid because it was obtained by false and misleading 
evidence. This is precisely the kind of fraud that may occur when 
applicants are permitted to describe test results in the general con- 
clusory terms noted by the subcommittee staff in its investigation, an 
illustrates the need for a full and precise description of exactly what 
an affiant claims he has done. 
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In any event, affidavits filed to overcome rejections should be limited 
to factual data and contain all of the material facts if the affidavits are 
to show the factual basis for the issuance of the patent. Quite aside 
from the ethical obligation not to burden overworked examiners with 
confusing mixtures of scientific fact and legal argument, the patent 
bar has an obligation to inventors to discourage the filing of affidavits 
which may confuse or mislead the examiner. Once it appears to a 
court from the file itself that the examiner may have been misled as 
to a fact on which he apparently acted in issuing the patent, a pre- 
sumption of error may be created which will prevent an otherwise 
meritorious patent from being-sustained. 

This is a problem which cannot be solved by mere changes in 
Patent Office procedure without the cooperation of the patent bar. 
It is also only one aspect of the larger problems presented by the 
absence of any statutory administrative review procedure for protect- 
ing the public from errors made in favor of patentees in issuing 
patents. 


4. The procedural safeguards within the Patent Office against the 
erroneous issuance of patents 

It is difficult to justify the elaborate and costly system of examina- 
tion for novelty and utility to which all patent applications are 
subjected unless the end result of the examination is to reject applica- 
tions for inventions unlikely to be recognized as inventions a the 
courts. The public interest in being relieved of the burden imposed 
by an erroneously issued patent is presently committed to the courts 
for protection, in the course of infringement litigation. But, as the 
tetracycline case indicates, situations may frequently arise in which 
an alleged infringer finds it more profitable to settle than to litigate, 
at which point this public interest does not receive the protection 
that the impartial judgment of a court would have otherwise pro- 
vided. For this reason, if the public interest in a high standard of 
invention is to be maintained, it must be maintained within the 
Patent Office itself. 

As pointed out above, there are no formal review procedures within 
or without the Office whereby the Commissioner may undo an error 
committed by an examiner in issuing a patent. On the other hand, 
there is a formal appellate review available to patent applicants, both 
within the Office and in the courts, which is designed to compel the 
Commissioner to correct errors committed by an examiner in refusing 
a patent. The result is that maintenance of the statutory standard 
of invention within the Office is left entirely to informal procedure 
designed to show the examiners how to enforce the statutory standard 
and to see that they enforce it. 

The Commissioner has been asked to supply the subcommittee 
with a report as to the specific procedures currently employed in the 
Office for this purpose. When his report is completed, the subcom- 
mittee hopes that the report may be the basis of a cooperative effort 
to improve and stren het these procedures. The report will, in 
any event, provide a brads for consideration of legislative measures 
such as revocation or opposition ee which may be needed to 


reure the maintenance of a high standard of invention within the 
ce. , 
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§. Patent litigation simplification 

In view of the fact, as noted above, that infringement litigation 
presently provides the only judicial means of protecting the public 
interest in maintaining the statutory standard of invention, the sub- 
committee has investigated means of making such suits easier to try. 
Professor Whinery’s study paper No. 8 called attention to the use of 
neutral scientific experts as one means of accomplishing such simplifi- 
cation. For the purpose of informally considering this and other 
means to accomplish this objective, a conference in Washington was 
held on June 18, 1958, presided over by Senator O’Mahoney, at which 
a number of judges and lawyers interested in this problem were able 
to exchange views. 

In addition to Professor Whinery the conference was attended by 
Hon. Albert Branson Maris, judge, U.S. Court of Appeals for the 
Third Circuit; Hon. Alfred P. Murrah, judge, U.S. Court of Appeals 
for the Tenth Circuit; Hon. Giles S$. Rich, judge, Court of Customs 
and Patent Appeals; Hon. Irving R. Kaufman, judge, southern dis- 
trict of New York; Hon. Robert C. Watson, Commissioner of Patents; 
Clarence W. Moore, Solicitor, U.S. Patent Office; P. J. Federico, 
Examiner in Chief, U.S. Patent Office; Will Shafroth, Chief, Division 
of Procedural Studies and Statistics, Administrative Office of the 
U.S. Courts; Joseph P. Spaniol, assistant to Mr. Shafroth; Prof. John 
G. Palfrey, Columbia Universit Law School; William H. Davis, 
lawyer, New York City; and William R. Woodward, lawyer, New 
York City. George Green of the Judiciary Committee staff, Mr. 
Bolton-Smith of Senator Wiley’s office and Robert L. Wright, John 
C: Stedman, Clarence M. Dinkins, Herschel F. Clesner and Stephen 
G. Haaser of the subcommittee staff, also attended. 

At its conclusion the consensus of the views expressed was (1) that 
no legislation was presently needed to simplify the trial of patent cases, 
and (2) that a useful simplification might be accomplished by the use 
of neutral court appointed experts within the framework of the exist- 
ing court rules. With a view to interesting judges generally in the use 
of such assistance, the results of this conference were brought to the 
attention of the Judicial Conference of Federal Judges by a letter from 
Senator O’Mahoney and were also brought to the attention of the 
judges who attended the meeting in San Francisco on August 21, 
1958, to study the whole question of simplifying the trial of complex 
cases, by the presentation of a paper by Professor Whinery. 

The subcommittee is also carrying forward a statistical study de- 
signed to correlate existing information regarding patent litigation. 
Information about such litigation now appears in the caper of the 
Administrative Office of the TS. Courts, in the Patent Office Gazette, 
and in the United States Patent Quarterly. Each of these sources 
contains somewhat different information concerning patent cases and 
the subcommittee staff is attempting to organize this material for the 
period 1949-58, so that uniform data will be available as to each case. 

Since the information disclosed by the court records shows that 
a great majority of patent cases are settled prior to trial, the sub- 
committee is also attempting to obtain further information as to such 
cases by direct inquiry of the parties involved and their counsel. 
When this study has been completed, there should be available a more 
accurate picture of the results of patent infringement litigation, and 
the time and expense involved, than has heretofore been available. 
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While this study will not itself necessarily include any conclusions as 
to what should be done about problems arising out of infringement 
litigation, it should serve to define the areas most in need of attention. 

The recent, legislative history of proposals for a single court of 
atent appeals (Study No. 20, by Margaret Conway, Legislative 
Stameen Service) shows that such an effort to simplify patent 
litigation has been repeatedly advocated but has never a en- 
acted into law. The kind of single court which seemed to the sub- 
committee staff to give the greatest promise of adoption was one 
which would be largely administered by the sitting judges of the 
various circuit courts of appeals. Therefore, in order to ascertain the 
views of those judges as to such a court, a proposed draft bill was 
circulated among the senior circuit judges with a request for their 
comments. This proposal would have substituted a single court, 
principally composed of sitting circuit judges, for the numerous courts 

resently handling patent appeals, such as the Court of Customs and 
Patent Appeals, the District Court for the District of Columbia, and 
the respective courts of appeals of the 10 judicial circuits and the 
District of Columbia. The senior circuit judges, in turn, requested 
comments from the members of their respective courts who were 
interested in this problem. A substantial majority of the judges who 
expressed their views with respect to such legislation to the subcom- 
mittee were opposed to the creation of such a court. However, when 
the subcommittee’s statistical study of patent litigation is completed, 
it is proposed to consider this question further, in the light of the facts 
then available. 


6. Economie effect of compulsory licensing provisions in antitrust decrees 

Another matter which the subcommittee has under investigation 
is the actual impact of compulsory licensing provisions in antitrust 
decrees upon the industries they were intended to affect. The sub- 
committee sent out questionnaires to the defendants in all of the 
suits where such decrees have been entered and to the persons most 
directly affected by such actions to determine (1) what use was 
actually made of such provisions and (2) what their effect has been in 
promoting or maintaining competition in the affected industry. 
While other studies of this kind have been made with respect to partic- 
ular decrees and the Department of Justice has itself made some 
investigation of this matter, it is believed that the proposed report 
will provide information which should prove useful to the Justice 
Department and others interested in the economic effect of compulsory 
patent licensing provisions. 


7. The operation of international patent exchange agreements 

In study No. 10, Professor Cardozo undertook to outline the origin 
and nature of a number of international technical assistance agree- 
ments involving the interchange of patent rights between this country 
and others allied with us in defense activities. The subcommittee 


has now asked the State Department to provide it with a report as to 
the operation of these agreements and that data is presently being 
assembled. A preliminary report indicates that such agreements 
have been concluded to date with the following countries: Italy, 
October 3, 1952; United rete January 19, 1953; Belgium, 


October 12, 1954; Norway, April 6, 1955; the Netherlands, April 29, 
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1955; Greece, June 16, 1955; the Federal Republic of Germany, 
January 4, 1956; Japan, March 22, 1956; Turkey, May 18, 1956; 
France, March 12, 1957; and Australia, January 24, 1958. The 
agreement with Italy is technically only provisionally in force, lacking 
formal approval by the Italian Parliament, but is nevertheless being 
actively implemented. Similar agreements are under negotiation 
with Denmark and Spain. When completed, this report should 
provide valuable information as to the problems which arise in 
effectuating governmental and government-sponsored exchanges of 
patent rights between nations and how they may be solved. 

8. Copying of scientific articles 

The only copyright investigation of the subcommittee was a con- 
sideration by the staff of the effect of the copyright law on the free 
dissemination of scientific information. Most scientists feel that their 
work is not published to gain any financial reward for the authors but 
should provide scientific data which other scientists may freely use 
and build upon to advance the cause of science. On the other hand 
the commercial publishers of scientific articles regard copyright pro- 
tection as essential to meet their costs of publication. A clash 
between these authors and publishers occurs when public libraries or 
private industrial subscribers undertake to circulate numerous copies 
of scientific articles for the benefit of interested seientific personnel. 
The authors regard such copying as desirable. The publishers feel 
that it impairs their circulation and revenue. 

There are presently somewhat conflicting statutory requirements in 
this field. The Department of Agriculture has express statutory 
authority for its library to render such a copying service, although the 
rendition of such a service without the permission of the copyright 
Owner may involve an impairment of the publisher’s copyright 
privileges. Yet, the legislative history of this provision discloses no 
consideration of that possible conflict. 

Sinee the demand for the widest possible circulation of scientific 
information is a growing one, it may be that some legislative modifica- 
tion of copywright privileges in scientific literature to permit maximum 
scientific use of such material should be considered. However, the 
Copyright Office has in progress a study devoted to the legal aspects 
of such copying and the subcommittee plans no further investigation 
of this matter until that study has been issued. 































C. LEGISLATIVE PROPOSALS UNDER CONSIDERATION 






1. Administrative revocation procedure 


While no specific proposals have been received for legislation au- 
thorizing administrative proceedings designed to permit private parties 
who oppose the granting of a patent to make the attack in the Patent 
Office, there is a growing feeling that some such procedure might serve 
a useful purpose if it were both economical and expeditious.’ As 
shown by Mr. Federico’s study of opposition procedures in other 
countries (study No. 4), procedures by which those opposed to the 
issuance of a patent may bring to the attention of the Office certain 
prior art or other relevant facts which might otherwise escape the 
attention of the Office, have been successfully employed in other 
countries. 









1 Cf. Patent Oppositions in Great Britain by Richard G. Stuart-Prince, J.P.0.8. November 1968, voi; 
XL, No. 11, p. 790. 
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Under our system of maintaining secrecy throughout the applica- 
tion stage, such opposition would have to be confined to a period 
following the issuance or at least tentative issuance of the patent 
and would in effect result in the equivalent of a revocation if the 
Commissioner ultimately sustained the opposition. The main 
advantage of such procedure over the present practice is that it would 
make available to the Office the knowledge of interested persons 
active in the art involved, to supplement the data now available to 
its own personnel usually skilled only in examining the art. It would 
also give the Office the benefit of a two-sided presentation by interested 
parties instead of imposing on the examiner alone the burden of 
sustaining the public interest in preventing the issuance of patents 
which do not meet the statutory standard of invention. 

The subcommittee’s preliminary investigation of this question 
indicates the additional burden that such procedure might impose 
upon applicants and upon the Patent Office. It therefore believes 
that present consideration of such measures should be con*ined to 
those which would avoid costly and time-consuming revocation 
hearings. Nevertheless, it is felt that serious consideration should 
now be given to proposals which will afford some opportunity for 
interested persons to make their information as to the validity of an 
inventor’s claims available to the Commissioner in writing and to 
secure appropriate corrective action from him if he concludes that 
an issued patent should not have issued. Certainly where a charge 
of fraud in the issuance of the patent is made, the public interest in 
invalidation of the patent, if the charge is sustained, outweighs any 
burden imposed upon the office in hearing the complaint, 


2. Increased Patent Office fees 


Although no action was taken by the subcommittee on S. 2156, a 
bill to increase Patent Office fees introduced by Senator Dirksen, the 
fee problem is one which will doubtless require attention in the coming 
session. The gap between the income of the Office from fees and the 
cost of maintaining it has now reached an alltime high of nearly 
$10 million. This gap represents a far greater expenditure than that 
made by any other government for the purpose of maintaining a 
patent office. As indicated by Mr. Federico’s study of renewal ae 
(study No. 17), renewal fees in other countries have been a very 
effective means of making most of their patent offices self-supporting. 
Such fees offer the advantage of permitting initial fees to remain low 
and thus not foreclosing the inventor of limited means from the 
facilities of the Office. At the same time, they have had the effect 
of weeding out patents which, after issuance, prove to be unusable. 
It is estimated, for example, that under the French system where 
renewal fees are extremely moderate, the effect has been to leave 
only about 40 percent of the issued patents in effect at the end of the 
first 5 years. 

The subcommittee staff believes that with adequate safeguards to 
prevent lapsing of a patent right through inadvertence, renewal fees 
appear to be a fair means of putting the cost burdens of the patent 
system where they belong, i.e., on the patents which are able to earn 
a commercial reward. Whether the gap between Patent Office in- 
come and expenditures is narrowed by establishing renewal fees or 
by increasing initial fees, a larger share of the costs of the patent 
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system probably ought to be borne by the patentees. While it ma 
be assumed that the functioning of the system itself confers tangible 
public benefits for which the public should reasonably pay, it is also 
true that the system is intended to confer and does confer specific 
financial advantages upon the persons who make use of the system. 
It therefore does not seem unfair to provide that those who receive 
these advantages should contribute a major share of what the sys- 
tem costs. Yet their contribution decreased, during the year 1958, 
from 41.4 to 35.5 percent of the total cost of the Patent Office. 


8. Supplementary awards for inventors 


Two so-called inventors awards bills, S. 1074, introduced by 
Senator Capehart, and S. 3721, introduced by Senators Capehart and 
Saltonstall, were considered at the last session without action. Legis- 
lation of this kind is designed to supplement rather than replace the 
pene system. Some of these awards have been misnamed as awards 

or inventors, because they are designed to provide a financial award 
for ideas which are not inventions as defined by the patent law, 
However, there has been considerable opposition to such legislation 
from those members of the patent bar who fear it would tend to 
undermine the patent system. Whether or not such opposition might 
have a sound basis to the extent that monetary awards were offered 
in lieu of patent protection, so long as the award system is a mere 
ee to the patent system, it is difficult to see how awards 
would weaken the system. The Space Act, Public Law 85-568, 
section 306, included a provision for awards as a part of that legisla- 
tion. The subcommittee expects that similar legislation in other 
areas will again be presented by those who feel that the rewards 
offered by the patent system should be supplemented as a means of 
encouraging technological innovations. 

4. Publication bill 

A so-called publication bill, S. 2277, a measure designed to assist 
the Patent Office in reducing its present backlog of applications by 
eliminating the processing of applications which were merely intended 
to have a defensive effect, was introduced at the last session of Con- 
gress by Senators O’Mahoney and Wiley, but not acted upon. Re- 
gardless of the merits of this particular bill, the subcommittee is 
persuaded that the volume of defensive patenting presents a problem 
of Patent Office administration which may be alleviated ny legislation 
of this general character. The processing of a patent is a lengthy and 
expensive procedure, the cost of which can hardly be justified if the 
intended end result is only protection against others claiming the 
invention. While a substantial element of the patent bar itself has 
recognized the need for such legislation, there has been no general 
agreement as to the form it should take. The subcommittee would 
welcome a bill of this kind on which the members of the patent bar 
who have expressed an interest in the matter could agree. 


&. The 20-year bill 

Another bill introduced at the last session by Senators O’Mahoney 
and Wiley, upon which no action was taken, is the so-called 20-year 
bill, S. 1863, designed to provide an incentive for earlier and more 
expeditious proceasing. of applications. While the purpose of the bill 
is meritorious, this bill did not attract any substantial support. The 
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roposal does, however, underline the need for legislative assistance 
m reducing the Patent Office’s enormous backlog of pending applica- 
tions, still numbering over 200,000 despite extraordinary efforts 
within the Office to expedite patent actions. The subcommittee 
believes that some legislation to aid in reducing the backlog is essential. 


6. The jukebox bill 


The principal bill considered by the subcommittee relating to copy- 
rights was S. 1870, the so-called jukebox bill, which would have sod 
fied the compulsory licensing provision of the Copyright Act by re- 
quiring the operators of jukeboxes to pay a negotiated performance 
royalty for the use of recorded music when such music is played for 
profit. The subcommittee was divided in its views as to the merits of 
this legislation but the bill, as amended, was favorably reported by 
the subcommittee to the committee, and, as further amended, by the 
committee reported to the Senate. No action was taken by the Senate 
prior to adjournment. The majority and minority reports of the 
committee agree that the proponents and opponents of the legislation 
should agree on a solution to the problem. The disagreement in the 
report is upon the method to be used as a solution to the problem. 

Legislation of this character has been repeatedly before the Congress 
and both sides in the controversy giving rise to these proposals have 
been repeatedly urged to offer an acceptable compromise. The sub- 
committee is unanimous in its view that the parties most directl 
involved ought to be able to cope with the problem and present a bill 
which would provide a fair and equitable solution for all concerned. 


7. Other copyright bills 
A bill to amend title 28 of the United States Code to permit copy- 


right ee actions against the Government, H.R. 8419, which 


assed the House on May 19, 1958, was referred to the subcommittee 

ut was not acted upon in the Senate. A bill to extend copyright 
privileges to phonograph records and other sound recordings was in- 
troduced by Senator Humphrey as S. 4317, and referred to the sub- 
committee on August 21, 1958. No action was taken with respect to 
this bill, but both of these bills raise questions which may again be 
before the subcommittee during the present term. 

A bill to establish a National Music Council, 8. 3296, introduced 
by Senator Fulbright on February 19, 1958 was also referred to this 
subcommittee, but no action was taken. This bill would have made 
the United States a copyright owner of all music now in the public 
domain, and the Council was to collect royalties on this music and 
use the proceeds “‘to encourage the creation, understanding, and 
appreciation of music.” 

8. Private bills 

A bill, S. 3757, for the relief of James H. Starr by enlarging the time 
within which he could apply for the extension of patent No. 2,301,470, 
relative to calculating tables, was introduced on May 7, 1958, by 
Senator Dirksen and referred to the subcommittee. No further action 
was taken. 

II. Patent Stupy Program 


The patent study p , instituted 3 years in recognition of 
the need for more understanding and iateematbent concerning the 
patent system and its role in our society, has continued actively 
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during the 7 year. In our report for the 2d session of the 85th 
Congress (S. Rept. 1430), we noted that eight of these studies 
had been published. Thirteen more have been published during the 
past year. Twenty-seven additional studies in the process of prepara- 
tion will be published as they are completed. The widespread and 
serious attention these studies have received is evidenced by the 
discussions they have aroused among patent groups and in conferences, 
writings, and symposia, and by the thoughtful comments to the 
subcommittee concerning them. 

In addition to the copies distributed through subcommittee chan- 
nels, the Government Printing Office reports that to date it has sold 
over 40,000 copies of the studies thus far published, ‘The studies 
have been greeted with varying shades of approval and disapproval, 
As we have frequently pointed out, the publication of any given study 
does not infer approval by the subcommittee of the statements or 
recommendations contained therein, but reflects only its belief that 
the study represents a valuable contribution to our knowledge con- 
cerning the patent system. 


A. LIST OF STUDIES PREVIOUSLY COMPLETED 


The eight studies previously completed were discussed in previous 
reports, especially the report of a year ago, and are therefore merely 
listed here. These studies are numbered as follows: 

1. “Proposals for Improving the Patent System,” by Vannevar 


ush. 
. 2. “The Patent System and the Modern Economy,” by George 

rost. 

3. “Distribution of Patents Issued to Corporations,” by the Patent 
Office (Com iissioner Watson and P. J. Federico). 

4. “Opposition and Revocation Proceedings in Patent Cases,” by 
P. J. Federico. 

5. “The International Patent System and Foreign Policy,” by 
Raymond Vernon. 

6. ‘Patents and Nonprofit Research,” by Archie M, Palmer. 

7. “Efforts to Establish a Statutory Standard of Invention,” by 
Legislative Reference Service (Victor L. Edwards). 

8. “The Role of the Court Expert in Patent Litigation,” by Leo Hi 
Whinery. 


B. STUDIES COMPLETED DURING THE LAST SESSION 


During the past session, 13 additional studies, described below, 
have been completed. Of these, studies No. 9 through 18 are now 
available in printed form at the Government Printing Office. Studies 
No. 19 through 21 are being printed and will be available shortly. 
Some of these were discu briefly in our report of March 31, 1958 
(S. Rept. 1430). More detailed discussion follows: 


9. “Recordation of Patent Agreements—A Legislative History,” by 
Legislative Reference Service (Michael Daniels and Victor L. 
Edwards) 

This is another of the Legislative Reference Service studies and 
covers the efforts to write into the law a requirement that patent 
licenses and agreements be recorded with the Geesantition Some of 
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these proposals have been limited to patent agreements only. Others, 
inspired mainly by efforts to cope with the international cartel prob- 
lem, would require recordation of many types of commercial agree- 
ments in addition to those relating to patents. Relevant phases of 
the TNEC and ITO hearings come within the latter category. Such 
recordation would presumably discourage patent owners from making 
illegally restrictive patent agreements and make it easier for the 
Government to ascertain the existence of such agreements. A variety 
of such proposals were introduced starting in 1935, but there has been 
little activity on this front in the past decade. Although opposition 
to recordation has been mainly directed to the details of the bills 
introduced rather than to the basic principle, no laws of this type have 
thus far been enacted. Appended to the study is a reference list of 
articles, hearings and reports on the subject. 


10. ‘Exchange of Patent Rights and Technical information Under 
Mutual Aid Programs,” by Michael H. Cardozo 

Starting with the late 1930’s and continuing through World War II, 
devices were introduced into our economic and military warfare for 
handling the exchange with our Allies of new and patented tech- 
nological developments. The early procedures were developed under 
the Lend-Lease Act. These were followed by the Patent Interchange 
Agreement between the United States and Great Britain. Since 
World War II there has been a continuation of such activity through 
a series of bilateral agreements providing for the exchange of patent 
rights and technical information pursuant to the mutual aid program. 
(See discussion, supra, pp. 11-12.) Fourteen of these agreements have 
been, or are being, negotiated to date. These agreements provide 
that each Government shall permit free use by the other of its patents 
and technical information, and contain provisions designed to facili- 
tate the licensing and protection of privately owned patents and other 
rights. The underlying premise of these agreements is that private 
interests shall be relied upon insofar as ninthe,» to make the necessary 
interchanges, and their main purpose is to create an atmosphere in 
which these objectives can be achieved, instead of resorting to an 
extension of governmental authority and control. The agreements 
are designed to implement and facilitate the operation of existing 
_ relating to patents and technical information, not to impair these 
aws. 

Professor Cardozo has had long first-hand experience in this area, 
as well as being an authority in the field of international law generally. 
His study is largely historical and descriptive in nature, dealing with 
the formal structure of these arrangements rather than with the actual 
operations under them. As previously noted, a study is presently 
being made of their actual operation. 


11. “The Impact of the Patent System on Research,” by Seymour Melman 


This study, by Prof. Seymour Melman of the Department of Indus- 
trial wee , Columbia University, deals with one of the crucial 
issues affecting the patent system today, namely, its role in the modern 


ge corporation, where research takes the form of collective effort 


lar 

within a large research department, rather than the individual inde- 
pendent inventive activity in terms of which the patent law was 
written. Professor Melman contends that about 70 percent of 
modern research and invention occurs if the large corporate labora- 
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tories and that this percentage is likely to increase, His study also 
covers the increasing applied research conducted by universities and 
other nonprofit institutions, and the relation of the patent system to 
such research. His main conclusions are that (1) the patent system 
is of little significance in the area of basic research; (2) among large 
corporations it does little to stimulate invention, but merely provides 
them with a collection of patents which they can use as competitive 
weapons; (3) patents are, on the whole, unnecessary as a stimulus or 
inducement to research since the forces of competition will provide 
this stimulus; and (4) on balance, the system does more harm than 
good from the standpoint of “progress in science and useful arts,” 
since it diverts research into arbitrary lines, deprives researchers of 
the opportunity for free inquiry and forces them into channels decreed 
by others, and impedes the communication of information. As a 
substitute stimulus to research and invention, Professor Melman pro- 
poses (1) the use of awards, mainly by the Government, for inventive 
contribution; (2) greater public support for nonprofit research; (3) 
more freedom and opportunity for initiative on the part of individual 
researchers; and (4) prompt and full disclosure of scientific and tech- 
nological information. He insists that the patent system has in fact 
been declining for some time and is being increasingly bypassed by 
American industry, basing this upon the decline in per capita issuance 
of patents during the past half century and the even sharper decline 
in relation to the volume of research. 

The interest stirred up by the study is evidenced by the fact that 
its sales have exceeded those of all but one other study, and the com- 
ments received by the subcommittee in response to its publication 
(the majority of them unfavorable) have far exceeded those directed 
to any other study. 

The main criticisms of thé study were as follows: (1) Professor 
Melman’s sample was limited to four very large concerns; which gave 
an inadequate and unrepresentative base for his conclusions. This 
sample, it was urged, is not representative of even the moderately 
large concerns, and is clearly unrepresentative of the very important 
small business and individual inventor segments. (2) Contrary to 
his inferences, the-research and inventive activities of small business 
‘concerns and individual inventors result in significant technological 
contributions, and to them the patent system is very important. 
(3) The individual inventor, whether operating independently or as 

art of a research group, is still the crucial factor in research and 
invention (a point that Professor Melman readily concedes and, in- 
deed, emphasizes in his insistence that individuals should have much 
more freedom than they now have). (4) The study gives inadequate 
attention to the importance of patents as a device that stimulates 
management, as distinguished from the researchers themselves, en- 
courages expensive innovation, and induces and protects investments 
(the comments frequently concede, however, that in these respects 
the patent system is more important to small than to large concerns), 
(5) Contrary to Professor Melman’s suggestions, patents enco 
and accelerate the disclosure of technological information, by provid- 
ing a published account of the invention and by giving a legal pro- 
tection that is lacking at common law once a disclosure is made. 
(6) Contrary to Professor Melman’s view, the problem of picking out 
the individual inventor for the purpose of patenting is not a serious 
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one, since the actual inventor is usually easy to identify and the law 
is not insistent upon strict compliance with this requirement. 

With few exceptions, the comments received were directed to the 
industrial situation. There was not very much disposition to challenge 
ree Melman’s observations concerning university and nonprofit 
research. 

We conclude our comments on Professor Melman’s provocative 
study by emphasizing that the vigorous responses to it, whether 
favorable or unfavorable, have been warmly welcomed by the sub- 
committee. We are heartened by the extent of the interest shown 
in it and the thought given to it. This interest has served to em- 
phasize the importance that is still attached to the role played by 
individual inventors and small and medium-sized businesses in our 
technological development, 


12. “Compulsory Licensing of Patents—A Legislative History,” by 
Legislative Reference Service (Catherine S. Corry) 

This Legislative Reference Service study, the third in its series of 
legislative histories, deals with proposals for the compulsory licensing 
of patents presented to Congress from 1911 to date, following the 
decision in the Paper Bag case in 1908 which permitted a patentee 
to enforce his patent even though he was not himself using the inven- 
tion. Such proposals have taken a variety of forms, including 
suggestions for across-the-board licensing, licensing to prevent 
monopoly or misuse of patents, licensing of patents on improvements 
or suppressed inventions, licensing for national defense purposes, or 
other public interest considerations, and licensing as to specified fields 
or subject matter. 

In addition to compulsory licensing as. such, the study also examines 
proposals for voluntary licensing through registration of patents avail- 
able for licensing (a practice subsequently initiated by the Patent 
Office without enabling legislation), and the important question of 
what should be done in the administration of patent rights owned b 
the Government itself. In this latter area, proposals have varied, 
ranging from suggestions for outright dedication to proposals for 
selective licensing of patents on the basis of public interest criteria. 

Appended to the study is a reference list of books, pamphlets, 
attaches, and congressional documents and other Governmental publi- 
cations on compulsory licensing; a list of antitrust cases and consent 
decrees involving compulsory licensing; and references relating to the 
voluntary registration of patents for licensing and the administration 
of Government-owned patents. 


13. “Patent Office Fees—A Kegseines we History,” by Legislative Ref- 
erence Service (Victor L. Edwards) 

This study deals with the perennial proposals for changing, usually 
increasing, the fees for obtaining a patent. After a brief survey of fee 
provisions from 1790 up to modern times, it discusses in more detail the 
proposals from 1922 to date, with especial attention to those of the 

sast decade or so, The study provides considerable insight and en- 

htening commentary on such crucial issues as the extent to which 
the Patent Office should be self-sustaining, what costs should be as- 
sumed by the public rather than the Sern ponaeeele for renewal 
fees (discussed further in study No. 17, infra), the effect upon Patent 
Office administration of inadequate budget and consequent insufficient 
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personnel and facilities, the effect of higher fees upon independent. 
inventors, the increased burdens that result from excessive claiming, 
transfer of experienced Patent Office personnel to industry, etc. The 
question of fees becomes of especial importance to the extent that the 
size of the Patent Office budget is affected by the level of the fees 
charged. Inadequate budget inevitably means heavy workloads for 
Patent Office personnel, with consequent pressures to allow applica- 
tions that should not be granted, to do an inadequate job of searching, 
and to take various other shortcuts that may be contrary to the public 
interest. Many of the current problems in Patent Office administra- 
tion and proposals for reform, discussed previously in this report, are 
traceable, at least in part, to inadequate hudiests 


14. “Eeonomie Aspects of Patents and the American Patent System: 
A Bibliography,” by Legislative Reference Service (Julius W. Allen) 
This study consists of a collection of 446 references (books, articles, 
periodicals, and comparable material) on the economic aspects of 
patents and the patent system. Each reference is followed by a brief 
descriptive paragraph. The subjects covered include the history of 
patents, the concept of inventions and their patentability, the relation 
of patents to technology, the patent aspects of atomic energy legisla- 
tion, the patent policies on Government-sponsored research and 
Govusteentdiried: atents, patents and the antitrust laws (mcluding 
atent pooling problems), the Patent Act of 1952, patent policies in 
oreign countries and in international agreements, patents and inter- 
national cartels, Patent Office procedures and the administrative 
aspects of patents, the tax aspects of patents, and miscellaneous and 
general items. 


15. “An Economic Review of the Patent System,” by Fritz Machlup 
Professor Machlup is a well-known economist who has had the benefit 
of long experience in the field of patents and has devoted much study 
to the subject. During World War II, he participated Saree in the 
patent program of the Office of Alien Property. During the past 
year, he has been making an extensive economic study of the subject 
under a Ford Foundation grant. Consequently, he is in an excellent 
position to discuss and analyze the economic aspects of the patent 
system. The present study is in three main parts. The first deals 
with the economic history of the patent system, giving especial atten- 
tion to the 19th century controversy over the desirability of patents. 
The second part discusses the economic aspects of certain features of 
the patent system, such as the requirements of “invention” and “util- 
ity,” the economic significance of patent “abuse,” compulsory licens- 
ing, compulsory working, various proposals for reforming the patent 
system, and the economic principles underlying the international con- 
ventions. The third part discusses the economic theories, mcluding 
Professor Machlup’s own. theories, that underlie the patent system 
and includes an acute analysis of proposals for shortening or lengthen- 
ing the patent life, and the economie significance of eompetitive 
research, “inventing around,” compulsory licensing, and restrictive 
licensing. Professor Machlup comes to no definite conclusions as to 
what changes should be made in the patent system, whether in terms 
of enlarging it or restricting it.’ He empliasizes that such conclusions 
can be soundly drawn only when we have much more factual informa- 
tion about the operation of the system than we now possess. 
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16. “The Research. and Development Factor in Mergers and Acquisi- 
tions,” by Murray Friedman 

For some time, this country has witnessed an extensive merger 
movement and ere emphasis upon technological research and 
development. Professor Friedman, a member of the economics faculty 
of Queens College, has undertaken to study the interrelationship of 
the two. He has examined a large number of mergers and acquisitions 
where research and development, new product and diversification 
considerations seemed to be present. Out of these he selected 16 for 
specific study and discussion. From his study of these cases he 
concludes that the research and development factor played an impor- 
tant part in five different respects: (1) Development of an improved 
patent position; (2) acquisition of an effective existing research 
organization, thereby avoiding the necessity of developing one’s 
own; (3) desire to diversify and develop new products; (4) exploitation 
of developments that the acquired concern could not exploit itself for 
lack of capital; and (5) acquisition of channels for exploiting one’s own 
new developments. Professor Friedman’s study 1s limited to the 
formal, public data involved in these mergers and acquisitions, but the 
information he collects provides a useful foundation for further 
inquiry that may give us a clearer understanding of the role of patents 
in mergers, the effect of mergers upon research and patent policies, 
and the broader social and economic results that flow from such 
mergers as a result of the greater size of industrial concerns, increased 
diversification and transfusion of research talent. 


17. “Renewal Fees and Other Patent Fees in Foreign Countries,” by 
P. J. Federico 


Renewal fees, required annually or periodically as a condition of 
keeping a patent in force, are found in all — patent systems 


except those of the United States and Canada. ‘The purpose of such 
fees is (1) to increase the revenue from patents, and (2) to clear the 
decks of useless patents. 9 discussion, supra, pp. 13-14.) Mr. 
Federico’s study examines the renewal fee structure for the 26 coun- 
tries that issue over 1,000 patents a year, giving especial attention to 
France, Germany, and England, the 3 countries ranking next to the 
United States in number of patents issued. The study is primarily 
factual and statistical, containing data on fee schedules, income 
received from such fees, their effect upon the number of patents kept 
in force, and similar matters. The present study brings up to date 
a study prepared by Mr. Federico in 1954. Mr. Federico also dis- 
cusses past U.S. proposals in this area and compares such laws to 
our own design patent statute and early laws permitting patent 
extension. Appended is a draft bill on the subject. 


18. “Synthetic. Rubber: A Case Study in Technological Development 
Under Government Direction,” by Robert A. Solo 

This study by Mr. Solo, professor of economics at City College of 
New York, is a culmination of several years’ research into the synthetic 
rubber industry and its development. It is a detailed and documented 
history of the development, with especial attention to the role played 
by the Government in supervising the program through its various 
stages: research and development, pilot plant, eventual industrial and 
military production, and ultimate disposal to private enterprise. 
Technological development and the role of patents therein receive 
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special emphasis. The study is based upon a thorough exam- 
ination of many published documents and Government hearings 
and reports, as well as unpublished materials in the Government 
archives. 

Professor Solo concludes that the program was quite inadequately 
handled, in terms of both its military objectives and the technological 
development. He attributes this mainly to the lack of competent 
administration at the Government level, with the result that both 
operation and policy were dictated largely by private interest con- 
siderations which did not always parallel the broader public in- 
terest. He attributes the slow pace in its technological development 
to the lack of incentives on the part of the operators, since they were 
compensated without regard to the extent of their contributions, 
In future programs of this type, Professor Solo urges first of all the 
selection of supervisory personnel with the competence and authority, 
in terms of both technological aspects and social considerations, to 
deal adequately with the problems posed (including patent problems) 
instead of leaving their determination to private interests. Secondly, 
he emphasizes the need for achievement incentives that are now lack- 
ing, since neither the spur of competition nor the lure of profits 
flowing from patents is present. He suggests more resort to prizes 
and awards for outstanding achievements, compensating for research 
and development according to success and accomplishment, more 
direct research by the Government agencies themselves, and more 
care in the selection of those to conduct research and development, 
Because of possible adverse competitive effects, he would not leave the 
patent rights arising under such programs with the contractor. 


19. “Compulsory Licensing Under Some Non-American Systems,” by 
Fredrik Neumeyer 

Dr. Neumeyer is head of the Patent Department of the Swedish 
Telephone and Telegraph Administration and is one of the best known 
and prolific of the European writers on patents and related subjects. 
His study examines the compulsory licensing laws of several countries, 
with especial attention to Canada, England, and Germany. Dr. 
Neumeyer finds compulsory licensing invoked in five types of situa- 
tions: (1) where there is nonuse of patents, (2) where overlapping 
patents would otherwise block the use of technology, G) with respect 
to certain types of misuse and abuse and certain classes of goods 
(such as food and medicine), (4) as to certain groups of persons (such 
as antitrust violators or those who have registered their patents for 
licensing under “licenses of right”), and (5) government licenses in 
the interest of national defense, public health, etc. He concludes 
that compulsory licensing laws have operated well and responsibly 
with appropriate safeguards to assure that licenses will not be granted 
in the absence of a clear public interest calling for such grant. 

20. “A Special Court of Patent Appeals: A Legislative History,’ by 
Legislative Reference Service (Margaret Conway) 

The problems attending appellate review of patent cases began in 
1891 when direct appeals to the Supreme Court were abolished. The 
delays, the rather cumbersome procedure, and the inconsistencies (in 
the face of a need for a uniform national law) that were the conse- 
quence of nine or more different circuits each making its own law, 
have resulted in proposals for the creation of a _ court of patent 
appeals. Such proposals were actively consid by various con- 
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gressional committees between 1900 and 1918, with the American Bar 
Association taking the lead in their support. Thereafter, the subject 
was dropped until its brief revival about 1936 and thereafter. By 
this time, the bar groups had shifted their position and generally 
opposed such legislation. The issue lay dormant during and after 

orld War II, but was revived with the introduction of S. 3744 in 
1956, as a possible means of achieving greater uniformity in patent 
decisions, avoiding delay, expense, and complexity, and assuring more 
technical competence in the decision of patent cases. This study 
provides a complete listing of these proposals. 


21. “Modern Develo in Industrywide, Cooperative Research,” 
by the Office of Technical Services (John Green, Director) 

This study, largely factual in nature, describes the cooperative 
research activities of epperamately 300 trade associations and com- 
parable organizations in the United States, giving the amounts spent, 
number of employees, areas of research, patent policies, and similar 
information. The study does not attempt to evaluate these programs 
or discuss their merits, but it contains valuable information, not 
hitherto available, on the extent of such activities. Cooperative 
research of this type has been extensively and successfully used in 
various European countries, but has received less attention in the 
United States. Interest in such activities appears to be increasing, 
however, as evidenced by the enactment of the cooperative baeanereh 
and development provisions of the Small Business Act of 1958, the 
President’s Conference on Technical and Distribution Research for 
the benefit of small business held in September 1957, etc. The im- 

rtance of such proposals lies in the fact that they represent a self- 

elp approach to the problems of small-business concerns unable to 
conduct their own research, as distinguished from the Government- 
aid type of assistance that is frequently urged. From the standpoint 
of the patent system, it is obvious that cooperative research, as dis- 
tin ished from independent, individual research, means a significant 
shift in the role played by that system. A bibliography is appended 
to the study. 

C. ADDITIONAL STUDIES ASSIGNED 


In addition to the completed studies listed above, a number of 
others are in varying stages of preparation. These cover a variety 
of subjects, including examination of the economic and sociological 
foundations of the patent system, the economic factors involved in 
the administration of issued patents by their owners, the competitive- 
monopolistic role of the patent system, the role of the patent system 
in relation to small business, its role in the development of new busi- 
nesses and new products, its significance to the independent inventor 
and research employees, study of the litigation and judicial processes 
that attend the patent system, Patent Office administration, pro- 

osals for reform and improvement of the patent system, the prob- 
ems of retrieval of technical information and their relation to the 
patent system, comparative studies of nonpatent methods of promot- 
ing the progress of science and useful arts, and studies of foreign 
patent systems and their comparison to the system in this country. 

The pending studies, except for four that were assigned during the 
past year, are listed in our report of March 31, 1958 (S. Rept. No. 
1430), pages 22-23. It is contemplated that additional studies will 
be assigned during 1959. 
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Ill. INTERNATIONAL DEVELOPMENTS 
A. THE LISBON CONFERENCE 


Senator Wiley, Mr. Bolton-Smith of his staff, and Mr. Wright, the 
chief counsel for the subcommittee, attended the conference in Lisbon 
in October 1958, which had been called for the purpose of revising the 
International Convention for the Protection of Industrial Property. 
This conference was attended by official delegations from 40 of the 47 
countries comprising the International Union for the Protection of 
Industrial Property, which includes the United States and most of 
the industrialized countries of the world. Russia, China, and India 
are the largest nonmembers. There were also unofficial observers 
from 11 nonmember countries, 8 intergovernmental organizations, 
and 7 international private law associations. 

The convention was originally adopted at Paris in 1883 and was last 
revised at a conference in London in 1934. Its general purpose is to 
secure to all citizens of the member countries treatment in patent and 
trademark matters equal to that accorded by each of the member coun- 
tries to its own citizens. The conference operated on the principle 
that no revision could be made which did not meet with unanimous 
approval of the member countries and in general none of the member 
countries was prepared to agree to a revision which would require a 
change in its existing domesticlaw. The result was that the objectives 
of the conference were necessarily limited to clarification and improve- 
ment of the language of the convention and its administration rather 
than changes in substance. 

The revised convention, as finally executed by the head of the 
United States delegation, Commissioner of Patents Robert C. Watson, 
is subject to ratification by the U.S. Senate as in the case of any other 
international treaty. 

The proceedings of the conference were conducted in both English 
and French and the treaty itself was revised to insure that henceforth 
English as well as French would be one of the working languages of 
the international bureau which administers the convention. Its 
publications will hereafter be available in English as well as French. 

While the treaty as revised is embodied in a single official text, 
which is in French, provision was also made for authorized translations 
of the treaty into English, German, Spanish, Italian, and Portuguese. 
Other changes in administration included the creation of a general 
conference of the member nations to meet at 3-year intervals for the 
parses of providing appropriate financing for the international 

ureau, pending revisions of the treaty, and to maintain a closer 


contact between the member nations and the bureau. Perhaps the 
most useful feature of the conference was that it brought the heads 
of the various governmental patent and trademark administrations 
involved into an intimate discussion of their mutual problems. 


B. FOREIGN PATENT PROBLEMS AND PROPOSALS 


In connection with the Lisbon Conference the chief counsel of the 
subcommittee visited the French Patent Office and discussed with 
French patent lawyers some of the problems common to French and 
American patent litigation. The French patent system is one in 
which the only examination is a largely clerical effort to insure that 
the application is in proper form. However, it was noted that the 
French office maintains facilities for exhaustive novelty searching by 
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the applicants and their attorneys. Without an examination for 
novelty or utility by the patent office itself, an estimate of the validity 
of the patent is necessarily made by the legal counsel of the applicant 
or whoever may be interested in exploiting his invention. 

While there is no official evaluation of a French patent until it 
reaches the French courts, in practice the inventor and his counsel 
appear to have efficient means at hand for obtaining the data necessary 
to make a fairly accurate prediction of the probable outcome of the 
litigation. 

he French system of renewal fees has apparently had the effect of 
eliminating about 60 percent of the patents ovasiont in France within 
5 years as the result of failure to pay such fees. In view of the nominal 
character of these fees, this experience would indicate that most of 
the patents France issues have no substantial commercial use. In 
France legislation has been passed, but not yet made effective, which 
would provide a deferred examination procedure by the French Patent 
Office 5 years after the patent issues, which would provide the inventor 
or others interested in his invention with a patent office opinion as to 
the quality of the patent. The pending French proposal is one to 
make such an examination possible at the request either of the in- 
ventor or of a person interested in attacking the patent after the 
patent has been issued and in use long enough to indicate its com- 
mercial importance. 

There are, of course, many disadvantages resulting from such a de- 
layed examination, but the French experiment, when and if it is put 
into effect, will be worth watching. Similar proposals are also under 
consideration by the other common market countries, Belgium, Hol- 
land, Luxembourg, Germany, and Italy, and a common patent ex- 
amination system for all of these countries is a long-range possibility. 

According to the French patent lawyers interviewed, their patent 
litigation appears to be handled somewhat more expeditiously than 
ours for two practical reasons which are not the result of any statutory 
requirements. First, nearly all of the evidence is submitted in writ- 
ten form which is freely exchanged between the parties in advance of 
trial, and second, patent cases are uniformly assigned to both trial 
and appellate judges with extensive patent experience. The latter 
practice runs counter to the view of many American jurists and lawyers 
who hold that such specialization does not tend to produce better 
decisions. However, the French practice of exchanging written data 
before trial is in line with the efforts of our own trial judges to simplify 
patent litigation by insisting upon a very extensive pretrial disclosure 
of the evidence to be submitted and a narrowing of the issues for de- 
cision. In any event, it appears that much can be learned from a con- 
tinuing study of how other governments and their citizens are attempt- 
ing to solve some of the patent problems which trouble us. 


IV. Continuina Prospuems or THE Patent System 


The basic purpose of this subcommittee, in the words of Senate 
Resolution 236, is “to conduct a full and complete examination and 
review of the administration of the Patent Office and a complete exami- 
nation and review of the statutes relating to patents, trademarks, and 
copyrights’”’—all to the end of ‘‘modernizing the patent system and 
thus creating the best climate conducive to the fostering and encourag- 
ing of scientific progress’ (S. Rept. No. 1430, p. 29). This is neces- 
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sarily a slow process. Complex problems and difficult. policy issues 
are involved. The proposals for patent reform made over the years 
must be studied. The most serious gap is the lack of factual informa- 
tion concerning the patent system and its operation, without which 
no responsible recommendations can be made. 

We have heretofore discussed the investigations and studies of 
various aspects of the patent system that are underway, and a number 
of legislative and administrative reforms that, on the basis of present 
information, appear desirable. Additional matters under considera- 
tion will require further study and the collection of additional infor- 
mation before they can conan into firm recommendations. At this 
stage of our inquiry, however, it is possible to identify some basic 
problems that face the patent system, even though their solutions 
may still lie in the future. These are discussed briefly below. 








A. ADEQUATE ENCOURAGEMENT AND REWARD FOR RESEARCH AND 
INVENTION 


The basic purpose of the patent system is to further the public 
interest by “promoting the progress of science and useful arts,” as the 
U.S. Constitution puts it. It follows that we must answer two ques- 
tions: Is the present patent system aang. the best possible job in 
achieving this objective? Are there ways effectively tosupplement the 
patent system in this respect? 

The “science and useful arts,” the progress of which we seek to 
promote, is a coat of many colors, Research, discovery, and invention 
range from basic to applied research, from flashes of genius to trivial 
improvements, from industrial products to things primarily social or 
cultural in nature, from expensive inventions to those that are in- 
expensive to develop and readily acceptable by buyers. One question 
is whether our present patent system, with its one-price reward of a 
17-year exclusive right, is sufficiently flexible to cover these great 
varieties of contribution. 

A shift of undetermined extent has occurred in inventive activity 
from the independent inventor and relatively small business en- 
trepreneur, to the highly organized corporate research laboratory of 
the giant corporation. Is a patent system that was developed in 
1790 and was primarily designed for the independent inventor and 
entrepreneur adequate to deal with these new developments? 

We also find many of our major industries characterized by mo- 
nopoly and oligopoly, one of the chief features of which is a reduc- 
tion in the force and vigor of competition. The patent system, in 
contrast, is intended to promote a competitive system, since the grant 
of protection against competition has little meaning in an industry 
where the participants are uninterested in competing, anyway. The 
question thus arises as to whether the patent system should not be 
modified in such manner as to check this concentration of industrial 
power. 

Finally, recent years have seen a tremendous increase in the amount 
of Government participation in, and support of, research and inven- 
tion. While much of this is in the military sphere, repercussions in 
the nonmilitary economy are extensive. Since the patent system is 
basically a private enterprise device, designed to hold out the reward 
of extra profits as an inducement to invention, the role of the patent 
system, and the collateral question of how such inventions as do arise 
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out of Government support shall be administered and by whom, again 
are in issue. 

As for supplemental institutions, we already find a number of 
alternative devices in considerable use. ‘These include the following: 
(1) Direct research by Government agencies, and Government support 
of privately conducted research; (2) cooperative or joint venture 
research and development; (3) awards to employees and others for 
inventions and new ideas; (4) miscellaneous prizes and other devices 
designed to accord recognition to, and enhance the prestige of, 
contributors; (5) protection of unpatented intellectual property, 
whether disclosed or kept secret, through the common law of trade 
secrets and comparable doctrines; (6) encouragement and assistance 
in research and invention through improved collection, classification, 
interpretation, and dissemination of technical information; (7) en- 
couragement of research and development through appropriate 
provisions in the tax laws. Directing attention to such alternative 
devices as those just enumerated is not to suggest that the patent 
system is inadequate or should be supplanted. It merely recognizes 
that it cannot do the whole job alone and that in times such as these 
when technological advance assumes great importance as a social, 
economic, political, and military aspect of the life of our society, it 
behooves us to seek help for such activities wherever we can find it. 


B. EFFICIENT ADMINISTRATION OF THE PATENT SYSTEM BY THE PATENT 
OFFICE AND THE COURTS 


No institution, however sound in principle, is better than its 
administration and operation. The Patent Office, whatever the 
reason, has not adequately kept pace with the tremendous techno- 
logical developments of recent years. The processing of patent ap- 
plications is expensive, complex, and time consuming, The results are 
uncertain. The issued patent itself is sometimes almost unintelligible. 
More often than not, it is unable to stand the tests of validity when it 
gets into litigation and, as a consequence, is often productive of litiga- 
tion and controversy. It frequently falls far short of providing an 
adequate dissemination of technical information that is presumably 
one of the purposes of the patent system. 

Nor is the situation a better in the field of litigation. Many of 


these same problems of expense, delay, and uncertainty confront the 
courts. The ironic result is that we create a system that is peculiarly 
valuable in principle to small concerns and individuals, and then price 
these very people out of the market by putting the cost of obtaining 
and enforcing their patents beyond their reach. 


C. THE USE OF PATENTS AFTER ISSUANCE 


One of the major areas calling for study and possible reform, is the 
regulation of patents after they have issued. Patents play an im- 
portant role in the area of monopoly and competition. One of the 
continuing arguments concerning the system is whether it contributes 
to monopoly by its creation of individual 17-year monopoly grants 
and the concentration of patents in the hands of dominant concerns, 
or whether it contributes to competition by encouraging new inven- 
tion and spurring new product competition. One may surmise that 
both of these occur, but the information on the subject is largely 
speculative, Considering the importance of the patent system in 
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these respects, it is surprising that there has been as little considered 
and orderly regulation of issued patents as there has been. This is 
not to say that regulation has been lacking. On the contrary, it is 
quite considerable, even in the United States, which shows more 
restraint in this respect than most other countries. Broad provision 
is made for governmental use, areas are carved out in which no patent 
protection or only limited protection is permitted, as in the case of 
the Atomic Energy and Space Acts, strict controls over patent use 
are imposed by the antitrust laws and the judicially created ‘‘misuse” 
doctrine. Such regulation, however, has been on a relatively ha 
hazard, catch-as-catch-can basis, rather than the result of carefully 
considered and coordinated decisions based upon all relevant factors 
of public policy. As some of the previous discussion suggests, much 
of this may stem from our lack of adequate information concerning 
the patent system, its operation and effects. 

Similar shortcomings exist in the international picture. Here, 
again, our information is seriously inadequate and our regulation 
haphazard. As international relations and transactions become 
increasingly important with the steady development of international 
trade and commerce, the military and economic needs of the cold war, 
and the expanding interchange of technology with our allies, there 
arises a corresponding need for more regulation and control of these 
activities. We can no longer afford the luxury of ignorance as to what 
is going on and a laissez faire, hands-off approach to regulation. 
Furthermore, as these international activities increase, the desirability 
of more actual administration of patents on the international level 
through international organizations becomes evident. 


CoNcLUSION 


During the more than 3 years that the present investigation has 
been going on, the subcommittee has learned a great deal about how 
the patent system ought to work. But the most striking thing that 
we have learned is how little is really known about how the patent 
system actually does work. Previous discussions in the present report 
indicate the lines that our present factual inquiries are taking. The 
major areas that appear to require still further exploration of the 
facts are as follows: (1) Administration of the patent system at both 
the Patent Office and court levels. (2) Study of how the patent 
system operates in fact in different strata of our society; its role, for 
instance, with eases to the independent inventor as compared to the 
corporate research laboratory, small business as compared to large 
business, local activities as compared to national ati international 
trade, nonindustrial invention as compared to industrial, its varying 
roles in different industries, and its overall effect in stimulating inven- 
tion, supporting innovation, and providing the weapons for competi- 
tive battles. (3) Comparative studies of how the patent system 
operates in other countries, so that we can draw upon the experience 
of others and get the benefit of their ideas. (4) Perhaps most 
important of all, in the long run, are studies designed to give us knowl- 
edge and insight into the underlying forces of creativity and 
invention—economic, social, Sechnecal and psychological. The 
subcommittee hopes that the material it is assembling will help to 
shape that system and its related institutions so as to bring out all 
of the creative and inventive forces that are latent in our citizenry. 
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Mr. Dovetas, from the Joint Economic Committee, submitted the 
following 


REPORT 
together with 


MINORITY AND OTHER VIEWS 
[Pursuant to sec. 5(a) of Public Law 304, 79th Cong.] 


FINDINGS AND RECOMMENDATIONS 
OBJECTIVES OF EMPLOYMENT ACT 


Under the Employment Act of 1946, the Federal Government has 
the responsibility to use all the means at its disposal to promote max- 
imum employment, production, and purchasing power. To meet these 
objectives requires (1) expansion of the Nation’s productive capacity, 
(2) a high and steady rate of use of labor and material resources, and 
(3) a high degree of stability in the general level of prices. These 
are pre. rete objectives of public policy; pursuit of any one without 
due regard to the others would be a failure to comply with the sense 
and spirit of the Employment Act’s mandate. 

C ing economic circumstances call for shifts in the relative em- 
phasis to be given each of these objectives. In pet of rapid growth 
and high employment, for example, considerable emphasis may well 
have to be placed on curbing in eteineny sence, while in periods of 
recession major emphasis clearly should be on restoring conditions of 
maximum employment and production. 

There are, of course, divergent views about which of these objectives 
should receive most emphasis. Some stress price stability at the ex- 
pense of substantially full employment and adequate growth. Others 
would stress substantially full emaplo ent and growth at the expense 
of price stability. Yet we know that a too persistent and single- 
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minded pursuit of any one objective to the exclusion of the others in 
the face of changing economic conditions will, over the long run, 
prevent us from adequately realizing any of these objectives. 

In an attempt to reconcile these objectives and to find the means 
by which all three of them may be salina simultaneously, this com- 
mittee will undertake a thorough and impartial study of our economy 
following the submission of this report to the Congress. Among the 
subjects which it plans to investigate are: 

1. Historical and comparative rates of unemployment, produc- 
tion, and prices. 

2. Inflation and deflation caused by increases and decreases in 
the effective supply of money and credit and the effects of these 
and of interest rates on growth, employment, and economic 
stability. 

3. The effect of eo and quasi-monopolistic practices 
upon , profits, production, and employment. 

4. The effect of increases in wages, salaries, and the prices of 
personal services, together with union and professional practices, 
upon prices, profits, production, and employment. 

5. The effect of governmental expenditures, taxation, and 
budgetary surpluses and deficits and of monetary and debt man- 
agement policies upon price levels, production, and employment. 

6. International influences affecting prices, production, trade, 
and employment. 

7. Constructive suggestions for reconciling and simultaneously 
attaining the three objectives of maximum employment, an ade- 
quate rate of growth, and substantial stability of the price level. 

The study will be under the general direction of the committee as a 
whole, although specific task forces may be created to deal with sub- 
divisions of the fields of inquiry. A bipartisan steering committee has 
been appointed. 

The following comments and suggestions are therefore necessarily 
tentative in nature and subject to later revision if further evidence 
should seem to require it. Yet Congress has to act in the months 
immediately ahead on the budget, tax policy, defense, and also many 
other problems. We cannot refuse to make tentative decisions merely 
because all the evidence is not yet in. "We would do well to remember, 
therefore, the words of Justice Holmes: 


Every year, if not every day, we have to wager our salva- 
tion upon some prophecy based upon imperfect knowledge. 


In the light of available information, we are recommending policies 
for the immediate future which we believe are justified on the fads of 
the facts as'we understand them and on the basis of sound economic 
and social reasons. A further examination of these matters will 
necessarily follow with more intensive study of the economic situation 
of our country and of our times. We shall not be afraid to alter our 
judgments if this should seem to be advisable: 


EXPERTS SEE PROSPECT FOR RELATIVELY STABLE PRICES IN 1959 


The consensus of the expert testimony presented to the committee 
in its hearings on the President’s Economic Report was that. substan- 
tial stability in the price level will be realized in 1959. The view of 
these witnesses was that the increase in total money demand this 
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ear would probably not be great enough to pull prices upward, 
Sdosestur, the increase in corporate profits in 1959 assumed by the 
Treasury in its estimates of tax receipts for fiscal 1960 suggests that 
unit wage costs will not rise combeuialior or may even fall and will not 
exert, on the whole, any significant upward pressure on prices. On 
the basis of the testimony and the facts, maintaining stability in the 
price level will probably require less emphasis in Federal economic * 
policies in 1959 than the other objectives of the Employment Act. 

Since the beginning of World War II, the American economy has 
upon occasion experienced classical inflation, with too much money 
chasing too few goods—for example in the immediate postwar years 
and again following the outbreak of hostilities in Korea. However, 
from the latter half of 1948 through the first half of 1950 and again 
from the middle of 1951 through the first half of 1955, reasonable 
stability in the general price level was realized. The rise in prices 
from the end of 1955 until early 1958 reflects widely diverse price 
movements, dominated, however, by strong and persistent increases in 
the prices of services and a large number of industrial products, 
particularly those in the concentrated industries. Since early 1958, 
opposing price movements have roughly canceled each other, so that a 
high degree of stability in prices aa has been achieved. 

Examination of the facts belies the widespread impression that the 
economy has been persistently plagued since the end of the war with 
“classical’’ inflationary pressures. Clearly this hes not been true 
during most of the past year and during a substantial part of the 
postwar period. Over the entire period since 1948, the cost of living 
has increased far less in the United States than in most of Western 
Europe. Although assuredly American performance in the reali- 
zation of this objective of public economic policy could have been 
improved upon, it compares quite favorably with that of most of the 
world’s advanced economies. 

Economic prospects, however, are subject to abrupt change. Those 
responsible for public economic policies must remain alert, therefore, 
to the possibility of a resurgence of inflationary pressure, and must 
be prepared to deal promptly with any such development. Until 
evidence of an imminent inflationary threat can be clearly seen, 
however, a reasonable and sane public policy aimed at promoting 
maximum employment and production and vigorous expansion of the 
eae should not be unduly deterred by the possibility of future 
inflation. 


ACHIEVING MAXIMUM EMPLOYMENT SHOULD BE EMPHASIZED IN 1959 


On the basis of the present economic outlook, principal emphasis 
in public policy this year should be placed on prompt and full recovery 
from the 1957-58 recession. Achieving maximum employment and 
production, therefore, should be given the highest. priority. 

The most recent data show that full-time unemployment in January 
was 4,724,000 or 6 percent, seasonally adjusted. Adding the full-time 
equivalent of involuntary part-time unemployment raises total 
unemployment by another million. Between 7.2 and 7.3 percent of 
our labor force, therefore, was unemployed in January this year. At 
the same time, a substantial proportion of the Nation’s plant and 
equipment was idle. In January, for example, the Federal Reserve 
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Board estimated that output of major materials-producing industries 
was about 78 percent of capacity. 

The consensus of the witnesses appearing in the hearings is that 
while total economic activity will very likely continue to rise through 
1959, the increase will not be adequate to provide substantially full 
employment by the end of the year. In view of the increase in pro- 
' ductivity made possible by the heavy investment in new plant and 
equipment since 1955, a more rapid rate of expansion of production 
and employment is attainable in 1959 than is suggested in the esti- 
mates of the actual results for the year offered by the Government 
officials and other witnesses and implied in the budget and Economic 
Report. Realization of the $473 billion gross national product for 
1959 as a whole, estimated by the Secretary of the Treasury, and the 
$482 billion fourth quarter 1959 annual rate implied thereby, would 
leave substantial slack in the use of both the labor force and physical 
capacity. Public economic policies this year should aim, therefore, 
at a somewhat more rapid rate of recovery. Such policies should be 
designed so as to produce their desired effects promptly and to avoid 
laying the groundwork for future inflation. 

State unemployment compensation programs should be revised to 
take into aceount changes in employment conditions and the cost of 
living since these programs were developed or last revised. Uniform 
Federal standards with respect to the number of weeks of coverage, 
the ratio of benefits to wages, and other matters are badly needed. 
Furthermore, within a short time we should be able to determine the 
need to continue and improve the emergency unemployment com- 
pensation program. 


A HIGHER RATE OF GROWTH OVER THE LONG RUN SHOULD BE 
EMPHASIZED 


While proceeding vigorously to full recovery in 1959, major emphasis 
in public policy should also be placed on establishing the conditions 
for achieving and maintaining a —— rate of growth in total output 


and productivity than has been realized in recent years. Over a lon 
period in the past, physical production (gross national product in rea. 
terms) has advanced at the rate of 3 percent per year, on the average. 
From 1953 through 1957, our real gross national product has in- 
creased at an average annual rate of 2.5 percent. On a per capita 
basis, however, this rate of increase was only 0.7 percent and industrial 
production has grown by only 1.6 percent annually. These annual 
averages for recent years, of course, would be substantially lower if 
the data for 1958 were included. 
Emphasis on economic growth has recently been challenged on the 
unds that this seems to be concerned only with producing as 
impressive a statistical record as the Soviet Union. In any such 
competition, it is argued, the United States will be at a disadvantage 
by virtue of the "Soviet’s totalitarian concentration of economic 
activity in those lines, such as the basic industries, in which impressive 
statistical gains can be recorded because of the low base from which 
the Soviets begin, as compared with the United States. There is, of 
course, a certain degree of truth in these points. Yet if we measure 
U.S. experience against that of the free economies of Western Europe, 
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we see that on the whole those countries have progressed much more 
rapidly in their growth rates than the United States since 1953. 

The basis for according economic growth a high priority in our 
public policies, of course, is not just to match statistical records with 
any other nation. A realistic evaluation of the position of the United 
States as the leader of the free nations of the world, of our present 
and future defense requirements, of the legitimate demands of a 
growing population for public services, of the demands on our 
resources to raise the living standards of our low-income population— 
all these make — the urgency of achieving higher rates of growth 
in the future. Every assertion that we cannot afford some otherwise 
desirable public program, or that we must curb expansion of private 
expenditures which will immediately or ultimately stimulate produc- 
tion in order to minimize inflationary pressures, affords further proof 
of the need to expand the volume of our resources and to increase 
productivity. Economic growth, with full employment and relatively 
stable prices, is the basic requisite for ea the challenges the 
Nation faces. We must not reject these challenges because our 
resources at present are not fully adequate to meet all the demands 
ae upon them. Constructive public policy, on the contrary, 

for proceeding as vigorously as possible today while making the 
utmost provision for increasing our capabilities tomorrow. 


NEED FOR LESS RESTRICTIVE MONETARY POLICY IN 1959 


Monetary and credit policy in the year ahead should contribute to 
economic recovery and reflect the need of an expanding economy for a 


growing money supply. It cannot be omens too strongly that 


with substantial idle capacity and unemployment remaining in the 
economy, expansion of the supply of money and credit, if properly 
managed, need not carry the threat of renewed inflation. When there 
is a large number of unemployed workers and idle plant and machines, 
incr the quantity of money and credit can increase employment 
and production. Putting idle men to work on idle resources will 
increase physical production. This increase in output can offset any 
tendency toward higher prices which might result from the expansion 
in the supply of money and credit. In terms of the quantity theory 
of money, both sides of the equation can be increased simultaneously, 
and the effect on prices either neutralized or minimized. 

On the other hand, failure to provide for adequate growth in the 
money and credit supply can pose a serious obstacle to realizing the 
ae production, and economic growth objectives of public 
policy. 

Since the end of 1954, the money supply has increased at an average 
annual rate of about 1% percent. At the end of 1958, the volume of 
member bank reserves was substantially below the level available 4 
years earlier. In large part, the limited expansion of the money 
supply reflects the efforts on the part of the monetary authorities to 
check inflationary price developments. Whatever the appropriate- 
ness of monetary and credit restraint in the period 1955-57, there 
appears to be little occasion in 1959 for comparable severity. On the 
contrary, a rigid continuation of the present degree of restraint a 
well increase materially the difficulties in achieving prompt and f 
economic recovery. 

37635—69-———2 
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For example, the quick response of housing activity to the modera- 
tion of credit and monetary restraints in late 1957 and early 1958 is 
generally agreed to have contributed to arresting contraction and to 
promoting upturn in total economic activity. Support for con- 
tinuing recovery from this sector could easily turn into weakness if 
interest rates continue to rise. Merely removing the upper limits 
on mortgage rates in FHA- and VA-insured loans will not fully offset 
the adverse effect on housing activity resulting from monetary 
stringency. 

Restrictive monetary and credit policies will aggravate the already 
formidable problems the Treasury faces in managing the public debt. 
Exploration and new thinking in managing our enormous public debt 
is required. This cannot be done solely by following traditional 
methods of finance. At present, for example, long-term Treasury 
bond offerings not only markedly drive down the prices of all Gov- 
ernment bonds but raise no significant amount of funds either new 
or for refunding. For this and other reasons, investor confidence is 
shaken and foreign countries begin to query the stability of the dollar. 

But how can one expect institutional investors able to get all the 
higher interest-paying Government-guaranteed mortgages that will 
fit in their portfolios to be interested in long-term governments? 
Nor will raising the interest rate avail except to raise rates of return 
on competing investments without adding any substantial amount to 
the total of liquid funds. 

A fundamental reexamination of the problem of Federal debt 
management is urgently recommended. 

A restrictive monetary and credit policy in 1959 will prove particu- 
larly burdensome to State and local governments: Many States and 
localities are faced this year with the need for sharp increases in bor- 
rowings. Rising interest costs will cut into the financial capabilities 
of these governments. Efforts to prevent transfer of ry 
for public services from the States and their subdivisions to the Fed- 
eral Government must take due account of the contribution to this 
trend made by monetary and credit stringency. 

Participation by small and new business in vigorous economic 
growth over the long run also calls for an easier monetary and credit en- 
vironment than has prevailed since 1954: Unless an adequate supply 
of credit is seuuilied to these businesses through general credit and 
monetary policies, it will be necessary to rely increasingly on ‘differ- 
ential tax provisions and specialized modifications of financial institu- 
tions, which complicate fiscal and monetary management and create 
a for abuse. 

ile we urge a less restrictive monetary policy for the months 
immediately ahead, we are nonetheless acutely aware of the potential 
dangers of further inflation.. Appreciable increases in prices reduce 
the real incomes of annuitants and holders of insurance policies and 
those whose incomes are based upon bonds. Salaried and unorganized 
workers may fall behind in the race. Strikes multiply. un- 
healthy speculative fever creeps through society, We should, there- 
fore, seek substantial stability in the price level. 

There is consequently real need for effective control of the total 
money supply. e need to beware of allowing the active supply 
of money and credit (volume times velocity) to increase much more 
rapidly than the volume of goods and services for which money is 
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given. But the managers of money and credit should not be so 
concerned about the possible future dangers as to ignore present high 
unemployment and unduly low growth rates. 

In considering the dangers of inflation and its causes it is not 
enough merely to consider monetary policy. We also need to explore 
the degree to which increases in labor cost per unit of output cause 
increases in price and also the part caused by increased fabrication 
and additional transportation and distribution costs. Furthermore 
the whole question of administered and monopoly or quasi-monopoly 
prices should be gone into. 







TAX REFORM URGED NOW 


To provide the conditions for vigorous growth over the long run, 
we must make a start now on constructive reform of the Fed- 
eral tax system. The desirability of tax reform does not depend on 
budgetary surpluses. Constructive tax revision means changing the 
tax laws to eliminate the present preferential provisions, providing 
thereby both greater uniformity in the applicability of taxes and a 
broader tax base. 

A successful tax revision program poses no threat of increasing 
budget deficits. 

Studies in recent years by the Tax Policy and Fiscal Policy Sub- 
committees of the Joint Economic Committee have described the broad 
outlines of constructive tax reform and the standards which should be 
observed. The basic goal should be that those with substantially the 
same incomes should pay substantially the same taxes. This is not 
now the case in far too many instances, Tax revision should be 
aimed at broadening the tax base in order to assure revenues adequate 
to defray the costs of Government. At the same time, our tax laws 
should be revised to assure minimum interference with expansion of 
productive capacity and with the operation of the marketplace in 
allocating productive resources among alternative lines of activity. 
Tax revision should seek to conform the distribution of individual tax 
burdens more closely with the Nation’s preferences for eliminating 
great disparities in income and wealth. It should provide assurance 
that our tax laws do not encourage business concentration and that 
they do not discriminate against small and new businesses or against 
venturesome enterprises. ‘Tax reform should prevent the use of the 
tax laws for financial manipulation. The tax-writing committees are 
urged to begin immediately a detailed examination of the Internal 
Revenue Codex with due consideration to these objectives and standards. 

Pending these tax reforms, the Congress should extend for another 
year the present tax rate on corporate income and on some manufac- 
turer’s excises, distilled spirits, wines and beers, and cigarettes which 
will otherwise be automatically reduced as of July 1, 1959. However, 
a good case can be made for the repeal or reduction of a number of 
specific excise taxes which are wartime holdovers, regressive in nature, 
and which discriminate against specific types of economic activity. 

The Congress should also proceed wath asvrenmne's permanent 
pies for taxation of life insurance companies. We endorse the 

resident’s proposal for clarifying the tax provisions]with respect to 
the treatment processes to be considered as mining for purposes of 
computing percentage depletion allowances, although this entire sub- 
ject needs further specific attention. 
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BUDGET PRIORITIES 


Without much closer specification of the volume of total money 
demand and of developments in supply conditions thro 1959 and 
1960, than anyone can now provide, there is no way of knowing the 
exact impact of either a somewhat higher or lower volume of Federal 
expenditures on the general level of prices or on economic conditions 
in general. 

ile a balance or even a surplus in the budget is desirable in times 
of maximum employment, neither the soundness of our money nor 
our potential for economic growth and stability in 1959 and thereafter 
necessarily depends on balancing a $77 billion Federal budget in fiscal 
1960, 

Even if the Congress were to make no change whatever in the appro- 
— suggested in the budget, history shows that it is most un- 
ikely that actual budget results would conform with those detailed in 
the budget. As a matter of fact, appropriations provided by the 
85th Congress for the fiscal years 1958 and 1959 were $5.7 billion 
lower than requested in the respective budget messages. In fiscal 
year 1958 a surplus was predicted in the annual budget message but 
we ended the year with a $2.5 billion deficit. In fiscal year 1959, a 
balanced budget was predicted but it is now thought that the deficit 
will be almost $13 billion. And as the Secretary of the Treasury has 
himself testified, the largest part of the deficit in fiscal year 1959 is 
due to the falling off of receipts from taxes because of the recession, & 
situation which is not and could not be the result of a “wild spending” 
Congress as some would lead the public to believe. 

oreover, the situations with which the budget deals are not static 
but dynamic; changes in the budget to reflect new circumstances or 
better appreciation of existing ones must not be frustrated by insist- 
ence on a fixed budget total. Any business run on the basis that a 
budget, once set, must not be changed regardless of circumstances 
would hardly be considered a good investment. Flexible management 
is just as important in the Federal Government’s budget activities as 
it is in those of a private enterprise. 

We should also realize that a considerable amount of our national 
expenditures in any given year is for direct and indirect capital 
investments. In the Godéeel Govertansen, unlike the sound account- 
ing practices of private business, these are charged to operating 
expenses. Apparent deficits are, therefore, frequently not really 
deficits at all. The adoption of sound budget principles which would 
separate capital outlays from operating charges is badly needed. 

The projected balance in the budget for fiscal 1960 depends on a 
sufficiently e expansion of economic activity this year to add $9.1 
billion to net budget receipts. The President’s Economic Report is 
scarcely a month old but these optimistic estimates of increased 
revenue may not now be borne out and, in the meantime, the Budget 
Bureau foresees more than 35,000 new civilian employees. The first 
enthusiastic claims that the recession is all over are now being some- 
what soft-pedaled. The return to the days of maximum employment 


and production may be spread out over a considerably longer period of 
time. 


It must also be recalled that trust fund receipts and expenditures 
are not included in the administrative budget. For fiscal 1960, the 
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President’s budget estimates that total trust fund receipts will exceed 
trust fund expenditures by $218 million. This estimate is based, 
however, on highly optimistic estimates of what the level of general 
business and corresponding social security tax receipts will be at the 
increased rates that went into effect in January of this year. Most 
important are the social security and retirement trust funds which are 
financed mainly from payroll taxes paid by employers and employees. 
Payments from these funds are primarily for benefits to the retired, the 
disabled, or the survivors of insured persons. The number of these 
beneficiaries is estimated in the President’s budget at 15,570,000 for 
fiscal 1960. 

If the highway trust fund, for example, were included in the ad- 
ministrative budget, a deficit of $171 million would show up, instead 
of the $70 million surplus predicted by the President. e deficit 
in the highway trust fund is estimated for fiscal 1961 at $1,059 million 
and for fiscal 1962 at $2,166 million, under present tax law. To 
achieve surpluses in the fund projected for those years depends entirely 
on the enactment and yield of a 1% cents per gallon increase in high- 
way fueltaxes. Ifthereisnonew gasoline tax, thered inkin the highway 
fund will account for a continuing deficit. From the statements 
made by the President regarding the heavy expenditures from the 
highway trust fund one can only ju that the appropriate com- 
mittees of Congress should immediately examine the magnitude of 
the building plans of the Bureau of Public Roads. There is reason 
to believe that an expensive pattern of highway construction suitable 
perhaps for populous States and municipalities is being expanded to 
embrace even the sparsely populated areas of the country where 
other kinds of construction would be more suitable. 

Balance in the budget also depends on proposed liquidation of $670 
million in Federal assets and on a $1.1 billion increase in revenues 
from increases in postal rates and in gasoline excises. The fiscal 
soundness of the Nation will not be threatened by rejection or 
modification of these proposals. 

In addition a series of Presidential spending recommendations for 
the ordinary operations of Government are made which shift the 
deficit to 1959 in order to force a so-called balanced budget in fiscal 
1960. Thus there is listed some $8,715 million of new obligational 
authority which was not ready for transmission to Congress when the 
budget was filed but which will be transmitted later and assigned to 
the 1959 estimate. Many of these new proposals could have been 
included in the 1960 budget but are being transferred to the 1959 
budget. They include $4,550 million for the International Bank for 
Reconstruction and Development and the International Monetary 
oat They also include $225 million for the Development Loan 

und. 

The important issue, therefore, is the character of the Federal 
Government’s activities for which the budget provides, not merely 
its total. The appropriate questions are whether we will devote 
enough of our available resources through the agency of the Federal 
Government to provide for the Nation’s security, its responsibilities 
to the free world, and its economic growth and development and 
whether we will cut out waste and release resources from Government 
programs whose contributions in these respects are exceeded by their 
costs. Moreover, budgeting on this basis could very wellfresult in a 















10 1959 JOINT ECONOMIC REPORT 





eater expansion of employment and production than is estimated 
in the budget and thereby provide additional tax revenues. 

If the answers to these questions result in total expenditures in 
excess of the $77 billion proposed, we need not be deterred by reser- 
vations about the Nation’s ability to finance the programs deemed 
desirable in a manner consistent with stability in the price level and 
with a high and stable rate of resource use. The United States has 
the real resources and financial capacity necessary for higher levels of 
Federal expenditures if needed for our security. Providing additional 
revenues, if these are deemed necessary, would be facilitated by the 
tax reform previously suggested. 

On the other hand, we need not necessarily conclude that sound 
budget policy, along the lines suggested above, will result in a ma- 
terially different level of expenditures from that proposed for fiscal 
1960. There are abundant opportunities for reducing the costs of 
present programs, both by revising the substance of these programs to 
conform more closely with current and prospective requirements and 
by increasing efficiency in their execution. For example, hundreds of 
millions of dollars could be devoted to a larger, more effective defense 
buildup and to more actual combat troops through savings which 
could be achieved by revising procurement practices and by more 
rapidly drawing down our currently excessive inventories of military 
supplies. We could, in other words, cut back on military fat and 
waste and use the savings to increase our actual fighting strength and 
for missiles. 

We could cut back on business and farm subsidies and use the 
savings for slum clearance, depressed areas, schools, hospitals, medical 
research, and a more equitable farm program. 

We could close our tax loopholes and use the increased revenues 
either to pay off some of the debt or for tax reduction. 

Similar opportunities are available with respect to virtually every 
major Federal program. Before we conclude that the Nation cannot 
afford to expand existing programs or adopt new programs that will 
contribute materially to the safety and prosperity of ourselves and the 
free world, we should be sure that we are not unduly wasting resources 
in present programs. 

he budget can be revised and the list of priorities changed by the 
Congress. Sound budget policy may well call for expanding some 
Federal activities and contracting others, and this should not be 
labeled fiscal irresponsibility. 

But when employment is virtually full and available resources 
largely employed, the Government should not, except in times of war 
or emergency, operate at a deficit. The budget should then instead 
show something of a surplus. Above all, we should beware of trying 
to finance a deficit at such times by the creation of more bank credit, 
which under the circumstances mentioned will drive up price levels 
and create inflation. 

THE DEFENSE BUDGET 


The Congress should subject the adequacy of the proposed defense 
budget to the closest possible scrutiny. The proposed total outlay 
of $40.9 billion is only $145 million higher than that for fiscal 1959. 
In view of the steady increase in costs of weapons systems, it is difficult 
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to accept the contention that this amount and, more important, com- 
position of the defense budget will maintain effective defense prepara- 
tion even at the level of the current year, let alone the improvement 
required in view of Soviet advances in military technology and the 
increases in Soviet military spending. Comparisons in terms of 
constant dollars sharpen perspective on this issue. In constant 
1958 prices, outlays on national defense in calendar 1958 were almost 
$1 billion less than in 1957, about $600 million higher than in 1956, 
roughly the same as in 1955, and $4.2 billion lower than in 1954. 

1e argument has been made that major shifts in the composition 
of the defense program permit us to spend less in real terms for more 
effective defense. The nature of these shifts suggests that, at least 
in the immediate future, precisely the reverse must be true. As more 
of the defense budget shifts to increasingly complex weapon systems, 
we should expect costs to increase. At the same time, our more 
advanced and more costly weapon systems have not yet reached the 
point of high-level effectiveness. The shift in expenditures toward 
missiles from aircraft can hardly be construed at this point to mean 
that we have or will have in fiscal 1960 a fully effective and operative 
missile arsenal. 

While vigorously pursuing advances in military technology, we 
cannot afford to weaken effective defense components in being. The 
scheduled reductions, during the current and coming fiscal years, in 
active combat forces, especially in the Army and Marine Corps, even 
in the face of additional funds made available by the Congress last 
year to maintain the numerical strength of these forces, are an example 
of unwise economies which should be critically examined by the 
appropriate committees of the Congress. 


RESEARCH AND DEVELOPMENT 


The significant part played by research and development activities 
in impelling economic growth as well as in improving our defense 
capabilities is now generally recognized. The expansion of budgeted 
Federal activities in this connection is an encouraging development. 

A troublesome problem in this and other areas of activity is the 
duplication and ineffective integration of effort both within and 
outside the Federal Government. In this connection, the committee’s 
hearings on the Economic Report confirmed a finding by the Fiscal 


aoe Subcommittee in its study of Federal expenditure policies 
that— 


a major obstacle to more effective research programs is the 
difficulty in establishing criteria for the allocation of highly 
limited and specialized research skills and equipment. It 
is agreed generally that, a significant expansion of research 
efforts is required. Success in this respect, however, depends 
at the outset on improving the organization of research 
resources and their allocation into more productive lines of 
inquiry * * *. Federal research programs should seek 
closer integration and better organization of research activi- 
ties. Such improvements are Te ieattial in assuring the 
greatest possible productivity from any increase in Federal 
research outlays. 
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Significant economies with improved effectiveness may well be 
realized by the consolidation of research activities, particularly in the 
Department of Defense. Better coordination of Federal Government 
and private research efforts, moreover, would cut down expensive and 
disruptive rivalry for research talents and resources. 

Yet the importance of lonely and creative discoverers, such as 
Einstein, Bohr, and Admiral Rickover, should be recognized and 
should not be crushed out or stifled by group, committee, or “gang” 
research. 

AID TO EDUCATION URGENTLY NEEDED 


In the interests of longrun economic growth, the Nation must both 
increase the volume and improve the quality of resources devoted to 
education at primary, secondary, and advanced levels. The Congress 
is urged to provide substantial Federal assistance to the States and 
localities for expanding school construction programs and for improvy- 
ing standards of instruction. 

conomic growth is largely a process of accumulating capital. As 
the recent dramatic advances in military and space technology 
demonstrate, intellectual capital, as well as physical production 
facilities, is an essential ingredient of economic progress. the rapidly 
increasing complexity of industry imposes equal demands on the 
technical training of the labor force. Just as important is greater 
ability to deal with the increasingly complex social and political prob- 
lems which we face in the present period of dynamic change throughout 
the world. If we are to make headway in finding constructive solu- 
tions to these problems, we will have to raise our educational standards 
and achievements. 

The basic problem is to direct resources into this effort, and is not 
merely a aeolian of the level of government on which responsibility 
should be imposed to effect these advances. There is no lack of 
awareness by State and local governments of the magnitude or urgency 
of the undertaking. There are, however, important institutional 
barriers which prevent many of these governments from financing 
educational programs on the scale which they recognize is necessary 
to meet their own standards. It is difficult to see what considerations 
should preclude extensive Federal assistance to the States and locali- 
ties to overcome our educational deficits, including the shortage of 
140,000 classrooms. Advances in educational programs cannot wait 
for the resolution of State and local government financial problems, 
or the years of delay involved in changing State constitutions which 
some proposals made in the field of aid to education would require. 


FOREIGN AID 


The cold war determines to a substantial extent the setting for our 
domestic and foreign economic policies. This conflict is not static; 
it presents continually changing problems and requirements. For 
some time past it has increasingly taken the form of a massive economic 
competition between the world’s free nations and those under Com- 
munist domination. The Soviet Union has been expanding its 
assistance to underdeveloped countries as a means of economic 
penetration with the dual objectives of making these countries eco- 
nomically dependent on the Soviet Union and of forcing the organi- 
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zation of their economic life into the Soviet pattern. Considering 
the potential resources of these underdeveloped nations, it is clear 
that Soviet success would inestimably weaken the position of the 
free world. The threat inherent in such a development is so great 
as to make meaningless the assertion that we cannot afford extensive 
investment, public and private, in the world’s underdeveloped regions. 

As the economically most advanced country in the world, we should 
be helping other less advanced countries to help themselves even if 
the cold war and the Soviet Union did not exist. To do this and to 
meet the Soviet threat, the United States and other free nations must 
increase the effectiveness of programs to aid the economic progress of 
underdeveloped countries. Some of the criticism of our foreign 
economic policy is merited ; no constructive purpose is served by closing 
our eyes to any specific situation in which there is a waste of resources 
or failure to accomplish specific goals. Such criticism, however, 
should not lead to curtailment of our own foreign economic assistance 
programs or of our participation in international programs to promote 
economic development abroad. 

Certainly we should do everything possible to eliminate waste and 
inefficiency from these programs. Much more, however, is needed 
if their effectiveness is to be significantly increased. Basically, we 
need clear and specific objectives in every aspect of our foreign 
economic policy and a critical examination of alternative means to 
achieve these ends. 

For example, attention should be given to expanding the scope and 
improving the effectiveness of present programs under the Agricul- 
tucal Trade Development and Assistance Act of 1954 (Public Law 
480). Many underdeveloped nations are primarily agricultural 
economies in which economic progress may depend at the outset on 
accumulating capital out of agricultural production. The use of our 
own agricultural surpluses as a means for increasing agricultural pro- 
ductivity in these circumstances may be the soundest approach 
toward creating the conditions required for industrial enterprises and 
a more diversified economic base. 

In addition, we should give careful consideration to means for 
mitigating barriers to investment abroad by U.S. citizens and com- 
panies. Reducing these obstacles would make available to under- 
developed countries not only material resources but also the ex- 
ee valuable entrepreneurial and managerial skills of American 

usiness. 

Attention should also be given to increasing the scope and effective- 
ness of the Development Loan Fund in an overall program for con- 
tributing to the economic progress of underdeveloped areas. The 
Fund’s lending authority should be expanded and placed on a long- 
range basis in order to assure continuity and opportunity for effective 
programing. , 

In addition, the proposal by Senator Monroney for an International 
Development Association deserves serious, constructive attention, as 
does the proposal of Congressman Boggs on private investment abroad. 


DEPRESSED ECONOMIC AREAS AT HOME 


Our programs contributing to the economic progress of under- 
developed regions abroad highlight the inadequacy of public efforts 
87635—59——8 
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to improve economic conditions in depressed and underdeveloped 
areas at home. We can no more afford the continuing waste of our 
own idle or underutilized resources in these areas than we can afford 
to turn our back on the problem of economic development abroad. 

We therefore urge the Congress to enact a substantial program for 
aid to our depressed areas. This program should seek to improve the 

roductivity and therefore economic attractiveness of the resources 
ocated in industrial and agricultural areas of chronically and persist- 
ently low employment and output. In many of these areas, the 
principal requirement is for an adequate water supply or improved 
power or other facilities, upon which attraction of new industry largely 
depends and for which local financial resources are now inadequate 
and are likely to remain so until new industries can be attracted. The 
program should also provide technical assistance and advice to local 
areas concerning their economic opportunities and limitations so that 
cooperative public and private efforts can be directed into lines of 
activity holding greatest promise. Useful and economically sound 
new industrial projects in both industrial and rural areas should be 
encouraged by loans and information about the advantages of these 
areas. 

The objective of such a program is to increase economically sound 
employment opportunities on a permanent basis for the substantial 
numbers of fully or partially unemployed in these depressed areas, and 
not to subsidize otherwise uneconomic activities. A program designed 
to achieve this objective will contribute to the Nation’s economic 
growth. It will represent an investment in increasing productivity. 
Moreover, it will serve to reduce public outlays for unemployment 
compensation, relief, and various other forms of public assistance, for 
which no current production is received in return. The net cost of 
the program, therefore, will be significantly outweighed by the increase 
in productivity and in production toward which it is aimed. 


DEVELOPING RESOURCES 


Federal programs to expand the Nation’s natural resource base 
should be carefully reviewed in the light of the future demands of an 
expanding economy. As the Subcommittee on Fiscal Policy observed 
in its report, ‘Federal Expenditure Policies for Economic Growth and 
Stability”’: 


Such programs long ago were established as appropriate 
activities of the Federal Government where their objective is 
to eliminate barriers or to provide the stimulus for fuller, 
more effective resource use and where the means required for 
realizing these objectives exceed the financial capacity of 
immediate beneficiaries. Whether any specific project is 
to be undertaken * * * should be determined by appraisal 
of measurable economic benefits in comparison with the 
project’s cost. 


Following this principle precludes, except under extraordinary cir- 
cumstances, a flat proscription, such as that in the budget for fiscal 
1960, of any new starts in this area. What is called for, instead, is 
the closest possible examination of present and prospective programs 
to determine those promising the greatest net yields. If the results 
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of such a survey call for increasing Federal outlays on developing our 
natural resources, it would be fiscally irresponsible to refuse their 
undertaking on the basis of narrow budget-balancing considerations. 

At the present time, moreover, there are numerous opportunities 
for expansion of economically sound natural resource development 
and public works projects.in areas of high and persistent unemploy- 
ment. These projects can serve the dual purpose of improving the 
conditions for longrun economic growth and of spurring recovery over 
the next 18 months. 


SLUM CLEARANCE AND URBAN RENEWAL 


We urge support for current legislative efforts to provide the 
framework and machinery for eliminating urban slums and for 
renewing and revitalizing urban development. The continuin 
industrialization of the economy places greater than proportiona 
burdens on our cities in providing increasing public facilities and 
services. Local fiscal capacity, under existing statutory and consti- 
tutional limitations, tends to lag behind the growth in demands for 
these public services and facilities. Failure to meet these demands in 
the past has resulted in expanding slums and urban blight, which 
disproportionately increase the costs of municipal government. The 
paradox of this spreading decay and disintegration accompanying 
expansion of the overall wealth and strength of the national economy 
calls for a greater level of effort on the part of the Federal Government. 

Federal public housing and urban renewal programs have been 
inadequate in the past to arrest the process of urban blight and to 
give local governments an opportunity to catch up with the demands 
they must ultimately face. 

Our cities and urban areas now have great financial difficulties. 
Many of them lack effective home rule. Their bonded indebtedness 
is often limited by provisions of State constitutions which cannot 
easily be changed. More often than not their representation in the 
State legislatures is unfairly proportioned. Even when they are 
willing to help them, the States’ own means are severely limited. 
In the meantime, the cities and urban population continue to grow 
both in absolute numbers and relatively to rural groups in our society. 
The consequences are that the cities are rotting away at their centers 
without effective means to help themselves... It is for these reasons 
that greater Federal Government efforts should be made at this time 
as a start toward helping them solve their difficulties. 


THE FARM PROBLEM 


Either through administrative action or under nr of legisla- 


tion, the Secretary of Agriculture has put his sliding scale low price 
mapper’ program into effect. This program, combined with tech- 
nological advances, has resulted in lower farm prices, lower farm 
income, lower net income per farm, a quadrupling of the agricultural 
surpluses, and a quadrupling of the expenses of the Department of 
Agriculture since 1952. Meanwhile, although prices received by 
farmers have fallen almost 15 percent since 1952, food prices to the 
consumer have risen 5 percent. By any measure of income—parity, 
surpluses, or expense—the program has hardly been a success. 
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The theory on which the program is based is that lower prices for 
farm products will bring such an increase in demand for these products 
as to provide the farmers with a higher total income. We do not 
wish to dispute the sincerity with which these views are held or the 
motives which prompt them. However, there are at least two basic 
defects in accepting as the best for farm products competitive market 
price without any protections. 

In the first place, the demand for farm products is what the econ- 
omists call inelastic. What this means is that an increase of, say, 
5 percent in the quantity of farm products will bring a fall in the 
aoe of most farm products not of an equal proportion, or 5 percent, 

ut of two or three times the relative increase in the quantity. There- 
fore, an increase of 5 percent in the quantity of most farm products 
will bring a 10 or 15 percent decrease in the price of farm products, 
and, hence, a decrease of from 5 to 10 percent in the total farm income. 

The farmers, therefore, are in the situation that an increase in 
production because of better methods, more fertilizer, more machinery, 
etc., brings them a lower gross income. Thus, under the free market, 
farmers as a whole receive a smaller total income for producing more. 
When the condition of all farmers is taken into account, each farmer 
will receive less money for producing 110 bushels of corn than for 
producing 100 bushels. In other worlds, the increased production 
times the new lower price brings a smaller total. 

In the second place, in the case of the owner-operated farm, when 
the farmer’s income is thus decreased, instead of producing less 
he will work harder, use more fertilizer, cultivate more intensely, an 
will produce more than before. He does this because he has to meet 


his fixed costs—taxes, depreciation, interest on his mortgage, etc., 
and what he regards as the necessary costs of supporting his family. 

Therefore, under a free market in agriculture, two forces are at 
work, and these forces make things worse rather than better. When 
the price is lowered—whether due to increased output or lower price 
supports—the farmers work harder and, therefore, produce more. 
As their total output is increased, the price on the market falls still 


more. They then work still harder, produce more, and the price falls 
even further. In an attempt to meet their fixed costs, again they 
work harder, produce more, and both the price and their total income 
fall even more. 

Thus the program followed by the Secretary of Agriculture is 
based on the false assumption that lower prices will bring a large 
enough increase in demand to produce a higher total income when just 
the opposite is true. 

In such circumstances, the only way in which equilibrium can 
be reached is by lower farm prices and lower farm income which wi 
bring—and, in fact, has brought—a great exodus from the farms into 
the towns and cities. However, this has happened at the expense of 
the family-sized farm and farmer. It can be continued only by 
depressing still further the absolute or relative standard of living 
on the farms. 

Because of these ene characteristics of farm economics, 
we should, therefore, rethink our farm program and rethink it in such 
a way as to protect the family-sized farm. 
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IMPROVE ANTITRUST LAWS 


The President’s Economic Report quite properly emphasizes the 
importance of effective antitrust policy for providing the conditions 
in which high rates of growth and of employment in a dynamic setting 
will be compatible with stability in the general level of prices. To 
achieve this objective, antitrust policy should aim at removing or 
reducing the barriers to mobility of labor and capital resources. This 
calls for increasing attention to the effect of the structure and organiza- 
tion of major industries on pricing policies and on responsiveness of 
resources to changing price relations rather than focusing exclusively 
on specific and frequently petty violations of existing statutes. Greater 
emphasis, therefore, should be placed on dissipating monopoly power, 
as well as inhibiting specific monopolistic practices. 

The committee’s hearings brought out numerous instances of 
Federal Government policies and practices which contribute to price 
rigidity, at least in a downward direction. Procurement procedures 
do not rely extensively enough on competitive bidding. Many 
regulatory policies serve primarily to maintain floors eae prices 
of goods and services. A careful and extensive review should be made 
to identify and evaluate any such practice or policy which tends to 
prevent prices from responding quickly to changing market conditions. 

We commend the President’s recommendations to require notifica- 
tion to the antitrust agencies of proposed mergers by businesses 
engaged in interstate commerce, aah to authorize the Federal Trade 


Commission to seek possnnsery: injunctions in merger cases where 


a violation of law is likely. Bank mergers should also be made subject 
to regulation by the antitrust agencies. In lieu of the civil investi- 
gative demands suggested by the President, the Attorney General 
should be empowered to issue subpenas in antitrust cases when civil 
procedures are contemplated. 


Note.—Because of the unexpected resignation of Senator Green early this 
year as chairman of the Committee on Foreign Relations, Senator Fulbright 
relinquished the Se of the Committee on Banking and Currency, and 
was appointed chairman of the Committee on Foreign Relations on February 6, 
1959. As a result of the unusual burden of work occasioned by this change in 
status, Senator Fulbright was unable to participate in the hearings or committee 
meetings on this report. For that reason, the findings and conclusions herein 
set forth are neither approved nor disapproved by him. 


CoMMITTEE ACTIVITIES AND PLANS 


_ The Joint Economic Committee is directed by the law creating 
it (Public Law 304, 79th Cong.) to report to the Congress on the 
main recommendations of the President's Economic Report and to 
make a “continuing study” of the economy. During the period 
January-February of 1958 the committee held hearings and prepared 
its report on the 1958 Economic Report of the President. During 
1958 the committee continued the five subcommittees in the stud 
areas set forth in its report on the 1957 Economic Report of the Presi- 
dent. The work of the committee and subcommittees during the past 
year is summarized below. 
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President’s 1958 Economie Report 

Hearings on the January 1958 Economic Report of the President 
provided an opportunity (1) for the executive branch to indicate 
the economic assumptions and reasoning underlying the President’s 
economic program and to justify major economic policy recommenda- 
tions; (2) for a limited number of outside experts to set forth their 
views on the President’s economic analysis and program; (3) for the 
economic interest and research groups to submit their views. The 
committee’s report on the President’s report, due March 1, was trans- 
mitted to the Congress on February 27. The report included supple- 
mental and dissenting views of committee members, and materials 
on the economic outlook for 1958 prepared by the committee staff 
(H. Rept. 1409, 85th Cong., 2d sess.). 


Committee study of the relationship of prices to economic stability and 
growth 


The staff completed the organization of a compendium of research 
papers by 47 academic economists as approved by the committee 
early in the year. These papers were published as a committee print 
in March, under the title, “The Relationship of Prices to Economic 
Stability and Growth.” Oral presentations and discussion of these 
papers were made in public hearings May 12 through 22, 1958. Asa 
third part of the study, the committee invited economists from labor 
and industry to submit comments on the issues raised by the academic 
economists. ‘These commentaries were published in a volume re- 
leased November 10. The fourth and final stage of the study was a 
series of panel discussions, December 15-18, 1958, where the experts 
from labor and industry were joined in public hearings by some of the 
academic economists who participated in the earlier compendium and 
hearings. As the title indicates, the focus of the committee study, in 
contrast to more particularistic or specialized points of view, was upon 
the ways in which the behavior of prices, the operation of the market 
mechanism, and private pricing policies are related to the rate at which 
the productive capacity of our economy grows and to the stability of 
the rate at which the productive capacity is utilized. 


Committee study of economic policy in Western Europe 


In accordance with the plans approved and presented in the com- 
mittee’s report on the 1958 Economic Report of the President (H. 
Rept. 1409, 85th Cong., 2d sess., p. 8), members of the committee 
and staff held a series of conferences on stabilization and growth 
problems and policies in seven Western European countries during 
September and between November 9 and December 9, 1958. The 
conferences, which were informal and directed primarily to an ex- 
change of views, were held with governors of the central banks, 
representatives of the Treasury and other Government departments, 
academic economists, and economists and policymakers from industry, 
labor, and the international organizations. In the conduct of these 
conferences and the collection and selection of published and unpub- 
lished materials on the subject, the committee had the valuable 
assistance and cooperation of the economic staffs of the respective 
embassies. A summary report, with supplemental materials, is in 
preparation. 
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Subcommittee on Eeonomic Stabilization 


The Subcommittee on Economic Stabilization was composed of 
Representative Wright Patman, chairman; Senator Joseph C. 
O’Mahoney, Senator Ralph E. Flanders, Representative Henry S. 
Reuss, and Representative Clarence E. Kilburn. 

On September 10, 1958, the subcommittee sent a questionnaire to 
approximately 1,500 economists at 150 universities to obtain their 
views on some key issues of economic stabilization and on certain 
related banking questions.. By the closing date of October 31, 615 
completed questionnaires had been returned from all parts of the 
Nation. The questionnaiies were tabulated and the results published 
as a committee print on December 31, 1958. 


Subcommittee on Fiscal Policy 

The Subcommittee on Fiscal Policy was composed of Senator Paul 
H. Douglas, chairman; Senator Joseph C. O’Mahoney, Senator John 
D. Hoblitzell, Jr., Representative Hale Boggs, and Representative 
Thomas B. Curtis. 

Hearings were held by the subcommittee April 28-30 and May 1, 
1958, on “Fiscal Policy Implications of the Current Economic Out- 
look.”” The hearings were conducted as part of the Joint Economic 
Committee’s continuing responsibility to follow economic develop- 
ments and to provide Members of the Congress with information on 
adjustments in public policies which may be desirable for economic 
stability and growth. The subcommittee heard 28 experts from in- 
dustry, labor, agriculture, and the universities in a series of 4 panel 
discussions. 


Subcommittee on Economic Statistics 


The subcommittee, in accordance with earlier instructions from the 
full committee, has attempted, through correspondence and personal 
consultation with members of the Appropriations Committees in the 
House and the Senate, to obtain favorable action in the statistical 
areas which its studies have shown to be lacking in coverage or ade- 
quate data. On October 6 the chairman of the subcommittee released 
a mimeographed statement which summarized the status of the final 
appropriations for the Federal Government. statistical programs. 
(See pp. 620 ff., Joint Economic Committee Hearings on the 1959 
Economic Report of the President.) 


Subcommittee on Foreign Economic Policy 


The Subcommittee on Foreign Economic Policy was composed of 
Representative’ Hale Boggs, chairman; Representative Richard 
Bolling, Senator J. W. Fulbright, Senator Ralph E. Flanders, and 
Senator Arthur V. Watkins. Because of the full committee’s con- 
ferences and study of Western European stabilization policies, the 
subcommittee did not conduct any inquiries of its own. 


Subcommittee on Agricultural Policy 


The Subcommittee on Agricultural Policy was composed of Senator 
John Sparkman, chairman; Senator Paul H. Douglas, Senator Arthur 
V. Watkins, Representative Wright Patman, Representative Henry O. 
Talle, and Representative Thomas B. Curtis. The subcommittee 
submitted the final report of its comprehensive studies, begun in 1957, 
on February 10, 1958 (“Policy for Commercial Agriculture: Its Rela- 
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tion to Economic Growth and Stability,” report of the Subcommittee 
on icultural Policy to the Joint Economic Committee, Congress of 
the United States, committee print, February 10, 1958, 85th Cong., 


2d sess.). No additional subcommittee studies were made during 
1958. 


Committee and subcommittee studies for the coming year 


The chairman announced on February 16, 1959, that the committee 
would undertake a broad inquiry into overall economic policies 
beginning immediately after completion of its work on the President’s 
Economic Report. The study will consider the problems of providing 
substantially full employment and an adequate rate of economic 
growth, as well as maintaining price stability and preventing inflation. 

The study will be under the general direction of the committee as 
a whole, although specific task forces may be created to deal with 
subdivisions of the fields of inquiry, and a bipartisan steering com- 
mittee has been set up. 

The committee has approved a project (requested by Congressman 
Curtis) to develop through hearings or other appropriate means, 
further materials in the area of statistics and statistical comparisons 
examined in the Joint Economic Committee print on ‘Soviet Eco- 
nomic Growth, a Comparison With the United States,” a study 
published in September 1957. 

Additional proposals and plans for subcommittee or committee 
inquiries will be announced as they are developed. 


Amendments to the Employment Act of 1946 


Public Law 1, approved February 17, 1959, amended the Employ- 
ment Act of 1946 to change the membership from seven Members of 
each House to eight Members of each House. In addition, the part 
of section 5(a) which now reads ‘The party representation on the 
joint committee shall as nearly as may be feasible reflect the relative 
membership of the majority and minority parties in the Senate and 
House of Representatives” was changed to read “In each case the 
majority party shall be represented by five members and the minority 
party shall be represented by three members.” 


Changes in committee membership 


Four new members of the Joint Economic Committee were ap- 
pointed to fill vacancies at the beginning of the 86th Congress and 
two additional appointments were made following approval of Public 
Law 1. Senator Prescott Bush, Senator John Marshall Butler, and 
Senator Jacob K. Javits were appointed to fill the vacancies in the 
Senate Republican membership, and Representative William B. 
Widnall was appointed to complete the Republican membership in 
the House. Senator John F. Kennedy and Representative Frank M. 
Coffin were appointed to the two new vacancies in the majority 
membership created by the amendment to the Employment Act. 
Staff participation in meetings with outside groups 

In addition to conducting formal studies and arranging hearings for 
the committee, the staff participated in discussions of economic prob- 
lems and research techniques with outside groups. The following list 
of meetings illustrates the nature of these activities in which the staff 
took part during 1958: Economic workshops, Wisconsin and West 
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Virginia Universities; economic seminar at Yale University; annual 
sessions of the National Tax Association, Investment Bankers Associa- 
tion, Mortgage Bankers Association of America, American Phar- 
maceutical Manufacturers Association, the National Bureau of 
Economic Research, Federal Statistics Users’ Conference, American 
Economic Association, American Statistical Association, the American 
Association for the Advancement of Science, the Econometric Society, 
Merrill Center for Economics, the National Association of State 
Tax Administrators, American Society for Public Administration, and 
the National Planning Association; conferences with groups of foreign 
economists brought here under the sponsorship of the State Depart- 
ment and the International Cooperation Administration; seminars of 
the Industrial College of the Armed Forces; meetings of local chapters 
of the American Statistical Association; meetings of the Brookings 
Institution, the Chamber of Commerce Committee on Business 
Statistics, Downtown Economists Luncheon Group at New York, 
Financial Analysts at Philadelphia, Large State R. and A. Conference 
of the Employment Service, the Association of Incorporated Statis- 
ticians, Ltd, aa wh England, and other meetings of business groups, 


civic organizations, and university classes. 
Committee publications 

During 1958 the Joint Economic Committee and its subcommittees 
issued 12 publications. Nearly 53,000 copies of current and previous 


committee publications were distributed to fill individual requests. 
Most of these publications are also available through the Superin- 


tendent of Documents. During the past year, individual sales and 
quantity orders of committee publications, current and past, have 
exceeded $15,000. This does not include the 7,800—8,000 paid sub- 
scriptions for the monthly publication Economie Indicators. 


A checklist of committee publications will be found at the back of 
this report. 








SUPPLEMENTAL VIEWS OF REPRESENTATIVE 
WRIGHT PATMAN 


In our concern over the great questions of public policy involving 
budget balance, national defense, and price levels, we ought not to 
neglect some of the lesser institutional problems, the solution of which, 
if not prerequisite to, will at least facilitate our handling of, those 
larger issues. 

Three among the many of these seemingly secondary problems 
which need to be considered if we are to maintain a healthy, growing 
economy, and an efficiently run government are: (1) The practice of 
burdening the taxpayers with what amounts to an outright subsidy- 
gift to the private commercial banks for an alleged “‘service’”’ which 
the Government can as a matter of fact do better for itself; (2) the 
disposition to accept the Federal debt largely left over from wars as 
something with which we must forever live, with no scheme or plan 
for payment, no matter what the effect of its management and over- 
hanging weight may be on Government credit and budget costs; (3) the 
continued tolerance, against all considerations of equity and good 
business, of a tax shelter in the form of tax-exempt securities servin 
in a large measure to vitiate our progressive income tax system as we 
as to reduce the tax base. 

1. At times the Federal Government must (or does) run at a budget- 
ary deficit. The method employed in financing a deficit is a great deal 
more than a mere “housekeeping matter.’ When “money,’’ which 
in modern times consist in large part of bank deposits, has literally 
to be created to finance a deficit it is important to consider just “how” 
and “by whom” the inherent right of the sovereign to create new 
money for public purposes is saa vat 

The year 1958, during which the Federal Government operated at 
a substantial deficit, provides an excellent illustration of the round- 
about and costly practice into which we have fallen as a consequence 
of our fachoaal ank reserves. On January 1, 1958, the reserve re- 
quirements of member banks in central Reserve cities, Reserve cities, 
and country banks were 20, 18, and 12 percent, respectively. During 
the year these requirements were lowered by the Federal Reserve 
authorities, so that on January 1, 1959, they were 18, 16%, and 11 
percent, respectively. 

These reserve reductions, defended as measures to encourage the 
expansion of credit during the period of recession, made available to 
the commercial banks at the stroke of a pen several billion dollars of 
added costless resources. But that was not the extent of the “gift” 
to the private banking interests. Because of our fractional reserve 


system the banking system as a whole was thereby enabled to expand 
earning assets—loans and investments—to six or seven times the 
newly created reserves. While legally required reserves at the be- 
ginning of the year were $18.5 billion and even less at the end of the 
year, $18.1 billion, total loans and investments of the banks on which 
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the banks draw interest increased nearly $15 billion—from $170.1 
billion to $184.5 billion. 

While these reductions in reserve requirements were put forward as 
measures to encourage expansion of business credit during a period of 
economic recession, the fact is that business loans of member banks 
actually decreased slightly during the year—from $40.5 billion to 
$40.1 billion. At the same time holdings by member banks of Federal 
Government securities increased $8 billion and their holdings of mu- 
nicipal, State, and corporate securities increased by $2 billion. It 
will be urged by some that, since the Federal Government was run- 
ning at a deficit, additional Government bonds had to be sold to some- 
one, and that the commercial banks were, indeed, doing a public serv- 
ice in taking these bonds—even at ever higher interest rates. This 
contention would have a better ring if it were not that the private 
banks were exercising the Government’s power to create money while 
charging the Federal Government for something the Government could 
and should do for itself. 

On occasions when the Government must sell securities to cover 
a deficit every effort should be made to place these in the hands of real 
savers, individuals, corporate savers, investment trusts, pension 
funds, and insurance companies. Only after the resources of these 
investors have been fully drawn on does the creation of new money 
become necessary. When that situation arises, as it did in 1958, 
instead of resorting to the private commercial banks, allowing them 
to create new money outright on their books to loan to the Federal 
Government and on which they collect interest, the direct and forth- 
right procedure is for the Government to exercise its constitutional 
power to do for itself what it can do through the Federal Reserve 
System—its own instrumentality. 

Some persons, evidencing a lack of faith in the capacity of gov- 
ernment to manage its own affairs, argue that the Government as a 
borrower must at all times be subject to the discipline of the market 
rate of interest. If this be so, there is no reason why interest on ad- 
vances to the Treasury by the Federal Reserve’should not be charged 
and paid for at a market rate. Any interest received by the Federal 
Reserve banks would ultimately accrue to the Federal Government 
through its claims on Federal Reserve net profits as an offset to the 
interest paid. Such accrual would thus tend to reduce the net budget- 
ary burden of public debt interest upon the taxpayers. 

n summary, when and if money must be newly created to take 
care of Federal Government needs there is no reason why the power 
of creating money which the Constitution clearly says belongs to the 
Government should be relinquished and turned over to the profit of 
private banks by permitting them to exact a charge for performing an 
essentially sovereign function. 

(2) In spite of direct higher interest costs in the Federal budget 
we have, by expanding our national income, been in a sense growing 
up to our national debt since the war. Its relative burden has been 
lessening although its interest cost has been pushed up and up, and no 
progress made at reducing (except momentarily) its amount. We 
can never know how much the Government’s credit is clouded by the 
overhang of this tremendous debt incurred because we failed to pay for 
the war by current taxation and later treated it as if it were an obliga- 
tion that need never be repaid. The analogy of the Federal debt to 
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a household debt is somewhat unreal, but a practice of regularly going 
deeper in debt without any considered plan for even token repayments 
is not likely to be without costs to either a household or government. 

We are all aware of the pressing demands for expanded defense and 
Federal services. We are aware also of how difficult it is to balance 
the Federal budget even in prosperous times. It may very well be, 
however, that the diversion of some tax money, or even increased 
taxes applied to the systematic curtailment of Federal debt, might be 
rewarding in easier debt management problems, lower interest costs, 
and in the meanwhile contributing to economic stability. 

(3) The haven for tax avoidance which tax-exempt securities pro- 
vide and the consequent loss of revenues to the Federal Government 
have been neglected far too long. 

Instead of taking such institutional situations for granted we need 
to be giving constant thought to maintaining and expanding the tax 
base. It is unfortunate that in 5 years the present administration 
has apparently given no thought and has certainly demonstrated no 
leadership in trying to cure this longstanding inequitable and costly 
situation. Evils such as tax-exempt securities can only be cured by 
efforts to do something about them and not by ignoring or accepting 
them, no matter how seemingly ingrained they may be in our traditions. 

The immunity of State and municipal securities from Federal tax- 
ation is not an expressed provision of the Constitution. Even as a 
rule of law it has not always been the case. While the principle 
that a tax levied by a State upon a Federal instrumentality might 
constitute a threat to the Federal Government itself goes back to 
Chief Justice Marshall’s times, it was not until 1870 that the con- 
trary doctrine calling for the immunity of State instrumentalities 
from Federal taxation was inaugurated. Exemption at the time was 
no serious problem. It did not become so until after the passage of 
the income tax amendment to the Constitution and the adoption as 
a part of our tax system of a steeply graduated progressive income tax. 

Today, with the substantial aula of State and municipal bonds 


now outstanding with tay-e xempt features—$55 billion and increasing 

at the rate of $7 billion « \ear—and in spite of the high marginal tax 

rates on individuals and cvrporations, it is doubtful whether the States 

and municipalities sav anything as a result of the tax-exempt feature. 
0 


The competitive maixet for tax-exempt bonds tends to adjust so as 
to capitalize the vah se of the exemption to the investor whose tax rate 
is lowest but whose purchase of the securities is, nevertheless, neces- 
sary to clear the market of the total available supply of tax-exempt 
securities. Purchasers of the bonds whose marginal tax rates are 
higher than the rate of these other taxpayers get a windfall by saving 
more in taxes than they must to pay for the tax immunity. 

Regardless of the question of whether the tax-exempt privilege may 
be eliminated on future issues by simple congressional amendment (as 
seems to many authorities to be the case) or whether a constitutional 
amendment is necessary to accomplish the end, it seems likely that 
the supposed saving in interest cost to local governments actually does 
not compensate for the tax loss now suffered by all taxing jurisdictions 
taken collectively. Not only equity but our revenue system and the 
budget position of the Federal Government would be improved by 
altering a tradition which today benefits the rich at a very doubtful 
if any saving to the State and local borrowers. 








SUPPLEMENTAL VIEWS OF REPRESENTATIVE 
HALE BOGGS 


I agree with the general premise of the report on the necessity for 
much more emphasis on our economic growth and in pointing out the 
failure of our economy to expand at a rate commensurate with our 
domestic and free world requirements. 

However, I would also point out that the other specific recom- 
mendations are subject to considerable differences of opinion and I 
neh agree with the blanket conclusions expressed with reference 
to them. 

I think that the report would be more effective if it listed these 
areas rather than attempted to recommend specifics. Tax reform, 
for instance, is of course very much needed and the Committee on 
Ways and Means is working diligently in this area. However, to 
single out a few items as is done places undue emphasis on these and 
not enough on others. 

In addition, the flat endorsement of certain recommendations of the 
President bears some examination, such as that with respect to treat- 
ment processes in mining. I think, too, that under the heading of the 
farm problem and foreign aid, while much is said, a great deal more 
could be said about the necessity for complete revision of these 
programs. 

In essence, I endorse the general proposition that we must strive 
with all of our energies, both public and private, for maximum em- 
ployment and much greater expansion of our economy. But I am not 
prepared to endorse or reject the specifics set forth to obtain this 
objective. 
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SUPPLEMENTAL VIEWS OF REPRESENTATIVE 
HENRY 8S. REUSS 


I agree heartily with the majority’s findings and recommendations. 
They differ markedly from those of the President and the Council of 
Economic Advisers. An important reason for the difference, I believe, 
is the failure of the President and the Council to fulfill the require- 
ments imposed upon them by the Employment Act of 1946. To 
this extent, responsibilities which should have been assumed by the 
President and the Council have had to be undertaken by the Joint 
Economic Committee. 

The Employment Act provides a specific framework, in the Eco- 
nomic Report, for reviewing Federal economic policies in the past and 
for outlining policies and programs for the future. It requires deter- 
mining levels of ‘‘maximum employment, production, and purchasing 
power” for the economy, and establishing targets to be achieved. 
It then calls for a program of coordinated Government action directed 
to the target levels. 

The Economic Report disregards these provisions of the act in two 
important particulars: 

First, no employment or production targets are set. As noted by 
Dr. Gerhard Colm in his testimony before the committee: 


* * * The discussion of the economic outlook in the report 
remains vague without any clear or precise indication of the 
increase in employment and production needed to approxi- 
mate ‘ ‘maximum employment, production, and purchasin 
power.” In this respect the report fails to live up to one o 
the requirements of the Employment Act * * *. Iam con- 
vinced that some discussion of reasonable goals of employ- 
ment and production is useful and is actually required by 
the * * * act (hearings, pp. 441-442). 


On employment, there is not even an estimate of what may be 
expected under the administration’s recommended budget and other 
policies, much less a statement of what it believes the ideal goal to be. 
On production, the possible and hoped-for levels of output have had 
to be inferred from tax revenue estimates submitted by the Treasury. 
By this disregard of the procedures established by the act, the Presi- 
dent and the Council of Economic Advisers have changed the 
Economic Report from a purposeful document, as intended by the 
act, to a mere review of the economy and a collection of legislative 
and other recommendations whose relevance to maximum employment 
and production can only be fortuitous. 

Second, it was intended by the Employment Act that the President, 
both in his review and his recommendations, would cover all the 
economic policies of the Government. While the Economic Report 
contains a discussion of the effect of monetary and credit policies 


27 











28 1959 JOINT ECONOMIC REPORT 





during the past year, it does not include any recommendations on 
what they ought to be in the coming year. The report merely states: 


Responsibility for monetary and credit policies rests with 
the Federal Reserve authorities who have independent 
status within Government * * * the pursuit of appropriate 
monetary (and) credit * * * policies would help attain 
rising production and employment at stable prices (p. 52). 


This omission of monetary and credit policies, on the ground of the 
independence of the Federal Reserve System, is a serious miscon- 
struction of the act. The purpose of the act was to provide for the 
centralization of responsibility in the President for the planning of an 
overall coordinated economic program. Monetary ait credit policy 
recommendations are an integral part of such a program. aking 
such recommendations would not affect the independence of the 
Federal Reserve, since it need not be bound. 

The President should include in the report only the desired general 
direction of monetary and credit policy. ‘for obvious reasons he should 
not issue specific recommendations on changes in the rediscount rate 
or in reserve requirements; nor should he attempt to direct the daily 
operations of the Federal Open Market Committee. But Congress 
and the public, through the Economic Report, have a right to a 
Presidential program that includes an overall stabilization program, 
instead of leaving the major part of any such program to the Federal 
Reserve. For example, the President should indicate whether the 
credit policy to be followed is one of ease or restriction. He might 
wish to indicate that certain of the credit tools available to the Federal 
Reserve would better serve overall policy than others. If circum- 
stances require, he should be prepared to recommend legislation to 
regulate consumer credit, mortgage lending, or the loan and invest- 
ment activities of the nonbanking financial intermediaries. 

Nowhere is the report more barren of recommendations than with 
respect to those inflationary price increases in the concentrated indus- 
tries which have occurred even in the face of a decline in general 


demand. This type of inflation was well described by Dr. Gardner C. 
Means to the committee: 


The third type of inflation has been called an administra- 
tive inflation and involves a rise in prices in the more con- 
centrated industries where there is a considerable area of 
discretion within which pricing policy can be made. Such 
pricing power clearly exists in such concentrated industries 
as steel and automobiles. It could also exist where markets 
are local and a few producers dominate the market. If this 
type of inflation occurs by itself, it involves a specialized 
price rise with the administration-dominated prices rising 
while market-dominated prices rise little or even fall. But 
this kind of inflation does not come from a general excess of 
demand and it cannot be halted by contracting demand 
except by creating unemployment. Indeed, there is some 
question whether even a very sizable amount, of unemploy- 
ment could prevent an administrative inflation. * * * Con- 
trol of this type of inflation by a balanced budget and tight 
money can only succeed through high unemployment and 
may not succeed even then (hearings, p. 755). 
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The Economic Report implicitly recognizes that this “third type” 
of inflation may be the type which presents the most immediate 
danger. Yet recommendations on what to do about it are conspicu- 
ously absent. 

Bills now before the Congress (S. 1237 and H.R. 4870) would 
redirect the President’s attention to his duties under the Employment 
Act with regard to setting employment and production targets in 
quantitative terms, and with regard to including monetary and credit 
recommendations in his overall program. The bills, in addition, as 
a means for restraining inflationary movements in heavily concen- 
trated industries, attempt to bring to bear an informed public opinion, 
through public hearings, upon price increases which threaten economic 
stability, and upon wage increases where the firm proposing such 
price increases declares such wage increases to necessitate the price 
increases. 
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MINORITY VIEWS 


Under the Employment Act of 1946, the Joint Economic Com- 
mittee of the Congress is called upon to— 


* * * file a report with the Senate and the House of Repre- 
sentatives containing its findings and recommendations with 
respect to each of the main recommendations made by the 
President in the Economic Report * * *. 


It has been possible on some occasions in the past for the Joint 
Economic Committee to submit its report to the Congress with agree- 
ment by all members of the committee. 

Although there is much with which we can agree in the majority 
report, we have filed minority views because of a i eteenental dis- 
satisfaction with its partisan political tone and because of two prin- 
cipal and basic defects it contains: 

1. It fails adequately to present the problem of maintaining prices 
at a reasonably stable level in our economy, the importance to sus- 
tained high levels of employment and growth of achieving this goal, 
and ee kind of fiscal and monetary policies that will help assure this 
result. 

2. It fails to address itself explicitly and directly to the reecommenda- 
tions of the President in his Economic Report for legislation that would 
help achieve the employment, production, and purchasing power goals 
of the Employment Act. 


We will discuss these deficiencies at greater length later in these 
minority views, but first it seems appropriate to review the basic 
purposes of the Employment Act and discuss how they best can be 
achieved. 

In the words of the Employment Act of 1946, the domestic economic 
objectives are ‘(maximum -employment, prosueHen: and purchasing 


power.” These objectives have come to be expressed more explicitly 
as a high and steady rate of employment of the labor force, expan- 
sion of productive capacity, and stability in the general level of 
prices. here is little disagreement among members of the committee 
and between the majority and the minority on this score, 

Although economic recovery by the end of 1958 had recovered 
most of the ground lost in the short recession, we are all quite aware 
that in mid-January, according to the Department of Commerce 
sample study and estimates, 4.7 million of our citizens reported that 
they were without a job but were looking for one. We yield to no 
one in the extent of our concern over unemployment and the hope for 
continued improvement in employment conditions. 

Concerned as everyone is about the lost product of recessions and 
the personal hardships involved in unemployment, we need to be 
constantly reminded that the Employment Act of 1946, framed as an 
expression of public policy in the shadow of widely feared postwar 
unemployment, rejects the position that the Government itself 
should provide the jobs for the unemployed. 
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In our opinion the surest way now to provide additional job oppor- 
tunities is precisely that called for under the Employment Act, namely, 
to create a climate in which industry, agriculture, and the service 
trades will be enabled to expand, thereby creating jobs and the pur- 
chasing power with which the products of maximum production may 
be moved. A dynamic economy: fostered by private initiative and 
innovation coupled with a continuing flow of savings and confidence 
that Government itself will not arbitrarily interfere is the best way 
to foster these conditions. With the tide of economic activity now 
moving rapidly upward, Government policy at this juncture should 
nurture the recovery, alert. to any setbacks, while seeking to prevent a 
new set of conditions from developing which may lay the groundwork 
for an outburst of inflation and a consequent future recurrence of 
unemployment. 

A great deal of discussion in our hearings on the President’s report 
and in the majority’s report deal with the problem of economic growth. 
The impression which some try to create is that one party has a monop- 
oly of interest in seeing a high rate of growth achieved and maintained. 
On the contrary, Americans in every walk of life and every political 
‘persuasion share this objective. 

Our differences concern the best means for its attainment. More- 
over, we reject the view held by some that any particular rate of 

owth can or should be set as a specific objective. Economists 

ave yet to resolve the formidable conceptual problems of economic 
oe and the even greater difficulties of yoga Be meaningfully. 

n view of these problems, political debate over whether any given 
growth raté is attainable is absurd.’ In addition, the reference to the 
rate of increase of gross national product made by the majority can 
hardly be taken as indicative, by itself, of the Nation’s economic 
progress. We should not overlook the fact that the recent expansion 
of productive capacity was probably the most rapid and intensive for 
= equally short period of time in our Nation’s history. 

Jeonomic growth, as the majority have noted, is the process of 
capital accumulation. Capital accumulation requires two things: 
(1) méentives to invest, which’ in our free and private enterprise 
economy means primarily the opportunity to earn net returns com- 
mensurate with the risks involved; and (2) real savings needed to 
finance the mvestment. Public policies which limit or destroy in- 
centives interfere with economic growth even if savings are high: 
By the same token, policies which prevent or discourage adequate 
savings will limit economic growth even if incentives to invest are 
strong.’ Both incentives and savings are needéd; Tt is uséless to 
= a higher rate of growth for the economy if we' aré unwilling to 
take the’ steps necessary to provide the conditions in which both 
private investment incentives ‘and ‘savings will be adequate to this 
purpose. 

One of the most important and constructive steps the Federal 
Government can take in this respect is to stop the continuing erosion 
of ‘the ‘value of our money?’ Without a‘stable’currenty, decisions of 
itidividuals and businesses about both sayings and’ investments are 

are date cts et cto ans rth rent a ee 
ag referred to in the footnotes to the minority Fe 


? Senator Javits: “I do not believe that,the 
of money, but that productivity and consump 


port," ; ; 
ederal Government alone can control the erosion of the value 
tion factors are also vital elements.” 
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distorted by considerations of trying to hedge against inflation. 
Moreover, the value of real savings out of any level of income will 
tend to shrink as savers become increasingly aware that the purchasing 
power of their savings is being eaten away by a rising price level. 
At the same time, investors, finding the costs of capital goods rising, 
experience increasing difficulty in acquiring an adequate volume of 
real savings to finance replacement, modernization, and expansion 
of their production facilities. 

Stabilizing the price level and insuring the soundness of the dollar, 
therefore, is not an alternative objective to achieving a high rate of 
economic growth. On the contrary, it is a basic requisite for con- 
tinuing growth without violent swings in the level of employment in 
a free economy. 

The President’s proposals for a balanced budget in fiseal 1960 are 
basic to achieving this aim. These proposals are not, as has been 
alleged by some, the product of outmoded fiscal canons. On the 
contrary, they represent constructive efforts to discharge fully the 
Federal Government’s responsibilities under the Employment Act.’ 

The consensus of the experts testifying before the committee was 
that the economy would achieve high and record levels of employ- 
ment, production, and purchasing power in the period covered by 
the President’s budget. Under these circumstances, failure to achieve 
a balance in the budget can be expected to have prompt inflationary 
consequences. A renewal of inflationary price trends would greatly 
increase the difficulties to be faced by the entire economy in achieving 
and maintaining a high rate of growth with maximum employment, 
eens and purchasing power. Those who would unbalance the 

udget for fiscal 1960 by increasing Federal spending, therefore, would 
in fact defeat attainment of the Employment Act’s objectives. 

We turn now to the two major failures of the majority report— 
its cursory and confused treatment of the broad problems of fiscal 
and monetary policy, and the lack of adequate discussion of the 
President’s specific recommendations for legislative action to achieve 
the goals of the Employment Act. 

As to the first, the report of the majority presents a cloudy and 
unclear position. 

On the one hand, the report registers its acknowledgement of the 
importance of price stability as a goal of national economic policy. 
It states that “* * * we should be acutely aware of the potential 
dangers of inflation * * *’ and it correctly recognizes the damage 
which an inflationary trend does to our economy and to the welfare 
of millions of American citizens. Also, the report correctly states 
that under the conditions of full or virtually full employment of re- 
sources the Government should operaté at a surplus. Yet the report 
fails to record support for the balanced budget program put forward 
by the President for the fiscal year 1960, a program which in all logic 
would fit the general fiscal policy conditions which the majority seems 
to advocate. Apparently, the majority has failed to grasp the fact 
that the budget put forward for the fiscal year 1960 is not a budget 
for today’s operations, but for the operations of the Federal Govern- 
ment beginning July 1, 1959, and extending to mid-1960. The eco- 

3 Senator Javits: “While I am in agreement with the principle of maintaining a reasonable relationship 
of balance between income and outgo in the Federal Government, I believe that under conditions of exist- 


economic and world political activity, the total aims of the President’s report and the essential needs of 
the Nation can be met without fiscal jeopardy within the limits of a 5 percent budget tolerance.” 
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nomic forecast of rising employment which is put forward in the 
President’s Economic Report is not specifi rejected by the 
majority yet they fail to present a fiscal policy ek would conform 
with such an economic forecast. Obviously, the burden of proof in 
this important matter rests upon the majority: they must either 
resent the evidence for believing that economic resources will not 
at full or nearly full utilization during the fiscal year 1960, or they 
must revise their apparent budgetary recommendations to accord 
more closely with those put forward by the President. This is the 
central issue of this year’s legislative program.‘ It is regrettable 
that the majority has not addressed itself to that issue in a forthright 
manner but has chosen to speak on it in vague and apparently incon- 
sistent language. The minority members of the committee want to 
make it quite clear that they regard the budgetary proposals of the 
President’s Economic Report as appropriate for our present and 
preepestive economic situation and urge the Congress to direct its 
egislative program along lines that will follow the general lines of the 
President’s fiscal recommendations. 

On the problem of inflation—surely the gravest potential obstacle 
to the achievement of high and rising rates of economic growth and 
improvement '—the viewpoint of the majority seems to be that this 
is a serious problem and one that we should do something about, but 
that we can well afford to wait until inflation is upon us before we do 
anything about it. Based on this completely unacceptable point of 
view, the majority appears to favor a less restrictive monetary policy, 
but no evidence is presented to support their point of view. The 
majority suggests that expansion = the money supply has been in- 
sufficient, whereas the fact is that the money supply increased in 
1958 by nearly $6 billion (demand deposits and currency, seasonally 
adjusted), an increase of well over 4 percent. This portion of the 
majority report must be rejected as muddled, lacking, in any obvious 

olicy direction and affording no useful guidance to the Congress, 
et alone to the Board of Governors of the Federal Reserve System 
which has responsibility to the Congress for the formation and admin- 
istration of monetary policy. 

We will now discuss the majority report’s treatment of matters on 
which the Economic Report. makes specific proposals for action to 
achieve the goals of the Employment Act. 

I. There is general agreement that monetary policy and debt 
management have an important role to play in assuring the sound ~ 
currency upon which steady economic growth over the long run de- 
pends. A monetary policy which ignored the strength of demand in 
the free money markets and which sought to provide easy credit under 
all circumstances would clearly lead to inflation and the speculative 
excesses out of which recessions develop. Responsible monetary and 
debt policy, therefore, is flexible and adjusts to the changing needs 
of the economy. 

This flexibility was well demonstrated during 1958. The easing of 
conditions in the money markets during the early part of the year, 


4 See footnote 3, page 33. 
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to which the Federal Reserve System contributed, was a material 
factor in arresting the decline and in providing the conditions under 
which recovery could get underway. As economic activity increased, 
the subsequent adjustments by the Federal Reserve provided the 
basis for sound growth in the availability of money and credit, with- 
out affording the basis for resurgence of speculative demands in the 
money market. These policies are being employed today to prevent 
renewal of strong inflationary pressures. There can be little disagree- 
ment that this is to be preferred to waiting until inflationary strains 
are well underway before taking action. 

Monetary policy during 1958, moreover, should once and for all 
dispel any impression that ‘‘tight money’ has in the past or will in 
the future be sought as an end in itself. We can be confident that 
monetary and debt management policies will be continuously adjusted 
to changing conditions and that the maximum volume of credit on 
the easiest terms consistent with stability in the price level and in 
employment conditions will be available. 

he President has strongly urged the Congress to grant wider 
administrative authority in setting interest rates under Federal direct 
lending, loan insurance, and loan guarantee programs. It is not 
clear from the majority report that they reject this constructive pro- 
1; indeed, it would appear that they approve it, in principle. 
et the majority report fails to make a forthright recommendation to 
the Congress for action along the lines of the President’s recom- 
mendation. We of the minority strongly recommend that this 
recommendation of the Economic Report be acted upon by the 
Congress in order to help achieve a higher level of residential building 
and, in line with the explicit objectives of the Employment Act, to 
accomplish this to the maximum extent possible through the agencies 
of our private financial institutions. Here is a definite proposal that 
would both spur building and reduce Federal expenditures. It should 
have the forthright support of the committee and of the Congress. 

Il. The majority report favors legislation looking to the reform of 
our tax system, as does the President's Economic Report, but the 
majority report, unlike the President’s Economic Report, fails to 
discuss this question in sufficiently specific terms to be useful as guid- 
ance to the Congress. 

The Federal Government can contribute significantly to prortenng 
the climate for economic progress by careful revision of the Feder 
tax structure. Tax reform is nasden to eliminate the present biases 
agains capital accumulation and to provide a tax framework within 
which sound business considerations, rather than tax differentials, 
determine the character of business activity. Studies by the Tax 
Policy and Fiscal Policy Subcommittees of the Joint Economic Com- 
mittee have indicated, for example, that (1) a substantial volume of 
financial assets have been immobilized by various features of the 
Federal tax system; (2) business capital structures and the methods 
of financing improvements and expansion are adversely affected by 
the present tax bias in favor of debt financing; and (3) present depre- 
ciation allowances for tax purposes are inadequate to provide the 
resources needed to expand and to replace eiaaiete plant and equip- 
ment with facilities incorporating technological advances.® 

* Senator Javits: “I also believe that emphasis must be ul inducements for foreign private 


Placed upon tax 
investment and that consideration should ven to measures which would increase tax revenues, as, for 
example, in the reconsideration of depletion allowances.” 
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Numerous studies, including those by subeommittees of this com- 

mittee, have also ew out various ways in which the Federal tax 
system has limited the development of adequate revenue sources for 
the States and localities. Tax revision to] clianiante these features of 
the Federal Revenue System would permit State and local govern- 
ments more adequately to discharge their responsibilities in providin 
the essential public services upon which attracting new industry and 
holding existing industry largely depends. 

Ill. The majority report expresses concern over the so-called cold 
war but fails to make specific recommendations for measures that 
would help the United States combat the efforts of the Soviet bloc. 
This is regrettable since it would appear that the majority, had they 
been of a mind to do so, could have found in the President's economic 
program exactly the measures that they desire to support. The 
minority registers its support for (i) extension of the authorization for 
sales of surplus agricultural commodities for foreign currency under 
title I of Public Law 480 and for the donation of such commodities 
for famine relief and other assistance under title IL of that law; (ii) ad- 
ditional obligational authority for the Development Loan Fund; (iii) 
careful study of the merits of an International Development Associa- 
tion, to be affiliated with the International Bank for Reconstruction 
and Development; and (iv) prompt action by ‘the Congress on the 
request of the President for augmenting, along with other nations, 
the resources of the International Monetary Fund and the Inter- 
national Bank for Reconstruction and Development. These are 
positive steps that can be taken by the Congress to achieve the foreign 
economic policy objectives which, as we read the majority report, 
the majority members of the committee appear to eee 

IV. That section of the majority report: directed to Federal programs 
for natural resource development hardly provides any useful guidance 
to the Congress. It goes without saying that ‘‘* * * Federal pro- 
grams to expand the Nation’s natural resource base should be carelaliy 
reviewed in the light of the future demands of an ‘expanding 
economy * *\*” Such review is a continuing activity of Creston 
ment; any criticism of our present programs of resource development 
can be useful only if sensei: in very specific terms. Apparently, the 
majority view is simply that the Federal Government is not spending 
enough money in this activity, but the majority fail to note that the 
budget for the fiscal year 1960 jceeammietes spending on natural 
resources at a rate higher than im the fiscal year 1959, substantially 
above 1958, and very much higher than 5 years ago. 

V. On the subject of slum clearance and urban renewal, the majority 
report is again vague and inconelusive, offering no specific guides to the 
Congress. In the judgment of the minority and of virtually all ex- 
perienced and competent students of housing problems, the Federal 
public housing program has failed to provide an acceptable solution 
to the problem of inadequate housing in our great urban centers. It 
would have been wise and helpful had» the majority registered its 
support of the President’s program, as set forth in egulatien resented 
to the Congress, for additional funds for the urban renewal program 
and for revisions in certain of the procedures of that program that will 


T Senator Javits: ‘*T consider one of the great opportunities for realizing the goals of the Employment Act 
in the develop- 


to be in the development of new markets through foreign public and private investment, 
ment of the underdeveloped areas, and in greatly in technical assistance to them.’ 
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make it more effective as a means for helping to solve redevelopment 
problems in urban centers.® 

VI. The gist of the majority report’s comments on the farm problem 
is that we should “rethink our farm program.” Assuredly, there can 
be no dispute about this. There is only a need for action on the part 
of the Congress to write laws which will make it possible for the farm 
economy to adjust production, in an orderly fashion, to a proper 
balance with commercial demand, and thus to eliminate the inordi- 
nately large and growing burden on the Federal budget for subsidies 
to farm production. There is, fortunately, no inconsistency between 
8 nore agricultural program and the protection of the values which 
we all recognize in the continuance of the family farm. 

VII. The minority is happy to note the fact that the majority agrees 
with the President’s recommendations with respect to improvement 
of our antitrust laws and the strengthening of their enforcement. In 
this same section of its report, the majority takes notice of govern- 
mental activities that affect prices and costs but fails to acknowledge 
the eerenanenh Py the President of a special Committee on Govern- 
ment Activities Affecting Prices and Costs which will study exactly 
the range of problems in which the majority members of the com- 
mittee express an interest. 

In summary, the report of the majority fails to deal directly with 
the recommendations of the President for economic legislation and 
accordingly, fails to give the Congress the guidance which is call 
for under the Employment Act of 1946. e minority members of 


the committee have examined the President’s report closely, and have 
pesvennatta in the hearings which have been held by the Joint 


conomic Committee on that report. In our judgment, enactment 
by the Congress of legislation along the lines proposed in the Presi- 
dent’s report would help accomplish this year and in the years ahead 
the employment and production goals of the Employment Act. The 
minority members of the committee wish also specifically to register 
their support for the President’s proposal that the Employment Act 
be amended to make reasonable stability of prices an explicit goal of 
that statute. 

We wish to commend the Council of Economic Advisers on the 
technical quality of the analysis, and presentation of the report and 
appendixes. There continue to be items of seemingly marginal 
importance in the report yet there is marked progress in directin 
the recommendations to the broad questions of policy with whic 
the Employment Act is concerned. 


Tuomas B. Curtis. Prescott Buss. 
CLARENCE E. Kivsurn. JoHN MARSHALL BUTLER. 
Witiram B. WIpna.t. Jacos K. Javits. 


* Senator Javits: “‘A balanced approach to the housing problems of our urban communities reqnires not 
only an adequate urban renewal program, but also assistance to housing for middle-income families and 
the elderly, whose needs private enterprise is not able to meet alone, and the provision of some low-rent 
public housing to meet the social needs of our people.” 





ADDITIONAL VIEWS OF SENATOR JACOB K. JAVITS 


While expressing reservations to the minority report in some re- 
spects, I have concurred with it, subject to these reservations, because 
I believe that its emphasis on thoughtful consideration of budget and 
fiscal policy is essential to the country. I would have much preferred 
to see a report issued on which we could all agree—indeed, attempts 
were made to bring this about—but this proved to be impossible. 

Though I suspect that efforts will be made to draw an issue between 
those who will be labeled the “spenders” and the “savers,” and to 
make the views of those who believe in “economic growth” appear 
irreconcilable with those fearing inflation more, I cannot. help but 
feel that the very substantial areas of agreement which exist in the 
committee should be highlighted at least as much as the differences, 

There is general agreement that these are not normal times for our 
country or for the world and we cannot deal with the budget and with 
our general economic position as if they were. Though we are not 
engaged in a fighting war, the struggle between the economic and 
senate tems of freedom and communism—‘‘the cold war’’—demands 
unusual expenditures and policies. Also, the drive of people in large 
parts of the world toward more tolerable living conditions and toward 
self-government make these explosive, not normal, times. 

The objective of a balanced budget over a cyclical period is a sound 
one and should be followed, but we must take into account the exist- 
ence of a cold war extending more and more into the economic field 
and the existence of more than normal unemployment; hence the 
reason for accepting some budget imbalance, which should, of course, 
be kept within minimal limits. 

The Federal Government has the responsibility under the Employ- 
ment Act of 1946 to use all the means at its disposal to promote 
maximum employment, production, and purchasing power. This re- 
quires development of the Nation’s productive capacity and markets, 
a high and steady rate of use of the labor and material resources, a 
high degree of stability in the general level of prices, high efficiency 
in production and distribution, and fair compensation to workers in 
accordance with our long-established principles of mass production 
and mass consumption. All of these objectives must be given due 


regard. 

There is no need for me to restate the majority report’s discussion 
of the testimony of economic experts from the executive branch and 
from groups outside the Government who generally foresee relatively 
stable prices for 1959. The great need to protect our pensioners 
retired persons with fixed incomes, life insurance beneficiaries, and 
Government and white-collar workers, who are ordinarily the worst 
victims of inflation, is also generally recognized. Neither should there 
be any disagreement with the statement that there is room for sub- 
stantial tax reform, in view of the great influence both positive and 
negative of the tax structure upon the growth and utilization of our 
productive resources. 
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We would also agree generally that the major economic study, which 
this committee plans to undertake, and another proposed by the admin- 
istration, can shed much light on the various factors which must be 
considered under the Employment Act’s objectives and the weight to 
be given:each. 

The differences between us, it seems to me, are in the means to be 
used and in the degree of emphasis to be given each objective. 

The overriding issue, in my opinion, is peace—more so than the 
budget, very important as the budget is. The financial viability of 
the country is a major element in national security, and we cannot, 
therefore, lay aside budgetary considerations—but they cannot be 
permitted to be the primary determinant of our policy. 

Under all the circumstances, I believe that we can come close enough 
to a balanced budget for the health of the economy and yet. do all the 
things we have to do. I would not regard an excess of expenditures 
over budgeted revenues in the area of 5 percent of the budgetary 
figure as throwing the budget dangerously out of balance, and this, of 
course, assumes that we will not face any international crises jeopard- 
izing the security of the country. Such an excess would, of course, be 
expected to represent both defense and nondefense items and would 
run between $2 billion and just under $4 billion. 

A little loosening of the budget. could be joined with tax revision and 
tax reform. I recognize the obligation to. support an adequate tax 
structure, both in terms of continuing forthe present the existing 
scale of most excise taxes and in terms of closing tax loopholes which 
presently permit large segments of the economy to escape their 
responsible share of the burden of government. That is why I favor 
a reasonable reduction in the a7 percent, oil depletion allowauce, 
excessive mineral depletion allowances, and other special tax privileges. 
Also, consideration needs to be given to the encouragement of foreign 
private investment, the retirement needs of middle-income.earners, 
and small business. 

We must realize that we cannot work in exactitudes in this area. 
Our budget is based on estimates which are extremely generalized. 
We estimate the level of our economic activity more than 1% years 
ahead in order to determine our potential revenues. .We estimate 
even further ahead the national needs of, many programs; which are 
subject to events completely beyond our control, like international 
crises, wars, drought, and flood; even.a minor. change in the going 
rate of interest. on Government, bonds can throw off our. budget 
estimates by hundreds of millions of dollars. 

I believe in every effort to increase output and consumption and to 
romote economic growth. But, at a, time of high economic activity 
fikce the present, this should not be accomplished through govern- 
mental “‘pump priming”’ or forced-draft. Government spending—in the 
way in which they were applied to. the recession at the end of 1957 
and early 1958. 

The emphasis in the majority report, on continuing. unacceptable 
levels of unemployment is, of course, fully justified, and I agree with 
the need for adequate unemployment compensation standards and 
payments to avoid distress and remanding of the unemployed to the 
welfare rolls. But I do not accept the easy theory of Federal Govern- 
ment expenditures to create employment which is implied in the 
majority views. This is a soll dekaatve answer under existing condi- 
tions and as unacceptable as the unemployment itself. 
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What is called for at the present time is stepped-up economic 
growth in the private sector to bring about reemployment, and that 
should be our main goal. Among the steps which could help economic 
growth materially is the establishment of “local productivity coun- 
cils” similar to those which operated in various areas of the country 
during World War II. Consisting of top-level labor, management, 
and public representatives in a locality, these councils could make 
major contributions toward increased production, without sacrifi¢i 
the interests, needs, and goals of sither management or labor. a 
case in point is what they could do on the local level to modernize 
industry including the updating and standardizing of archaic building 
codes. The same urgency which led to the creation of these councils 
in wartime exists now—the cold war. is mainly one of economic 
pressures—and similar measures are appropriate, particularly when 
they involve voluntary cooperation in the Ni ation’s interest. 

In line with meeting this problem, we should also consider methods 
for promoting public awareness of the problems created by an 
imbalance between wages and salaries and prices on the one hand, and 
production and consumption on the other, In this area lies the chief 
cause of the inflationary spiral—the constant, yet constantly lesa 
successful, attempt of these elements to catch up with each other, 

We must make a very great effort overseas to develop new markets 
and new opportunities for investment. This is our greatest. chance for 
economic expansion, equivalent to. the ‘‘go west, young man’’ drive 
of the decades following the Civil War. We should place a. great 
premium upon. oversea private investment, encouraging it through 
governmental measures including tax advantages, guarantees, govern- 
mental services at, home and abroad, and efforts by treaty and agree- 
ment to assure equal treatment and the integrity of imvestments. 
We should back, up foreign private investment, with long-term Govern- 
ment loans. for, ‘‘infrastrueture’’ development. purposes) (ports, roads, 
sanitation, education, reclamation, navigation, and irrigation), while, 
at the same time, spending as needed for technical assistance and for 
the education and training of far more Americans than at present to 
engage in this technical assistance. 

n. considering economic growth patterns, and our ability to progress 
in, the various areas.of national need, we must constantly consider the 
rising cost, of defense expenditures as a major influence, The report 
of t " Rockefeller Brothers Fund on | the, U.S. economy, pointed 
out, that— 


We can afford the defense programs essential for survival. 
In doing so, however, unless we achieve a 5-percent growth 
rate, we shall have to hold back otherwise desirable expendi- 
tures in the Government field and keep the growth of private 
expenditures below a level commensurate with our aspirations. 


As to national needs, I believe that those financed from Federal 
appropriations must be conducive to the above objectives; hence I 
have favored middle-of-the-road programs for Federal aid as.in, the 
fields of housing, airports, highways, depressed areas, education; and 
health, I see less justification for federally financed power and similar 
development at this time, I do not believe that the budgetary impact, 
of middle-of-the-road programs which primarily utilize Government. 
guarantee techniques and the stimulation of private investment, will 
cause budget imbalance of a prejudicial inflationary nature. 
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The problem of our metropolitan areas is a national one, not only 
because many like New York, Chicago, Washington, and Philadelphia 
extend beyond the boundaries of one State, but because these urban 
communities are the nerve centers of the Nation and contain the bulk 
of its productive resources. The health and growth of our cities are 
key items in the health and growth of our entire economy. With 6 
out of every 10 American citizens living in the 186 biggest metropolitan 
areas, appropriate consideration on the Federal level must be given 
to their needs. Of the greatest importance are programs which will 
sustain and renew their growth and viability, increase their ability to 
produce, and reflect themselves in greater future values both for the 

articular community and for the Nation as a whole. In this respect 

consider of the greatest significance those programs dealing with 
urban renewal and mass transportation, which, over a period of time, 
more than compensate for their costs. 

I do not consider such expenditures inflationary when they increase 
directly the aggregate wealth of the country, especially in terms of 
its capacity to produce efficiently and economically and to provide 
products for which a legitimate demand remains unsatisfied at home 
and abroad. The effect of such increased wealth upon increased 
revenues, even existing rates, will be more than enough to cover 
these expenditures. 

In its approach to farm policy and to expenditures in the agricul- 
tural sector, I find the majority’s views especially hard to justify. 
It is naive to omit from consideration the fact that a substantial 
portion of increased farm output is directly attributable to produc- 
tion for Government price support payments. This factor is par- 
ticularly damaging since the increase in output often bears no rela- 
tionship at all to demand or needs; this is especially the case with 
the basic crops of wheat, cotton, corn, tobacco, rice, and peanuts. 
A reduction of the Federal Government’s price guarantees is sound, 
but such a cutback must be coupled with more vigorous substantive 
programs—these will also cost money, but money infinitely better 
spent. They include increased industrial uses of farm products, more 
efficient mechanization, better marketing—including processing and 
packaging closer to the farm—and ‘greater’ utilization of farm’ prod- 
ucts in foreign aid. Our dairy farms in New York, for example, have 
shown a marked ability to adjust to a more realistic situation. 

The additional problems of the family farm, cited by the majority, 
are often social ones and will not be solved by a subsidy. at is 
required here is credit, home and road improvement, extension serv- 
ices, specialization, and, as a last resort, means for transition from 
farm to town and an opportunity for retraining where the family farm 
is‘without reasonable economic prospect. 

As an important concomitant of satisfactory growth, there must be 
the ability to invest and borrow at a reasonable cost. I believe that 
the economy of the country deserves and demands lower interest 
rates and that Congress should do its best to hold the line on the cost 
of borrowing. This should be done, however, through governmental 
and fiscal policy, through encouragement of Government bond buying 
by individual investors, by making governmental bonds more attrac- 
tive, by judicious open market operations in the Government bond 
market, and thro the encouragement of foreign investments and 
the expansion of foreign markets, rather than primarily through 
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interest ceilings fixed by law. We cannot hope to accomplish such 
reduction of interest rates by attempting to peg specific rates of 
interest, such as those on veterans’ home mortgages, at an unrealistic 
level below the rates required by the general money market, for the 
result of such a policy is to deprive that section of the economy of 
access to credit, rather than to reduce the cost of money available to it. 
Our programs for the achievement of lower interest rates must cover 
the entire credit structure. 

In all these considerations, I think that the greatest importance 
should be placed on finding the methods which will maximize the use 
of the private sector of the economy to meet the needs of our people 
and our Nation, both at home and abroad. We must find the areas 
in which, without sacrificing the basic economic precepts of free 
enterprise and individual choice, we can expand our wealth, produc- 
tion, and employmient while, at the same time, protecting our standard 
of living, our fiscal stability, and the value of the dollar. 

As the Rockefeller report points out: 


In making the choices which will confront us, we have the 
opportunity to adopt a series of measures that could give us 
a@ more rapid economic growth. * * * Our choices are not 
necessarily limited by past rates of expansion—they en- 
compass the possibility that we can adopt policies that 
provide positive stimuli to greater output. 


Our task is to balance our needs, not with the thought that one 
goal must be sacrificed to achieve another, but with the full realization 


that we may be able to achieve most or all of them through a judicious 
use of:our resources." 





THE ECONOMIC OUTLOOK FOR 1959 








LETTER OF TRANSMITTAL 


FEBRUARY 23, 1959. 
Hon. Paut H. Dovauas, 


U.S. Senate, 
Washington, D.C. 


Dear Senator Dovauas: Transmitted herewith are committee 
staff materials on the economic outlook for 1959. These materials, 
as in previous years, attempt to quantify the ‘foreseeable trends” of 
economic activity for 1959 which, in the judgment of the staff, are 
consistent with the outlook assumptions of the President’s Economic 
Report and budget, as well as those consistent with testimony during 
the recent committee hearings. 

Detailed and precise figures must be used, of course, if economic 
peed are to be internally consistent; it is to be emphasized, 

owever, that the purpose of such projections is to show the general 
order of magnitude and direction of possible major economic develop- 
ments on the basis of stated assumptions. 
Sincerely yours, 
Roperick H. Rivey, 
Executive Director. 
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THE ECONOMIC OUTLOOK FOR 1959 


[NoTEe.—References in text and tables are to numbered sections of the Technical 
Materials beginning on p. 58.] 


The President’s Economic Report and his budget message are 
based on confidence that economic recovery will continue in 1959.! 
This outlook assumes that— 

(1) Gross national product for 1959 will be about $473 billion 
and the annual rate will reach the range of $480—485 billion by 
the fourth quarter; ? 

(2) Prices on the average will change little, but inflationary 
possibilities are present; ® 

(3) The rate of increase in output during 1959 will be slower 
than in the initial revival stage during 1958; * 

(4) The year-to-year rise, 1958 to 1959, will be somewhat 
slower than after the 1954 recession; °® 

(5) Further improvement in economic activity will result from 
an upturn in business expenditures on fixed capital, a shift from 
inventory liquidation to accumulation, continued strength in 
residential construction, a further rise in combined outlays of 
Federal, State, and local governments, some improvement in 
exports, and increases in consumer purchases.® 

6) The badges for fiscal 1960 will be balanced at $77 billion.’ 

The President’s Economic Report and his budget seem to reflect 
a belief that this outlook is consistent with the objectives of the 
Employment Act,’ making due allowance for the fact that the econ- 
omy is still recovering from the recession of 1957-58, and that there- 
fore, although activity will increase during 1959, maximum employ- 
ment, production, and purchasing power will not be reached before 
late in the year or in the first half of 1960. (See chart I, p. 53.) ° 

Will the total demands of consumers, business, and Government be 
large enough to result in realization of the assumptions underlyin 
the President’s Economic Report and budget as set forth above 
This question is examined in the following sections of these materials 
on the basis of the record of the committee hearings and other in- 
formation assembled by the staff. 


DemaNp Prospects ror 1959 As DrvELopED IN CoMMITTEE 
HEARINGS 


Prospects for changes in demand by consumers, business, and 
Government in 1959 were analyzed by witnesses in the committee’s 
hearings on the Economic Report of the President.” 


Government expenditures 


If expenditure policies conferm to the President’s budget message, 
Federal, State, and local demands for goods and services (on a national 
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income and product account basis) are expected to total $97.5 billion 
for calendar 1959, an increase of $6.3 billion over 1958. State and 
local governments would account for $3.4 billion of this increase, 
reflecting mainly increased outlays for construction—particularl 

of schools and highways—and higher employee compensation. Fed. 
eral expenditures for goods and services are scheduled to average 
$54.5 billion in calendar 1959, about $2.9 billion more than in 1958. 
The annual rate of such expenditures is scheduled to be about 
$55 billion in the first half of 1959, and then average.a billion lower or 
$54 billion in the second half of 1959 and the first half of 1960. Total 
Federal expenditures on a national income and product account basis 
are scheduled to level out during all of 1959 and the first half of 1960 
at about a $92 billion annual rate. This is in contrast to the rise in 
the annual rate of these expenditures of about $9.5 billion between the 
first. quarter of 1958 and the first half of 1959, of which $5.3 billion 


represented a rise in the annual rate of purchases of goods and 
services." 


Business plant and equipment outlays 


Business investment in new plant and equipment appears likely to 
begin to rise in 1959, with the rate accelerating in the latter part of 
the year. Lower outlays than in 1958 by manufacturers are expected 
to be offset by rising outlays by nonmanufacturing firms. Manu- 
facturing companies are expected to continue to report slight declines 
in capital expenditures through part of this year. Recent modest 
rises in their capital appropriations for future spending, as reported 
in the NICB-Newsweek survey, point toward rising rates of expendi- 
ture by manufacturers later in 1959. This pattern seems consistent 
with the McGraw-Hill survey of last October which indicated a 3- 
percent decline in manufacturing capital outlays for 1959 compared 
to 1958, but with a counterbalancing increase in the nonmanufacturing 
sector. This equality of total private capital outlays in 1958 and 
1959 implies a rise during 1959, since the rate of spending in the fourth 
quarter of 1958 was below the year’s average. The next Government 
survey (SEC-Commerce) of such plans, now underway and to be 
available in March, will shed further light on prospects for business 
fixed investment this year. The professional consensus, on the basis 
of present information, is not significantly different from the assump- 
tions implicit in the Economic Report.” 


Residential construction 


Residential construction (nonfarm) is generally expected to average 
about $2 billion higher in 1959 than in 1958, or about the same as the 
$20 billion per year rate reached in the fourth quarter of 1958. 
Housing starts are expected to average close to 1.3 million this year 
compared to about 1.2 million in 1958 and an annual rate of about 
1.45 million (preliminary) in December 1958. This implies a high 
rate of housing starts at the beginning of 1959, tapering off as the 
year progresses. The extent of the decline in starts is expected to 
depend on availability of funds for home mortgage financing. Actual 
expenditures (construction put in place) are expected to be higher 


than in 1958, in part because of a modest rise in average cost per 
unit.” 
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Business inventories 


Heavy liquidation of business inventories in the early months of 
1958 slackened as the year progressed and ceased altogether by the 
fourth quarter. Present conditions appear to be favorable to rebuild- 
ing of inventories. The annual rate of inventory accumulation is 
expected to move rapidly to over $5 billion and may reach $6 billion 
or more in the fourth quarter, particularly if steel inventories are 
depleted by a strike in the third quarter. This pattern could result 
in an average accumulation of $4 billion or more for the year." 


Personal consumption 


Consumption as a whole is likely to move pretty much in line with 
disposable personal income. At the end of 1958 the rate of personal 
saving, about 6 percent, was about as low as it has been since 1950, 
so that the savings ratio might be expected to rise somewhat during 
1959. This may be moderated by a rise in automobile purchases at 
a rate more than proportionate to income. If events develop along 
these lines, total consumption could rise by $15 billion or more be- 
tween the fourth quarters of 1958 and 1959. For 1959 as a whole, 
total consumer expenditures would amount to about $306-$308 
billion."® 
International 


Improvement in economic activity at the rate indicated by the 
above analyses would generate an increase in our imports; expendi- 
tures for services and overseas military spending should also be higher 
than in 1958. Government foreign aid is expected to be about the 
same as last year. Private foreign investment could then maintain 
approximately the 1958 level. Exports are expected to pick up as 
the year progresses, and other uses of dollars to increase. On balance 
the transfer of gold and dollars to foreign accounts might average less 
than in 1958, with the rate of transfer declining as the year 
progresses. 


In total, these analyses of prospective demands in 1958, as presented 
at committee hearings, amount to about $470—$475 billion for the year 
as a whole and to an annual rate of about $480-$485 billion by the 
fourth quarter.’ Implicit in this outlook is a rise of about 1 to 1% 
percent in prices as measured by the gross national product deflator, 
although the consumer price index is expected to be roughly stable. 
The rise in the deflator would result almost wholly from rises in con- 
struction costs and increased compensation of Government employees 
(principally State and local).* 


Tue Nation’s Economic BupGer ror 1959 


_A national economic budget for 1959, consistent with the assump- 

tions underlying the President’s Economic Report and his Budget 
Message, is shown in table 1 (p. 56). Government expenditures, 
personal income, and corporate profits are those transmitted by the 
executive branch. Other details are consistent with, though not 
necessarily identical to, those of the executive branch, which, as a 
matter of policy, does not publish detailed numerical estimates of its 
economic assumptions. 
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Chart I (p. 53) illustrates the relation of this assumed gross national 
product of $473 billion for 1959 to past changes in actual output and 
to potential output calculated from experience of past years not 
marked by war or severe recession.» The quarterly deflated gross 
national arene shown in chart I is the series published for the first 
time in December 1958 by the Office of Business Economics of the 
Department of Commerce, converted from 1954 dollars to the price 
level of the fourth quarter of 1958, using their deflator. This series 
replaces a tentative quarterly series by the committee staff used on 
similar charts in past years. 

Comparison of the economic assumptions for 1959 implied in the 
President’s Economic Report and budget with the demand prospects 
for 1959 developed during the committee hearings, as summarized in 
the previous section, reveals some differences in details and in empha- 
sis, but no significant difference in the expected overall output for the 
year or in the relationship of demand to the potential output. 

What are the implications of this analysis, and of the numerical 
estimates in which it is summarized? 

(1) If the gross national product of $473 billion for 1959 implied in 
the President’s Economic Report and budget does not assume any 
price increase after the fourth quarter of 1958, then, as indicated b 
ee A on chart 1, the assumed output for the year, if realized, will 

e about $12 billion or 2.5 percent below the potential output of 
about $485 billion (expressed in prices prevailing in the fourth quarter 
of 1958). The corresponding rate of increase in output during the 
year would be slower than that experienced between the second and 
fourth quarters of 1958. 

On the other hand, the assumed gross national product of $473 
billion for 1959 as a whole may allow for a modest price increase, 
reflecting mainly expected rises in construction costs and in compen- 
sation of government employees.’ Then the gross national product 
for 1959 of $473 billion would be lowered to perhaps $467.5 billion in 
terms of the prices of the fourth quarter of 1958 used for chart I— 
a level $17.5 billion or 3.6 percent below the potential output (pattern 
B on chart I). 

In either case, the assumptions underlying the President’s Economic 
Report and budget imply: (a) that the rate of rise in output during 
1959 will be slower than during the second half of 1958 though faster 
than the long-term rate of increase; and (6) that output and employ- 
ment are not expected to reach the potential growth trend before 
the end of 1959 or, perhaps, sometime in 1960. 

(2) How much unemployment might be experienced this year if the 
assumed output increases are realized? Since the amount or percent 
of unemployment will depend on several factors, a number of outcomes 
are possible. On the assumption that the labor force will increase in 
line with longrun relationships to population changes and that the 
recovery in hours worked was largely complete by the fourth quarter 
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of 1958, prospects for this year can be illustrated by the following tab- 
ulation: 

A. If prices are assumed to remain constant after the fourth quarter of 1958, 
then the average gross national product of $473 billion for 1959 implies that— 


If output per man-hour increases be- Unemployment, seasonally adjusted, in 
tween the fourth quarters of 1958 the fourth quarter of 1959 will be— 
and 1959 by— 


1 percent 3 percent 
2 percent 4 percent 
3 percent 5 percent 
4 perceut 6 percent 
5 pereent 7 percent 


B. If prices are assumed to increase by 1% percent from the fourth quarter of 
1958 to the fourth quarter of 1959, then the average gross national product for 
1959 valued in prices prevailing in the fourth quarter of 1958, would be $467.5 
billion instead of $473 billion, which would imply that— 


If output per man-hour increases be- Unemployment, seasonally adjusted, in 
tween the fourth quarters of 1958 the fourth quarter of 1959 will be— 
and 1959 by— 


1 percent 4 percent 
2 percent 5 percent 
3 percent 6 percent 
4 percent 7 percent 
5 percent 8 percent 


In past years of revival from a contraction, such as 1949-50 or 
1954-55, output per man-hour has increased by above-average rates 
and the bulk of the recovery in hours worked occurred in the first 
6to9 months. If this pattern of recovery unfolds again in this cycle, 
one would expect the total increase in the combination of hours 
worked and output per man-hour to be in the range of 3 to 5 per- 
cent per year. ‘Therefore, unemployment (seasonally adjusted) might 
range between a low of 5 to 6 percent and a high of 7 to 8 percent. 

This analysis, of course, assumes that the labor force will increase 
in line with longrun relationships to population growth. If con- 
tinued unemployment were accompanied by a slower rate of growth 
in the labor force, as in 1958, the percent unemployed would be lower 
than indicated above.?® Considering the necessarily approximate 
character of any such calculations, the economic assumptions under- 
lying the President’s Economic Report and his budget imply little 
reduction in the seasonally adjusted rate of unemployment. 

The employment and unemployment implications of the outlook 
may be clearer if we look graphically at the relation of employment to 
output in recent years. Chart II, which is derived from the data 
underlying chart I, shows two lines: (a) the actual gross national 
product in constant prices as a percent of the potential; and (6) 
employment as a percent of the civilian labor force. Since the poten- 
tial assumes 4 percent unemployment, the 100 percent mark on the 
left scale for the output percentage has been lined up with the 96 
percent mark of the right scale for the percent employed. The scales 
were chosen so that the fluctuations of the two lines are of about the 


same size. The assumed patterns A and B of chart I also appear on 
chart II. 
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It will be seen that a slower recovery in employment than in output 
in the coming year would be consistent with the recovery pattern of 
1954-55; and if output rises as slowly as now assumed, the percentage 
of the civilian labor force with jobs could be expected to rise very little 
this year—i.e., the percent unemployed, seasonally adjusted, would 


fall very little.” 


TasLe 1.—Summary of the Nation’s economic budget, calendar years, actual 1956 


and 1957, preliminary 1958, and estimated 1959 
{Billions of dollars} 


Actual Actual Preliminary 
1957 1958 


Personal: 
Income: Total disposable 


Expenditures: 
Durable goods 


Income: 

Undistributed cerperete profits. ....... 
Capital consumption allowances 
Inventory valuation adjustment 


Total income 


Expenditures: 
Construction: 
Residentia! (nonfarm) 
Other private 
Producers’ durable equipment. .--.-...... 
Net change in business inventories 


International: 
Foreign net transfers by Government. --. 
Net exports of goods and services 


Excess of transfers (+-) or net exports (—). 


Government: 
Income: 
Personal tax and nontax payments 
Business tax and nontax payments 
Contributions for social insurance 
Less transfer payments, etc.!___......- 


Total income 
Expenditures: 
Federal 


44.4 
7.3 


State and local . he 39.6 


Total expenditures 91.2 
Savings (+) or dissavings (—) . 4 —10.2 


Statistical discrepancy (+-) or (—) . - —-1.2 


Total gross national product . 440.3 437.7 


Estimated 


Note.—Reference numbers in this table correspond to numbered items in the Technical Materials, p. 58. 
Sources: 1956-58, Office of Business Economics, Department of Commerce; and 1959, Staff, Joint 


Economic Committee. 





heoeti@giacs 


“wire nwm FOO! ooocoe icoliowo 


wt ae ere eS 


Ere er at ee CO 


1959 JOINT ECONOMIC REPORT 57 


TABLE 2.—Relation of gross national product, net national product, national income, 
and personal income, calendar years, actual 1956 and 1957, preliminary 1968, 


and estimated 1959 
[Billions of dollars] 


Item 


Gross national product 
Less: Capital consumption allowances 


Equals: Net national product 


Indirect business tax and nontax lia- 


Business transfer payments 
Statistical discrepancy 
Plus: Subsidies less current surplus of Gov- 


Less: 
Corporate profits and inventory valua- 
tion adjustment. 
Contributions for social insurance 
Excess of wage accruals over disburse- 


Plus: 
Government transfer payments. --.....- 
Net interest paid by Government 
Dividends 


BBS 
ae 
as 


we bo 


Ren 
a cone 
— 
2 6 


< a 
S|) -Bes o FE 
co} ofnweo 
ol onus 


ots |2)-nek® © FB 
= | Qcenwcw 
S| Be 


eco 


1. 
330. 
40. 
35. 
4. 


on 
oSs 
~~ 
8s 
ooo 


Equals: Disposable personal in- 


Less: Personal consumption expenditures. 
Equals: Personal savings 
DOR. . cttideesntccscitiniiined lees 
Addendum: 
Cc te profits and inventory valuation 
justment 


Inventory valuation adjustment 
Corporate profits before tax 


Corporate profits tax liability. -_.... 
Corporate profits after tax 
Dividends 
Undistributed corporate profits. 


Note.—Reference numbers in this table correspond to numbered items in the Technical Materials, p. 58. 


Sources: 1956-58, Office of Business Economics, Department of Commerce; and 1959, Staff, Joint Eco- 
nomic Committee. 
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TARLE 3.—Actual and “potential” * gross national product in constant 1954 prices, 
calendar years 1957-59 


1957 


Poten- | Prelimi- | Poten- Poten- 
tial 25 tial 25 


Unemployment 
Percent of labor force 


Employment 
Private 


Agriculture 
Nonagriculture 


Government-civilian %* 
Private: 
Average annual hours: 


Agricul 
Ses osckis nnn no nanan dc eiean ail 2, 004. 9 


Agriculture 
Nonagriculture 


Gross national product (in billions of 1954 dollars)... . 
Total private 


Agriculture 
Nonagriculture 


Government 2° 


Nore.—Reference numbers in this table correspond to numbered items in the Technical Materials, pp. 
58 ff. Detail will not necessarily add to totals because of rounding. 


Sources: Population, labor force, and average annual hours—Bureau of the Census, Department of 
Commerce; gross national product—1957 actual and 1958 preliminary, Office of Business Economics, Depart- 
ment of Commerce; 1959 potentials—Staff, Joint Economic Committee. 


TECHNICAL MATERIALS 


These technical materials correspond to the numbered 
references in the preceding text and tables. In addi- 
tion to references to sources of information, these ma- 
terials contain definitions of terms, explanations of 
points of analysis, statements of basic assumptions, and 
supporting materials drawn from committee hearings on 
the January 1959 Economic Report of the President, 
from that report itself, from the President’s January 
1959 Budget Message, from other official statements or 
reports, and other sources. 


(1) The general character of the administration’s outlook is given 
in the January 1959 Economic Report of the President (hereinafter 
cited ‘Economic Report’’), page IV, as follows: 


As 1959 opens, there is reason for confidence that the im- 
provement in business activity which began in the second 
quarter of last year will be extended into the months ahead. 
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(2) The estimate of a gross national product of $473 billion for 
1959, a range of $480-485 billion for the fourth quarter, and the 
associated detailed income and expenditure estimates reflect assump- 
tions contained in executive branch statements, and the Joint Eco- 
nomic Committee staff’s interpretation of levels and trends consistent 
with the President’s Economic Report and budget. These estimates 
in tables 1 and 2 rest on various assumptions and reasons given in 
these numbered technical notes. See also statement of Maurice H. 
Stans, Director, Bureau of the Budget, in his letter to Representative 
Bolling (Hearings on the January 1959 Economic Report of the 
President Before the Joint Economic Committee, 86th Cong., Ist 
sess., p. 89; hereinafter cited ‘(Hearings”’). 

(3) Several statements on prices and on price expectations for 1959 
were made by the executive facade The Economic Report states on 
page 51: 


Acceptance by the Congress of the expenditure level of 
the 1960 budget would be the most important single step in 
discharging Government’s responsibility to help preserve the 
stability of prices and costs through prudent management of 
its own financial affairs. 


Testifying before the committee, Dr. Ewan Clague, Commissioner, 
Bureau of Labor Statistics, stated: 


The decline in agricultural and food prices should contiaue, 
at a moderate pace, in the coming months, assuming that 
weather conditions are reasonably favorable. On the other 
hand, there is every likelihood that the rise in the cost of 
services will continue. 

In addition, the maintenance of the present pace of busi- 
ness recovery will probably exert new upward pressures on 
industrial prices. ‘Thus, it seems fairly clear that these two 
opposing forces—declining farm and food prices and rising 
costs of services and some industrial items—will tend to 
offset each other in the immediate future, keeping the indexes 
relatively stable (Hearings, p. 96). 


Likewise, Wm. McChesney Martin, Chairman of the Board of 
Governors of the Federal Reserve ea, testified that he expected 
price stability for the immediate future, but he qualified this by 


expressing a concern over the danger of a renewal of inflationary trends 
later in the year (Hearings, pp. 464, 466-468). Dr. Clague expressed 
an expectation of a rise in construction costs (Hearings, p. 109), and 
Dr. Louis J. Paradiso, Assistant Director and Chief Statistician, Office 
of Business Economics, U.S. Department of Commerce, expected that 
compensation of State and local pmplesnts would continue to rise 


(Hearings, p. 146). In his letter to 
Director Stans stated: 


The budget estimates have been prepared on the basis of 
prices remaining, on the average, at their present level; 
exceptions to this general rule may occur in certain cases 
where agencies may have made allowances for changes based 
on actual experience with specific areas of procurement. 
(Hearings, p. 89.) 


epresentative Bolling, Budget 
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It may be that the executive branch economic assumptions reflect 
no further price increase on the average from the level in the fourth 
quarter of 1958. In this case the rise in gross national product from 
$453 billion in the fourth quarter of 1958 to the annual average of 
$473 billion in 1959 would be an increase in real terms as shown by A 
on chart I. If, however, some increase in prices i8 assumed—say 1% 
percent from year to year—then the increase in gross national product 
in real terms (fourth quarter 1958 prices) would be somewhat lower, 
as shown by B on chart I (p. 53). 

(4) This 1s clear from chart I, which shows a slower rate of increase 
during 1959 than in the second half of 1958. In addition, see the 
statement of Robert B. Anderson, Secretary of the Treasury (Hear- 
ings, p. 436). 

(5) Secretary Anderson, speaking of increases in 1959 (Hearings, 
p. 399), said: 


* * * The increases they represent imply a continued 
vigorous recovery, but at a slightly lesser rate than we experi- 
enced after the 1954 recession. 


(6) Economic Report, pages IV-V, and pages 30-32. 

(7) Economic Report, page VI, and page 32. 

(8) In his budget for fiscal 1960 submitted to Congress January 19, 
1959, the President stated: 


We are now entering a period of national prosperity and 
high employment (Budget of the United States Government 
for the Fiscal Year Ending June 30, 1960, pp. M5, hereinafter 
cited “1960 Budget’). 


The nearest to an explicit statement on this point to be found in the 
Economic Report is on page 32 as follows: 


With due allowance for the limitations that surround all 
efforts to forecast the probable course of activity in a free 
economy, there is a reasonable basis for confidence that the 
recent improvement in activity will be extended into the 
months ahead. However, it must be recognized that the 
actions of all individuals and groups in the Nation—con- 
sumers, business concerns, labor organizations, and Govern- 
ment—will have a decisive bearing on the outcome. All 
must play their parts appropriately if the high levels of em. 
ployment, production, and purchasing power envisaged by 
the Employment Act are to be attained. A significant 
contribution by Government to the accomplishment of this 
purpose, and particularly to the achievement of the price 
stability essential for sustainable economic growth, would 
be assured by the economic program outlined in chapter 4. 
That program is recommended to the favorable attention of 
the Congress. 


See also statement of Mr. Stans in his letter to Representative Bolling, 
Hearings, page 89. Also his statement (Hearings, p. 65) as follows: 


* * * Certainly, it is the view of the administration that 
the 1960 budget as transmitted to the Congress is in accord 
with the objectives of the Employment Act of 1946 and, if 
accepted and approved by the Congress, would meet the 
needs of the economy as we now see them. 
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See also comments of Dr. Raymond J. Saulnier, Chairman, Council 
of Economic Advisers, Hearings, p. 24. 

(9) It seems a reasonable deduction from chart I that the recovery 
will not carry to levels consistent with “maximum employment, pro- 
duction, and purchasing power” before the end of 1959 or early 1960, 
although no explicit statement on this point by administration spokes- 
men could be found. However, this point was explicitly made by 
other witnesses during the hearings, in referring to their own expecta- 
tions which turned out to be roughly similar to those expressed by the 
executive branch. (See Hearings, pp. 184-185.) 

(10) The hearings were s upplemented where necessary with addi- 
tional information assembled by the staff from official and private 
sources. 

(11) Estimates of Government receipts and expenditures are based 
on the President’s budget for 1960 and on the translation of the budget 
and analysis of State and local finances contained in testimony of 
Dr. Paradiso. (Hearings, pp. 144-149.) The calendar year estimates 
are either given directly in Dr. Paradiso’s testimony or were calculated 
from the fiscal year estimates by interpolation. His tabular summary 
of Federal receipts and expenditures is reproduced below: 


Exursit 1 


Federal Government receipts and expenditures: Administrative budget, cash budget, 
and national income and product account, 1958-60 


[Billions of dollars] 


Receipts: 
Administrative budget 
Plus: Trust fund receipts 
Less: Intragovernmental transactions and other adjust- 


ua Equals: Cash receipts from the public 
us: 


Excess of tax accruals over tax collections, corporate_- 
Miscellaneous adjustments ! 


= National income and product account 
ts. 


Expenditures: 
Administrative budget 
Plus: 
Trust fund expenditures 
Government-sponsored enterprise expenditures (net) __ 
Less: Intragovernmental transactions and other adjust- 
ments (including IMF notes) 


te Cash payments to the public 


Loans and other capital transactions 
Miscellaneous adjustments 2 


Equals: National income and product account 
epentiiwes 
cures or deficit (—): 


! Includes such receipts as those of the District of Columbia, contributiens to Federal retirement funds, 
and — of capital items like repayment of loans. 


2 Includes such expenditures as those of the District of Columbia, wapemnetnensaaees elteapetes, 
contributions to Federal retirement funds, and accrued interest on corines bonds and Treasury he 
Source: Administrative and cash budgets from the Budget of the United States Government for the 
950 and 


Fiscal Year Ending June 30, 1960; national income and uct account data from the U.S. nt 
of Commerce, Office of Business Economics, data for 1 1960 based on estimates in the 
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(12) Prospects for business investment in new plant and equipment 
were analyzed in the Economic Report on page 30, and during the 
committee hearings. See particularly the testimony of Martin R. 
Gainsbrugh, chief economist, National Industrial Conference Board, 
Hearings, pages 151-159; and comments by other members of the out- 
look panel, Hearings, pp. 191-192. 

(13) Estimates of residential nonfarm construction, of housing 
starts, and of construction costs reflect the Economic Report, pages 
30-31, and testimony of Dr. Clague, Hearings, pages 109-110 and 
of Robinson Newcomb, consulting economist, Hearings, pages 149-151. 

(14) See Economic Report, page 32, and testimony of Prof. Irwin 
Friend, University of Pennsylvania, Hearings, pages 159-163. 

(15) See Economic Report, page 32; testimony of Dr. Friend, 
Hearings, pages 160-161; and estimates by other members of same 
outlook panel. The most recent survey of consumer buying plans 
under the NICB-Newsweek program suggests “‘continued improve- 
ment of possibly moderate rather than buoyant dimensions in consumer 
market,” Conference Board Business Record, February 1959, 
pp. 65-81. 

The preliminary findings of the 1959 Survey of Consumer Finances, - 
hau by the Board of Governors of the Federal Reserve System 
on March 6, 1959, indicate that early this year consumers viewed 
their financial situations and prospects more favorably than a year 
ago, and the proportion who planned to make major expenditures 
during 1959 was moderately larger than in early 1958. 

(16) Economic Report, page 31; and Hearings, pages 164-167, 
where international economic picture was analyzed by Dr. William F, 
Butler, vice president, the Chase Manhattan Bank. 

(17) See particularly statements of Butler (p. 165), Friend (p. 159), 
Colm (pp. 441-445), Fellner (pp. 199-200), in the Hearings. 

(18) For derivation, see table 2, page 57. 


(19) Neither the Economic Report nor Dr. Saulnier’s testimony is 
explicit about the rate of savings in 1958. The assumed rate of pa pee 
0 


imately 5.9 percent seems consistent with the general tenor the 
Economic Report, and is close to the rate in the fourth quarter of 1958, 
estimated in the Economic Report, table D13, page 154. 

20) Capital consumption allowances reflect continuation of recent 
trends. 

(21) Includes government transfer payments, net interest paid by 
Government, ant subsidies minus surplus of Government enterprises. 

(22) The corporate profits assumption for 1958 and 1959 underlying 
the President’s Economic Report and budget was stated by Treasury 
Secretary Anderson as follows: 


* * * the corporate profits assumption of $47 billion for 
1959 compares with a rate for the fourth quarter of 1958 of 
$44 billion” (Hearings, p. 399). 


(23) Assumption underlying the President’s Economic Report and 
budget as stated by Treasury Secretary Anderson (Hearings, p. 399). 
(24) Dividends assumed to be 57.4 percent of profits after tax in 
1959, compared to 68.7 percent in 1958 and 56.9 percent in 1957. 
_ (25) The potentials are consistent with longrun projections pub- 
lished in “Potential Economic Growth of the United States During 
the Next Decade” (materials prepared for the Joint Economic Com- 
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mittee by the committee staff, joimt committee print, 83d Cong., 
2d sess.). The word “potential,” therefore, refers to average longrun 
relationships in past years, exclusive of those marked by war or severe 
contraction in activity. The estimates given in table 3 are consistent 
with the original estimates made in 1954, but incorporate revisions 
in data and a change to 1954 prices. __ 

(26) It is assumed that the potential labor force will increase about 
1.1 million from 1958 to 1959. See testimony of Dr. Clague, Hearings, 


p 97-99 and 111. 

"Q7) Unemployment is assumed to average about 4 percent of the 
civilian labor force each year. These assumed unemployed persons 
would be largely new entrants into the labor force; the frictionally 
unemployed (i.e., those in process of changing jobs) and those shifting 
to new industries or occupations because of technological advances. 
The use of this assumption does not imply that the committee staff 
necessarily believes that this level of unemployment is ‘‘the level’ 
consistent with the goals of the Employment Act. .Such a determina- 
tion is beyond the scope of staff responsibilities. However, such data 
as are available suggest that unemployment in years not marked by 
war or severe recession has averaged dots to 4 percent of the civilian 
labor force. 

(28) Estimates of civilian Government employment were taken 
from the estimates of the National Income Division, Office of Business 
Economics, U.S. Department of Commerce, in order to be consistent 
with their estimates of Government gross product.. The figures in- 
clude all Federal, State, and local civilian employees except employees 
in Government commercial-type enterprises. 

(29) Government gross product represents compensation of general 
government employees—civilian and military. The potential is based 
on assumed trends in Government employment given in the original 
study of 1954 cited in note 25 above. 

(30) In this connection see the discussion of unemployment and 
unemployment prospects in the testimony of Ewan Clague, Com- 
missioner, Bureau of Labor Statistics, U.S. Department of Labor 
Hearings, page 102. 


REVIEW OF THE MATERIALS ON “THE ECONOMIC OUTLOOK FOR 1958” 


One year ago the staff transmitted to the chairman for the use of 
the committee materials which attempted to quantify the “foresee- 
able trends” of economic activity in 1958 which it then believed were 
consistent with the outlook assumptions contained in the 1958 Eco- 
nomic Report of the President and the budget, as well as those con- 
tained in testimony heard during the committee hearings.’ It is now 
possible to make a tentative review of last year’s outcome in relation 
to those advance estimates brought together in January and early 
February of 1958. 

A year ago, the staff reported two sets of demand assumptions: 
those implied in the President’s Economic Report and budget (labeled 
“A” in the tables) and alternative estimates derived from testimony 
in the record of the committee hearings on the President’s Economic 


1 1958 Joint Economic Report, Report of the Joint Economic Committee on the January 1958 Economic 
Report of the President, H. Rept. 1409, 85th Cong., 2d sess., pp. 17-44. 
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ene sm other information from official and private sources (la- 
beled “ my 

The analysis estimated that the January 1958 Economic Report 
and budget probably implied a demand for gross national product. in 
1958 of $445 billion; little change in prices from the level at the begin- 
ning of the year; and a recovery under way by the third quarter at 
‘the latest. 

The alternative estimates of government, business, and consumers 
derived from committee hearings and other information, labeled “B,”’ 
implied a demand for gross national output of $429 billion for 1958; 
and that “unless present private and public policies are changed, the 
current decline in economic activity is likely to continue through at 
least midyear.”” Furthermore, the staff pointed out, with regard to 
the alternative estimates: 


Basing their conclusions mainly upon current expectations 
that private spending for plant and equipment will continue 
to decline throughout this year and perhaps into 1959, some 
suggest that it would be hazardous to base public policies on 
the assumption of a substantial recovery even in the second 
half. This weakness in the investment sector has generally 
been attributed to a rate of increase in aggregate demand 
too slow to provide markets for the output from rapidly 
rising capacity in the last 3 years. 

To compare the two estimates of gross national product for the year 
with the actual outcome, two adjustments are necessary. First, up- 
ward revisions of the 1957 and earlier benchmark data, from which 
projections were made a year ago, were published in July 1958. 
Second, the two estimates of last year must be raised by about 1 per- 
cent to adjust for price increases in 1958 above the assumed level. 

The soalhicene official estimate for 1958 is $436.7 billion. This 


is $17.9 billion, or 3.9 percent, below the gross national product assump- 
tion implied in the President’s Economie Report and budget a year 
ago, amounting to $454.6 billion when adjusted as indicated for data 
revisions and price rises. The actual demand was also $1.7 billion, 
or 0.4 percent, below the lower alternative estimate of demand, which 
was $438.4 billion when similarly adjusted. 


Demand assumptions of January 1958 versus actuals 
{In billions of dollars] 


Gross national product: January 1958 assumed 
Adjustment for— 
Revision of 1957 benchmark data 
Increase in prices over assumed. 


Adjusted gross national product 

Gross national — Preliminary January 1959 

— a adjusted January 1958 assumption 
ercen! 
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If the preliminary estimate is confirmed by later more complete 
information, demand turned out slightly lower for the year than even 
the more pessimistic estimates of a year ago. In the past, the pre- 
liminary estimates have tended to be a little below the later revised 
data. On the other hand, the preliminary estimates for 1958 have 
not been revised to reflect lower plant and equipment expenditures 
in the last three quarters as reported in the surveys of business ex- 
penditures. These two factors could largely offset each other. In 
that case, the preliminary estimate for total gross national product 
for 1958 may be closer to later revised estimates than is usual. How- 
ever, it is clear that the actual has turned out to be about in line with 
or, at most, slightly above the lower (B) estimate representing the 
consensus of experts, but still significantly below the estimate (A) 
implied in the Economic Report and Budget. 

he 1958 decline in economic activity appears to have reached a 
low in April and then to have turned up. Measured in terms of 
industrial output the turn was sharp and the recovery quite rapid 
until the fourth quarter. Measured in terms of total national output 
(GNP) in constant prices, the low was reached in the first quarter, 
about 5% percent below the third quarter of 1957. Little change 
occurred in the second quarter, but output rose rapidly in the second 
half. Qutput in the fourth quarter was 5.6 percent above the first 
quarter and almost at the peak level of the summer of 1957. This 
course of decline and recovery~was similar to that envisioned in the 
Economie Report a year ago. The average level for the year, on the 
other hand, as already pointed out, was close to the more pessimis- 
tic estimate. (B) of a year ago, rather than the optimistic assump- 
tions underlying the Economic Report and Budget. 

The outcome for 1958 is shown on the accompanying reproduction 
of chart I of last year’s report. The chart has been extended through 
1960 and 1958 actual data have been plotted for comparison with the 
estimates made a year ago. The actuals for 1958 as plotted on this 
chart were calculated by linking the revised Office of Business Eco- 
nomics’ data for 1958 in 1954 prices to the old series used a year ago. 

Actual output for 1958 as a whole was about 7 percent below the 
potential growth trend, and even after the rapid secorid half recovery 
was still about 5 percent below in the fourth quarter. 
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PUBLICATIONS OF THE JOINT ECONOMIC COMMITTEE ! 
January 1947—February 1959 


*Declaring a National Policy on Employment, Production, and Pur- 
chasing Power (Report of the Joint Committee on the Economic 
Report), Senate Report No. 11: January 1947. 

Food Prices, Production, and Consumption (Report of the Joint Com- 
mittee on the Economic Report), Senate Document 113: April 1957. 

*Hearings on Current Price Developments and the Problem of Eco- 
nomic Stabilization (June 24, 25, 26, July 2, 8, 9, 10, 14, 15, 16, 
and 17, 1947): July 1947. 

*Interim Report on the President’s Program To Deal With the Problems 
of Inflation (Report of the Joint Committee on the Economic 
Report), Senate Report 809: December 1947. 

*Hearings on Anti-inflation Program as Recommended in the Presi- 
dent’s Message of November 17, 1947 (November 21, 24, 25, 26, 
28, December 2, 3, 4, 5, and 10, 1947): December 1947. 

*Allocation and Inventory Control of Grain for the Production of Ethyl 
Alcohol (Report of the Joint Committee on the Economic Report), 
Senate Report 888: February 1948. 

*Hearings on Allocation of Grain for Production of Ethyl Alcohol 
(February 5 and 6, 1948): February 1948. 

*High Prices of Consumer Goods (Report of the Joint Committee on 
the Economic Report), Senate Report 1565: June 1948. 

Hearings on Increases in Steel Prices (March 2, 1948). 

*Joint Economic Report (Report of the Joint Committee on the 
Economic Report on the January 1948 Economic Report of the 
President), Senate Report 1358: May 1948. 

rapes on Credit Policies (April 13 and 16, May 12, 13, 27, 1948): 

uly 1948. 

*Statistical Gaps, Current Gaps in Our Statistical Knowledge (materials 
assembled by the staff of the Joint Committee on the Economic 
Report), committee print: July 1948. 

Consumers’ Price Index (materials assembled by the staff of the Joint 
Committee on the Economic Report), committee print: December 
1948. 

*Hearings on Profits (December 6, 7, 8, 9, 10, 15, 16, 17, 20, 21, 1948): 
December 1948. 

Profits (Report of a Subcommittee of the Joint Committee on the 
; “al Report on Profits Hearings), committee print: February 

49. 

Ecarings, January 1949 Economic Report of the President (February 

8, 9, 10, 11, 14, 15, 16, 17, 18, 1949): March 1949. 


: Single copies of the publications listed may be obtained from the Joint Economic Committee except as 
othurwise noted. Additional “— of committee publications may be purchased from the Superintendent 
25, 


of Documents, Washington . C., at the price given. The prices shown are for single jes, There 
is a discount for quantity orders. Gut-of-print publications are denoted by an asterisk, blications 
available only from Superintendent of Documents are denoted by a dagger (ft). 
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Joint Economic Report (Report of the Joint Committee on the Economic 
Report on the January 1949 Economic Report of the President), 
Senate Report 88: March 1949. 

Joint Economic Report (minority views of the Joint Committee on the 
Economic Report on the January 1949 Economic Report of the 
President), part II of Report 88: April 1949. 

*Employment and Unemployment (initial report of the Subcommittee 
on Unemployment), committee print: July 1949. 

*Economy of the South (the impact of Federal policies on the economy 
of the South), committee print: July 1949. 

Factors Affecting the Volume and Stability of Private Investment (mate- 
rials on the investment problem assembled by the staff of the Sub- 
committee on Investment) Senate Document 232 (sale price, 60 
cents): September 1950; reprinted from committee print of October 
1949. 

*Hearings, Subcommittee on Monetary Credit, and Fiscal Policies, 
Federal Expenditure and Revenue Policies, September 23, 1949 
(containing National Planning Association reports prepared by 
Conference of University Economists): October 1949. 

*Selected Government Programs Which Aid the Unemployed and Low- 
Income Families (materials assembled by the staffs of the Subcom- 
mittee on Unemployment and the Subcommittee on Low-Income 
Families), committee print: November 1949. 

Low-Income Families and Economic Stability (materials on the prob- 
lem of low-income families assembled by the staff of the Subcom- 
mittee on Low-Income Families), Senate Document 231 (sale price, 
35 cents): September 1950; reprinted from committee print of 
November 1949. 

Compendium of Materials on Monetary, Credit, and Fiscal Policies (a 
collection of statements submitted to the Subcommittee on Mone- 
tary, Credit, and Fiscal Policies by Government officials, bankers, 
economists, and others), Senate Document 132 (sale price, $1): 
January 1950; reprinted from committee print of November 1949. 

Hearings, Subcommittee on Investment, Volume and Stability of Pri- 
vate Investment, Part 1 (September 27, 28, 29, 1949): November 
1949. 

Basic Data Relating to Steel Prices (materials assembled by the staff 
of the Joint Committee on the Economic Report for use in steel 
hearings), committee print: January 1950. 

Highways and the Nation’s Economy (materials assembled by the staff 
of the Joint Committee on the Economic Report), Senate Doeitinbad 
145 (sale price, 20 cents): January 1950. 

*Hearings, Subcommittee on Monetary, Credit, and Fiscal Policies, 
Monetary, Credit, and Fiscal Policies (September 23, November 16, 
16, 17, 18, 22, 23, and December 1, 2, 3, 5, 7, 1949): January 1950. 

*Monetary, Credit, and Fiscal Policies (Report of the Subcommittee on 
Monetary, Credit, and Fiscal Policies), Senate Document 129 (sale 
price, 15 cents): January 1950. 

Employment and Unemployment (Report of the Subcommittee on 
Unemployment), Senate Document 140 (sale price, 30 cents): 
February 1950. 

*Hearings, Subcommittee on Investment, Volume and Stability of 
Private Investment, Part 2 (December 6, 7, 8, 9, 12, 13, 14, 15, 17, 

1949): February 1950. 
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Hearings, Subcommittee on Low-Income Families, Low-Income Fam- 
ilies (December 12, 13, 14, 15, 16, 17, 19, 20, 21, 22): March 1950. 

*Hearings, January 1950 Economic Report of the President (January 
17, 18, 19, 20): Febru 1950. 

Hearings, December 1949 Steel Price Increases (January 24, 25, 26, 
27): March 1950. 

*Low-Income Families and Economic Stability (final report of the Sub- 
committee on Low-Income Families), Senate Docun:ent 146 (sale 
price, 15 cents): March 1950. 

Volume and Stability of Private Investment (final report of the Sub- 
committee on Investment), Senate Document 149 (sale price, 15 
cents): March 1950. 

December 1949 Steel Price Increases (Report of the Joint Committee 
on the Economic Report), Senate Report 1373 (sale price 20 cents): 
March 1950. 

*Handbook of Regional Statistics (material assembled by the staff of 
the Joint Committee on the Economic Report), committee print 
(sale price $1): April 1950. 

Joint Economie Report (Report of the Joint Committee on the Eco- 
nomic Report on the January 1950 Economic Report of the Presi- 
dent), Senate Report 1843 (sale price 35 cents): June 1950. 

General Credit Control, Debt Management, and Economie Mobilization 
(materials prepared by the staff of the Joint Committee on the 
Economic Report), committee print (sale price 25 cents): January 
1951. 

Underemployment of Rural Families (materials prepared by the staff 
of the Joint Committee on the Economic Report), committee 

rint (sale price 20 cents): February 1951. 

*The Economic and Political Hazards of an Inflationary Defense Econ- 
omy (materials prepared by the staff of the Joint Committee on 
the Economic Report), committee print (sale price 30 cents): 
February 1951. 

Hearings, January 1951 Economic Report of the President (January 
22, 24, 25, 26, 29, 31, February 2): Mareh 1951. 

Joint Economic Report (Report of the Joint Committee on the Eco- 
nomic Report on the January 1951 Economic Report of the Presi- 
dent), Senate Report 210 (sale price 30 cents): April 2, 1951. 

Making Ends Meet on Less than $2,000 a Year, Case Studies of 100 
Low-income Families (communication ot the Joint Committee on 
the Economic Report from the Conference Group of Nine National 
Voluntary Organizations Convened by the National Social Welfare 
Assembly), committee print (sale price 35 cents): July 1951. 

Prevalence of Price Cutting of Merchandise Marketed Under Price- 
Maintenance Agreements, May 28 through June 25, 1951 (study pre- 
ate: for the Joint Committee on the Economic Report and the 

elect Committee on Small Business), committee print: July 1951. 


The Need for Industrial Dispersal (materials prepared for the Joint 
Committee on the Economic Report by the committee staff), Senate 
Document 55 (sale price 30 cents): August 1951. 

*National Defense and the Economic Outlook (materials prepared for the 
Joint Committee on the Economic Report by the committee staff), 
committee print: August 1951. 
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Inflation Still a Danger (report of the Joint Committee on the Eco- 
nomic Report together with materials on national defense and the 
economic outlook included in committee print mentioned above), 
Senate Report 644 (sale price 15 cents): August 1951. 

*Questions on General Credit Control and Debt Management (prepared by 
staff of the Subcommittee on General Credit Control and Debt 
Management of the Joint Committee on the Economic Report), 
committee print (sale price 15 cents): October 1951. 

Monetary Policy and the Management of the Public Debt. Their Role 
in Achieving Price Stability and High-Level Employment (replies 
to questions and other material for the use of the Subcommittee on 
General Credit Control and Debt Management) (sale price: Part I, 
$1.75; Part II, $2.50): February 1952. 

Hearings, January 1952 Economic Report of the President (January 
23, 24, 25, 26, 28, 30, 31, February 1) (sale price $1.25): February 
1952. 

Constitutional Limitation on Federal Income, Estate, and Gift Tax Rates 
(materials assembled for the Joint Committee on the Economic 
Report and the Select Committee on Small Business of the House 
of Representatives), committee print (sale price 15 cents): February 
1952. 

Joint Economic Report (Report of the Joint Committee on the Eco- 
nomic Report on the January 1952 Economic Report of the Presi- 
dent together with National Defense and the Economic Outlook for 
the Fiscal Year 1953, material prepared for the Joint Committee on 
the Economic Report by the committee staff), Senate Report No. 
1295 (sale price, 35 cents): March 1952. 

The Taxation of Corporate Surplus Acewmulations, The Application 
and Effect, Real and Feared, of Section 102 of the lateral event 
Code dealing with Unreasonable Accumulation of Corporate Profits 
(study prepared for the Joint Committee on the Economic Report 
by Dr. y . K. Hall), committee print (sale price 55 cents): May 1952. 

*Hearings, Subcommittee on General Credit Control and Debt Man- 
agement, Monetary Policy and the Management of the Public 
Debt (March 10, 11, 12, 13, 14, 17, 18, 19, 20; 21, 24, 25, 26, 27, 28, 
and 31, 1952) (sale price $2.25): May 1952. 

Monetary Policy and the Management of the Public Debt (Report of the 
Subcommittee on General Credit ontrol and Debt Management) 
Senate Document No. 163 (sale price 25 cents): July 1952. 

Federal Tax Changes and Estimated Revenue Losses under Present Law 
(Materials prepared for the Joint Committee on the Economic 
Report by the Committee Staff), committee print: November 1952. 

Sustaining Economic Forces Ahead (Materials prepared for the Joint 
Committee on the Economic Report by the committee staff), com- 
mittee print (sale price 20 cents): December 1952. 

tPensions in the United States (A study prepared for the Joint Com- 
mittee on the Economic Report by the National Planning Associa- 
tion), committee print (sale price 30 cents): December 1952. 

Index of Joint Economic Publications: January 1947 through Decem- 
ber 1952. Committee print (sale price 55 cents): January 1953. 
*Historical and Descriptive Supplement to Economie Indicators (sale 

price 30 cents): December 1953. 
*Hearings, January 1954 Economic Report of the President ae 
1, 2, 3, 4, 5, 8, 9, 10, 11, 15, 16, 17, 18) (sale price: $3.00): Mare 
1954. 
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*Joint Economic Report (Report of the Joint Committee on the 
Economic Report on the 1954 Economic Report of the President), 
House Report No. 1256 (sale price 30 cents): February 1954. 

Hearings, Subcommittee on Economic Statistics, Economic Statistics 
(July 12 and 13, 1954) (sale price $1.50): A t 1954. 

Economic Statistics (Progress Report prepared by the Subcommittee 
on Economic Statistics). House Report No. 2628: August 1954. 

Congressional Action on Major Economic Recommendations of the Presi- 
dent, 1954 (Materials prepared by the Joint Committee on the Eco- 
nomic Report by the Committee Staff), committee print: September 
1954. 

tPotential Economic Growth of the United States During the Neat Decade 
(Materials prepared for the Joint Committee on the Economic Re- 
port by the Committee Staff), committee print (sale price 15 cents) : 
October 1954. 

*Hearings, Subcommittee on Economie Stabilization, United States 
Monetary Policy: Recent Thinking and Experience (December 6 
and 7, 1954) (sale price $1.25): December 1954. 

tTrends in Economic Growth, A Comparison of the Western Powers and 
the Soviet Bloc (Materials ceeberea for the Joint Committee on the 
Economic Report by the Legislative Reference Service of the Library 
of Congress), committee print (sale price $1): January 1955. 

tHearings, January 1955 Economic Report of the President (January 
24, 26, 27, 28, 31, February 1, 2,3, 8, 9, 10, and 16, 1955) (sale price 
$3.50): February 1955. 

Joint Economic Report (Report of the Joint Committee on the Eco- 
nomic Report on the 1955 Economic Report of the President), 
Senate Report No. 60 (sale price 30 cents): March 1955. 

Historical and Descriptive Supplement to Economic Indicators (sale 

rice 40 cents): November 1955. 

earings, Subcommittee on Economic Stabilization, Automation 

and Technological Change (October 14, 15, 17, 18, 24, 25, 26, 27, 

and 28, 1955) (sale price $2.00): November 1955. 

Automation and Technological Change (Report of the Subcommittee 
on Economic Stabilization) committee print, November 1955 (sale 
price 10 cents): became Senate Report No. 1308, January 1956. 

Hearings, Subcommittee on Economic Statistics Reports of Federal 
Reserve Consultant Committees on Economic Statistics (July 19 
and 26, October 4 and 5, 1955) (sale price $2.25): November 1955. 

Hearings, Subcommittee on Economic Statistics, Employment and 
Unemployment Statistics (November 7 and 8, 1955) (sale price 45 
cents): Nevianbes 1955. 

1955 Report on Economic Statistics (Report of the Subcommittee on 
Economie Statistics) committee print, November 1955 (sale price 
15 cents): became Senate Report No. 1309, ea 1956. 

“Federal Tax Policy for Economic Growth and lity (Papers sub- 
mitted by panelists appearing before the Subcommittee on Tax 
Policy), committee print (sale price $2.50): November 1955. 

tHearings, Subcommittee on Tax Policy, Federal Tax Policy for 
Economic Growth and Stability (December 5, 6, 7, 8, 9, 12, 13, 14, 
15, and 16, 1955) (sale price $2.00): ed ie ncn 

Federal Tax Policy for Economic Growth and ility (Report of the 
Subcommittee on Tax Policy) committee print, December 1955 


(sale price 10 cents): became Senate Report No. 1310, January 
1956. 


* 
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{The Federal Revenue System: Facts and Problems (Materials assem- 
bled for the Subcommittee on Tax Policy by the committee staff), 
committee print (sale price 55 cents): January 1956. 

{Characteristics of the Low-Income Population and Related Programs 
(Materials prepared by the staff of the Subcommittee on Low- 
Income Families), committee print (sale price 60 cents): October 
1955. 

Hearings, Subcommittee on Low-Income Families, Low-Income Fam- 
ilies (November 18, 19, 21, 22, and 23, 1955) (sale price $2.00): 
December 1955. 

A Program for the Low-Income Population at Substandard Levels of 
Living (Report of the Subcommittee on Low-Income Families), 
committee print, December 1955 (sale price 10 cents): became 
Senate Report No. 1311, January 1956. 

Hearings, Subcommittee on Foreign Economic Policy, Foreign Eco- 
nomic Policy (November 9, 10, 14, 15, 16, 17, 1955) (sale price 
$1.75): December 1955. 

Foreign Economic Poliey (Report of the Subcommittee on Foreign 
Economic Policy), committee print, December 1955 (sale price 
15 cents): became Senate Report No. 1312, January 1956. 

Hearings, January 1956 Economic Report of the President (Jaruary 
31, February 1, 2, 3, 6, 7, 8, 9, 14, 15, 17, and 28, 1956) (sale price 
$2.00): March 1956. 

tJoint Economic Report (Report of the Joint Committee on the Eco- 
nomic Report on the 1956 Economic Report of the President): 
Senate Report No. 1606 (sale price 35 cents): March 1956. 

*Hearings, Babsommittes on Economic Stabilization, Conflicting 
Official Views on Monetary Policy: April 1956 (June 12, 1956) 
(sale price 20 cents): June 1956. 

Hearings, Subcommittee on Foreign Economic Policy, Defense 
Essentiality and Foreign Economic Policy (June 4, 5, 6, and 7, 
1956) (sale price $1.50): July 1956. 

Defense Essentiality and Foreign Economic Policy, Case Study: Watch 

ndustry and Precision Skills (Report of the Subcommittee on 
Foreign Economic Policy), Senate Report No. 2629, Parts I and II 
(sale price 15 cents with Part IT): July 1956. 

Hearings, Subcommittee on Economic Stabilization, Monetary Policy: 
1955-56 (December 10 and 11, 1956) (sale price 45 cents): January 
1957. 

Hearings, Subcommittee on Foreign Economic Policy, World Eco- 
nomic Growth and Competition (December 10, 12, and 13, 1956) 
(sale price 45 cents): February 1957. 

tHearings, Subcommittee on Economic Stabilization, Instrumentation 
and Automation (December 12, 13, and 14, 1956) (sale price 75 
cents): February 1957. 

Employment Act of 1946, as Amended, and Related Laws, and Rules of 

e Joint Economic Committee (prepared by staff of the Joint Eco- 
nomic Committee) committee print: January 1957. 

tHearings, January 1957 Economic Report of the President (January 
28, 29, 30, 31, February 1, 4, 5, 6) (sales price $2.25): February 1957. 

*Joint Economic Report (Report of the Joint Economic Committee 

on the 1957 Economic Report of the President): House Report 

No. 175 (sale price 25 cents): February 1957. 
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Fiscal Policy Implications of the Economic Outlook and Budget Develop- 
ments (Report of the Subcommittee on Fiscal Policy), House Report 
No. 647 (sale price 10 cents): June 1957. 

Hearings, Subcommittee on Fiscal Policy, Fiscal Policy Implications 
of the Economic Outlook (June 3, 4, 5, 6, 7, 13, and 14, 1957) (sale 
price $1.00): June 1957. 

{Productivity, Prices, and Incomes (Materials prepared for the Joint 
Economic Committee by the committee staff), committee print 

(sale price 70 cents): June 1957. 

Soviet Hatmenbic Growth: A Comparison with the United States (A study 
prepared for the Subcommittee on Foreign Economic Policy of the 
Joint Economic Committee by the Legislative Reference Service of 
the Library of Congress), committee print (sale price 40 cents): 
September 1957. 

1957 Historical and Descriptive Supplement to Economic Indicators 
(Prepared for the Joint Boonéhuse Committee by the Committee 
Staff and the Office of Statistical Standards, Bureau of the Budget), 
committee print (sale price 40 cents): September 1957. 

{Federal Expenditure Policy for Economic Growth and Stability (Papers 
submitted by panelists appearing before the Subcommittee on Fiscal 
Policy), committee print (sale price $3.25): November 1957. 

Hearings, Subcommittee on Fiscal Policy, Federal Expenditure Policy 
for Economic Growth and Stability (November 18-27, 1957) (sale 
price $2.00): January 1958. 

Federal Expenditure Policies for Economic Growth and Stability (Report 
of the Subcommittee on Fiscal Policy), committee print (sale price 
10 cents): January 1958. 

{Policy for Commercial Agriculture: Its Relation to Eeonomic Growth 
and Stability (Papers submitted by panelists appearing before the 
Subcommittee on Agricultural Policy), committee print (sale price 
$2.25): November 1957. 

Hearings, Subcommittee on Agricultural Policy, Policy for Commer- 
cial Agriculture: Its Relation to Economic Growth and Stability 
(December 16-20, 1957) (sale price $1.00): January 1958. 

Policy for Commercial Agriculture: Its Relation to Economic Growth 
and Stability (Report of the Subcommittee on Agricultural Policy), 
committee print (sale price 15 cents): February 1958. 

tHearings, Subcommittee on Economic Statistics, The National Eco- 
nomic Accounts of the United States (October 29 and 30, 1957) 
(sale price 75 cents): December 1957. 

Hearings, Subcommittee on Economic Stabilization, Automation and 
Recent Trends (November 14 and 15, 1957) (sale price 30 cents): 
December 1957. 

Automation and Technological Change (Reprint of S. Rept. 1308 of the 
Joint Committee on the Economic Report, January 1956) (sale price 
10 cents): January 1958. ‘ 

International Economic Statistics (A Memorandum prepared for the 
Subcommittee on Economic Statistics of the Joint Economic Com- 
mittee by the Office of Statistical Standards of the Bureau of the 
Budget), committee print (sale price 25 cents): February 1958. 

Hearings, January 1958 Economic Report of the President (January 
27, 28, 29, 30, February 3, 4, 5, 6, 7, and 10) (sale price $1.50): 
February 1958. 
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Joint Economic Report (Report of the Joint Economic Committee on 

the 1958 Report of the President): House Report No. 1409 (sale 
rice 20 cents): February 1958. 

*The Relationship of Prices to Economic Stability and Growth (Papers 
submitted by panelists appearing before the Joint Economic Com- 
mittee), committee print (sale price $2.00): March 1958. 

Hearings, Relationship of Prices to Economic Stability and Growth 
(May 12, 13, 14, 15, 16, 19, 20, 21, and 22, 1958) (sale price $1.25): 
July 1958. 

The Relationship of Prices to Economic Stability and Growth (Com- 
mentaries submitted Ho ra from labor and industry appear- 
ing before the Joint nomic Committee), committee print (sale 
price 65 cents): November 1958. 

Hearings, Relationship of Prices to Economic Stability and Growth 
(December 15—18, 1958) (sale price $1.25): February 1959. 

Hearings, Subcommittee on Fiscal Policy, Fiscal Policy Implications 
of the Current Economic Outlook (April 28, 29, 30, and May 1, 
1958) (sale price 55 cents): July 1958. 

Frequency of Change in Wholesale Prices: A Study of Price ae 
(A study prepared for the Joint Economic Committee by the U 
Department of Labor, Bureau of Labor Statistics), committee print 
(sale price 30 cents): January 1959. 

Economic Policy Questionnaire (Tabulation of replies submitted to the 
Subcommittee on Economic Stabilization of the Joint Economic 
Committee), committee print (sale price 15 cents): Febru 1959. 

Hearings, January 1959 Economic Report of the President deine 
27, 28, 29, 30, February 2, 3, 4, 5, 6, 9, 10, 1959): (sale price 
$2.25): March 1959. 

Joint Economic Report (Report of the Joint Economic Committee on 
the 1959 Report of the President): Senate Report No. 98 (sale 
price 25 cents): March 1959. 

Economic Indicators (a monthly publication of the Congress under 
Public Law 120, 81st Cong., 1st sess.) (sale price 20 cents a copy, 
$2.00 a year): Issued monthly. 
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Calendar No. 90 


86TH CONGRESS } SENATE { Report 
1st Session No. 99 





AUTHORIZING SERVICE BY CANADIAN VESSELS FOR 
CERTAIN ALASKA PORTS 





Marca 11 (legislative day Marcu 9), 1959—Ordered to be printed 





Mr. Bartiert, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


(To accompany 8. 175] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 175) to provide transportation on Canadian vessels 
between ports in southeastern Alaska, and between Hyder, Alaska, 
and other points in southeastern Alaska and between Hyder, Alaska, 
and other points in the United States outside Alaska, either directly 
or via a foreign port, or for any part of the transportation, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILL 


S. 175 would authorize, until June 30, 1960, unless the Secretary of 
Commerce determines that U.S.-flag service is available for the pur- 
pose, the transportation of passengers on Canadian vessels between 
ports in southeastern Alaska, and the carriage of passen and 
merchandise between Hyder, Alaska, and points in southeastern 
Alaska or in the United States outside Alaska, either directly or via a 
foreign. port. 

Such authorization waives the provisions of law of the United 
States restricting to vessels of U.S. registry the transportation of 
pessonmens and merchandise directly or oe from = port in the 

nited States to another port in the United States. It is deemed 
necessary because southeastern Alaska has been without regular 
passenger service since October 1954, when the Alaska Steamship Co. 
discontinued its passenger service. 

In a letter to the Committee, stating that the Alaska Steamship Co. 
has no opposition to S. 175, it is pointed out that 
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The tiny village of Hyder is situated at the head of a 
long inlet known as Portland Canal and there is no 4 
larly scheduled U.S.-flag vessel servicing that area * * * | 
without an exemption such as provided in S. 175 there-would 
be no means by which the village of Hyder could legall 
receive cargo from U.S. points of origin via surface vessel. 


The Department of Commerce recommends favorable consideration 
of the bill. The Comptroller General of the United States reports no 
objection. 

Opposition to S. 175 is expressed by the AFL-CIO Maritime Com- 
mittee, Washington, D.C., in part as follows: 


We would like to suggest. that the Congress no longer 
waive the coastal laws as recommended in your bill and that 
you require the Secretary of Commerce to develop a program 
designed to provide the essentialservice necessary on 
American-flag ships to meet the import-export requirements 

- of the State of Alaska. 


Tue SecrEraRY OF COMMERCE, ** * 
Washington, D.C., February 25, 1959. 
Hon. Warren G. Maanuson, : 
Chairman, Committee on Interstate and: Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear Mr. Cuarrman: ‘This letter is in reply to your request of 
January 14, 1959, for the views of this Department with respect to 
S. 175, a bill.to provide transportation on Catiadian vessels between 
ports in southeastern Alaska, and between Hyder, Alaska, and other 
points: in southeastern Alaska, and between Hyder, Alaska, .and 
other points in the United States outside Alaska; either directly or 
via a foreign port, or for any part of the transportation, baa 
- The bill provides that until June: 30, 1960, notwithstanding, the 
statutes restricting to U.S.-flag vessels built in the United States and 
owned by citizens of the United States, the transportation of pas- 
sengers and merchandise from any port in the United States to another 
port of the United States (46 U.S.C. 289, 883), passengers may be 
stransported on Canadian, vessels between .ports in, southeastern 
Alaska, and passengers and merchandise’ may be transported ‘on 
Canadian vessels between Hyder, Alaska, and other ports in 'south- 
eastern Alaska or ports of other States of the United States, either 
directly or via:a foreign port, or for any part of the transportation, 
unless the Secretary of Commerce determines’ that U.S.-flag service 
is available to provide such transportation. . 

The Department recommends favorable consideration of the bill. 

Similar legislation was enacted in June 1958 (Public Law 85-473, 
72 Stat, 244), but the waiver therein authorized will expire June 30, 
1959. . Legislation of a corresponding nature has been enacted 
annually since 1949. 

_. We do not have official information indicating the extent to which 
Canadian vessels have availed themselves of the waiver of the coast- 

_wise law for this area in the past, but it is our understanding that the 
service rendered has been very limited. So far there has been no 
request or offer from a U.S.-flag company to render a service to this 
area. Failure to extend the waiver would deprive the Alaskan locali- 
ties concerned of needed shipping services, 
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The Department does not favor a waiver of the coastwise laws that 
would tend to break down the congressional policy of establishing an 
American merchant marine of citizen-owned vessels serving U.S. ports. 
The law as enacted in 1958 (Public Law 85-473), so limited the waiver 
that, if‘ the Seer¢tary of Commerce détérmines that U.S.-flag service 
would be available, the waiver would then be terminated. This limi- 
tation of the waiver is provided in S. 175, and is considered by the 
Department to be of primary importance in recommending favorable 
consideration of the bill. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Faeperick H. Murtuer, 
Acting Secretary of Commerce. 


CompTrROLLER GENERAL OF THE UNITED STATEs, 
Washington, February 3, 1959. 
Hon. Warren G. Maanuson, 


Committee on Interstate and Foreign Commerce, 
US: Benate. 


Dear Mr. Cuarrman: Further reference is made to your letter 
dated January 14, 1959, acknowledged January 15, requesting our 
comments on S. 175, 86th Congress, a bill to provide transportation 
on Canadian vessels between ports to southeastern Alaska, and 
between Hyder, Alaska, and other points in southeastern Alaska, and 
between Hyder, Alaska, and other points in the United States outside 
Alaska, either directly or via a foreign port, or for any part of the 
transportation. 

In effect, S. 175 would extend for 1 additional year the identical 
authorization which is presently contained in Public Law 85-473. 
Since such authority is necessary to permit continuation of existing 
alk <2 pga verséls, which. would appear to be desirable as 
longus U:SAfag service is-not available, we see no objection to favor- 
able consideration of the bill. 

Sincerely yours, 
JosePpH CAMPBELL, 


Comptroller General of the United States. 





DEPARTMENT OF JUSTICE, 
Washington, D.C., January 28, 1959. 
Hon. Warren G. MaGnvson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 175) to provide 
transportation on Canadian vessels between ports in southeastern 
Alaska, and between Hyder, Alaska, and other points in southeastern 
Alaska, and between Hyder, Alaska, and other points in the United 
States outside Alaska, either directly or via a foreign port, or for any 
part of the transportation. 
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-The bill has been examined, but.since the subject matter thereof.is 
not.related to any of the activities of the. Department of Justice, we 
would ae not to offer any comment concerning it. 

incerely yours, 
Lawrence FE. Wick: 
Deputy Attorney. General, 


‘AvasKa rina srt Co., eee 
Seattle, Wash., } Hopreary 4 1969. 
Hon. ‘Warren G. Macnuson, 
Chairman, Committee on Interstate ‘and ‘Foreign Commerce, ' 
US. Senate, Washington, D.C. 

Dear Senator Maanuson: We have received a copy of S. 175, 
which would extend for 1 year certain privileges which have been 
granted Canadian vessels for séveral years by annual legislation 
similar to the presently. proposed bill. 

Since Alaska Steamship Co, now’ provides the ‘only’ U.S. common 
carriér cargo vessel service to the southeastern. Alaska area,. we feel 
that an expression of our views on this thatter maybe appropriate. 

e, of course, are in’ complete _——— with the frequently ex- 
ressed congressional policy that the domestic trade of-the United 
States should be reserved ‘to U S. vessels. However we récognize that 
no U.S. company is now providing assenger steamship ‘service’ be- 
tween ports in southeastern Alaska.” Si ch passenger steamsltip-service 
is provided during the simmer months‘by Canadian vesséls operating 
out of Vancouver, British Columbid: Although récords indicate that 
very few passengers have been carried by sich Canadian vessels’ be- 
tween ports in southeastern Alaska) nevertheless it’appéars that’such 
service might have some value in the development of Alaska’s tourist 
mdustry and for this reason we are pleased to report that we have no 
objection to this proposal of S. 175. 
he tiny village of Hyder is situated‘ at the head of: a‘long’ inlet 
known as Portland Canal and there is io regularly scheduled U:S.-flag 
vessel serving that ‘area: Hyder is adjacent to the larger Canadian 
settlement of Stewart, British Columbia, and Canadian vessels *aré 
scheduled to serye that community. Withoutan exemption ate as 
provides 3 in S. 175 ‘there would he no means by which the village of 
yder could legally receive cargo from U.S. points of origin via sur- 
face vessel. It therefore appearsthat under existing circumstances 
the proposed provision regarding Hyder is essential to the welfare 
of the tow us" citizens living in the Hyder area. Our company 


doés not, jeu to this. propos 
We trust that this statement of our. views . Will in some. measure 
assist in securing passage of S.°175 at.a sufficiently early date to ame 
unbroken service by Canadian vessels as pro 
Sincerely, 


Mexvuee McKinstry, ’ edt 40 
im Diem, and Pam HaNRins 


ae 
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oer ee 1) AMERICAN Murcpant Maruys.Institurp, Inc, ., 
Washington, D.C., March 10, 1969. 

Senator: Warren -G. MacGnuson, 
Committee on :Fnterstate and Foreign Commerce, 
U.S. Senate; Washington, DC. 
‘ Pear’ Senator Maanuson: The American Merchant: Marine In- 
stitute; an organization representing a preponderance of American- 
flag shipping; wishes’ to express its concern about the enactment of 
the legislative proposal embodied‘in §: 175, which has been referred 
to “yout ‘committee for consideration.: This bill. would: extend for 
aidthér year—until June 30, 1960—the temporary permission for 
Canadian vessels to transport merchandise and passengers between 
Alaskan ports and continental U.S. ports. 

‘The institute continues’ to’ oppose in principle enactment of any 
legislation’ permitting a departure from the historic policy of the 
United States to ‘reserve its coastwise trade to its own vessels. Such 
reservation has proven to be one of the major factors in the creation 
and maintenance of the American merchant marine. . It is our posi- 
tiow’ that any relaxation ‘ofthis reservation will inevitably add to the 
problems of continuing the development and modernization of our 
fleet. Wal! oe J cf 

Whether or not circumstances justify the granting of permission to 
Canadian vessels to carry passengers and merchandise, as proposed 
by the bill, is for your committee to judge. The institute cannot, of 
course, and does not favor allowing the continuation of conditions 
in regard to water transportation services which create undue hard- 
ships for shippers in the United States and Alaska. 

The American Merchant Marine Institute asks that if your com- 
mittee determines that any extension is warranted, it be limited to 
1 year, as provided by the pending legislation. The institute wishes 
to point out, however, that each successive permission of this nature 
establishes a basis for further waivers. 

It is respectfully requested that this letter be incorporated in the 
record on this bill. 

Very truly yours, 
Atvin SHapiro, Vice President. 


AFL-CIO Maritime Committee, 
Washington, D.C., February 17, 1959. 
Hon. E. L. Barrier, 


U.S. Senate, Washington, D.C. 

Dear Senator Bartiett: For several years now the Congress has 
waived the U.S. coasting laws to permit Canadian ships to provide 
freight service between Alaska and continental United States. This 
waiver has resulted from recommendations of the Secretary of Com- 
merce, who has the responsibility under the 1936 Merchant Marine 
Act for the promotion of American-flag shipping between the con- 
tinental United States and Alaska. 

You have introduced a bill, S. 175, to again waive these coasting 
laws. We would like to suggest that the Congress no longer waive 
the coastal laws as recommended in your bill an oe require the 
Secretary of Commerce to develop a program designed to provide the 
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essential service necessary on American-flag ships to meet the import- 
export requirements of the State of Alaska. 

n 1954 the Alaska Steamship Co. discontinued its passenger service 
from Alaska to the United States. Since that time the Secre of 
Commerce has taken no steps to provide passenger service on U.S.- 
flag ships to Alaska. If a specific request made to the Secretary of 
Commerce to develop such a program fails, as it has in the past, then 
the only solution to this problem is to introduce a bill and get it passed 
removing all maritime functions from the Department and returni 
them to Congress. Then such a program could be developed and put 
into effect. So long as Congress will waive our coasting laws and relieve 
the Secretary of his responsibilities, so long will our merchant marine 
continue to decline. ihe 

We urge that forceful determinations be used in the promotion of 
a policy, which could result in the development of American-flag ship- 
ping service to Alaska commensurate with their needs for an expanded 
economy. 
Sineerely yours, 


Hoyt 8. Happock, Execute Secretary. 


CHANGES IN EXIST#NG LAW 


There is no change in existing law. 


O 
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86TH CONGRESS t SENATE 
Ist Session 


FINAL REPORT OF THE SPECIAL COMMITTEE ON SPACE 
AND ASTRONAUTICS 


MakRCH 11 (legislative day, Marcu 9), 1959.—Ordered to be printed, with 
illustrations 


Mr. Jounson of Texas, from the Special Committee on Space and 
Astronautics, submitted the following 


REPORT 


[Pursuant to S. Res. 256, 85th Cong.] 


On February 6, 1958, the Senate established the Special Committee 
on Space and Astronautics by the passage of Senate Resolution 256, 
85th Congress, second session. The special committee was directed 
to study the problems relating to the exploration of outer space with 
etuieedene reference to the use of resources, personnel, equipment, 
and facilities, and to report its recommendations to the Senate. 

This final report from the special committee to the Senate records 
the highlights of the work accomplished during the existence of the 
special committee, Many of the recommendations which were made 
as a result of the studies and investigations of the special committee 
have already been acted upon by the Senate and the Congress. The 
National Aeronautics and Space Act of 1958 was enacted, and the 
Senate recognized the importance of space exploration for the future 
of the Nation by establishing a standing Committee on Aeronautical 
and Space Sciences. 

As a final duty, the special committee wishes to make recommenda- 
tions to the new committee concerning important matters which will 
require its attention if we are to achieve an effective and efficient 
organization of all U.S. aeronautical and space activities. 


SENATE RESOLUTION 256, 85TH ConaREss, 2p SEssion 
February 6, 1958—Considered, amended, and agreed to 
RESOLUTION 


Resolved, That there is hereby established a special com- 
mittee which is authorized and directed to conduct a thorough 
and complete study and investigation with respect to all 
aspects and problems relating to the exploration of outer 


1 





SPECIAL COMMITTEE ON SPACE AND ASTRONAUTICS 


space and the control, development, and use of astronautical 
resources, personnel, equipment, and facilities. All bills and 
resolutions introduced in the Senate, and all bills and resolu- 
tions from the House of Representatives, proposing legislation 
in the field of astronautics and space exploration shall be 
referred, and if necessary rereferred, to the special com- 
mittee. The special committee is authorized and directed to 
report to the Senate by June 1, 1958, or the earliest practical 
date thereafter, but not later than January 31, 1959, by bill or 
otherwise, with recommendations upon any matters covered 
by this resolution.’ 

Sec. 2. (a) The special committee shall consist of thirteen 
members, seven from the the majority and six from the 
minority Members of the Senate, to be appointed by the 
Vice President from the Committees on Appropriations, 
Foreign Relations, Armed Services, Interstate and Foreign 
Commerce, Government Operations, and the Joint Com- 
mittee on Atomic Energy. At its first meeting, to be called 
by the Vice President, the special committee shall select a 
chairman. 

(b) Any vacancies shall be filled in the same manner as 
the original appointments. 

Sec. 3. For the pur of this resolution the special 
committee is authorized as it may deem necessary and appro- 

riate to (1) make such expenditures from the contingent 
und of the Senate; (2) hold such hearings; (3) sit and act 
at such times and places during the sessions, recesses, and 
adjournment periods of the Senate; (4) require by subpena 
or otherwise the attendance of such witnesses and produc- 
tion of such correspondence, books, papers, and documents; 
(5) administer such oaths; (6). take such testimony, either 
orally or by deposition; (7) employ on a temporary basis such 
technical, clerical, and other assistants and consultants; and 
(8) with the prior consent of the executive department or 
agency concerned and the Committee on Rules and Ad- 
ministration, employ on a reimbursable basis such executive 
branch personnel as it deems advisable; and further with the 
consent of other committees or subcommittees, to work in 
conjunction with and utilize their staffs, as it shall be deemed 
necessary and appropriate in the judgment of the chairman 
of the special committee. 

Src. 4. Upon the filing of its final report, the special com- 
mittee shall cease to exist. 

Sec. 5. The expenditures authorized by this resolution 
shall not exceed $50,000 and shall be paid upon vouchers 
signed by the chairman of the special committee. 


BACKGROUND LEADING UP TO THE CREATION OF THE SPECIAL 
COMMITTEE 


The launching of the first earth satellite by the U.S.S.R. on October 
4, 1957 dramatized the beginning of the space age and electrified public 
opinion throughout the world. This significant achievement of 


1 The filing date was extended to Mar, 15, 1959. 
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Soviet science and technology was further emphasized on November 
3, 1957, when a second sputnik was sent into orbit. This satellite 
was not only larger in size but also contained the first live animal put 
into outer space. The tremendous thrust required for the Jaunchi 
of such a heavy satellite was evidence of Soviet capability in the fiel 
of intercontinental ballistic missiles, a fact which had disquieting im- 
plications for the defense of the free world, As the illusory assump- 
tion that the United States would be first in the exploration of outer 
space vanished, new national self-appraisals and evaluations were 
demanded. 

The first major analysis of the U.S. satellite and missile situation 
was undertaken by the Preparedness Investigating Subcommittee of 
the Senate Armed Services Committee when it ae hearings on 
November 27, 1957. By July 24, 1958, these hearings recorded almost 
2,500 pages of ope naniEy ba then scientists, leading industrialists, 
Government and military officials on every phase of the missile and 
satellite programs. They are a part of the inquiry which continues 
to be the responsibility of the subcommittee and its staff, and were 
treated as a principal source of information on the problems which 
concerned the Special Committee on Space and Astronautics, 

The sense of urgency in the Congress concerning the problems 
involved in insuring the preeminence of the United States in the 
space field was demonstrated by its action in passing interim measures 

ending the final outcome of the deliberations of the Senate and 
Totes space committees. Public Law 85-325, approved on Feb- 
ruary 12, 1958, contained a section authorizing the Secretary of 
Defense to engage in advanced research projects, and for a period of 
1 year to be responsible for space projects as designated by the Presi- 
dent. Public Law 85-322, enacted on February 11, 1958, made a 
oapplomnen tay defense appropriation for fiscal 1958 providing $10 
million in transfer authority for advanced research. 

Secretary of Defense McElroy established the Advanced Research 
Fanjoon Agency on February 7, 1958, and named Roy W. Johnson 
as Director. Thus both military and nonmilitary space projects 
could be developed while the Congress determined the best form of 
Government organization for the future. 


NATURE OF THE TASK FACING THE SPECIAL COMMITTEE 


Since the facts concerning the missile-satellite situation were al- 
ready available to the special committee by reason of the investiga- 
tion being carried on by the Preparedness Investigating Subcommittee, 
an effort was made not to duplicate hearings. Furthermore, the 
special committee, under the terms of its resolution, was able to use 
the professional staff services of the Preparedness Subcommittee, as 
well as available experts from any other Senate committee. It was 
therefore unnecessary to incur the expense of recruiting a large staff 
during the temporary lifetime of the special committee. 

The main task of the special committee was to consider proposals 
for legislation concerning the most effective organization of the Govy- 
ernment for handling problems involved in space exploration. This 
was essentially a ween in public administration, and had it been 
labeled “reorganization” of our existing personnel, facilities, and 
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resources might have been handled by a Hoover Commission-type 
of procedure or initially planned by the President’s Advisory Commit- 
tee on Government Organization. That the subject matter was con- 
cerned with scientific and technological problems, some of an entirely 
new nature, did not alter the fact that the primary responsibility of 
the special committee was to develop as well as evaluate plans for the 
organization and functioning of the Government in space activities. 
o ascertain the most effective organization for the total U.S. space 
program, it was necessary to find the answers to four questions: 

1. What should be the organization within the Department of 
Defense for space activities? 

2. What type of organization was needed for a new civilian 
space agency? 

3. What was the best solution to the problem of coordinating 
under centralized guidance the programs of the new space agency, 
the Department of Defense, and other executive agencies already 
engaged in space-related activities? 

4. How should the national program be brought into harmony 
with proposals for international cooperation? 

On the international level, there were three problems which required 
a framework of organization for their consideration and solution in 
order to avoid a gap between national and international requirements. 

1. The relationship between U.S. space activities and the con- 
duct of our foreign relations by the Department of State. 

2. Continuance of cooperative arrangements which had begun 
during the International Geophysical Year. 

3. Bdbnera tot within the United Nations. 


It should be noted that the organization of 7 activities within 


the Department of Defense was a legislative problem under the juris- 
diction of the Senate Armed Services Committee. This important 
part of the U.S. space program was covered by the enactment on 
August 6, 1958, of the Department of Defense Reorganization Act of 
1958. (See appendix for the pertinent excerpt from Public Law 
85-599, 85th Cong.) It was necessary for the special committee 
to understand this situation, however, in order to determine the 
scope and responsibility of the new space agency and its relation to 
the Department of Defense. 

All of these problems of organization and administration were com- 
plicated by the difficulty of distinguishing between the use of space 
vehicles for civilian and military purposes. Use of the terms “civilian 
agency” and ‘‘civilian control” as if they were synonymous did not 
provide a simple answer in view of the fact that the Department of 
Defense is operated under civilian control. Witnesses testified that 
from 75 to 90 percent of the personnel, facilities, and resources 
concerned with space activities were located in the Department of 
Defense. As a matter of national policy, however, it was deemed 
imprudent to carry out scientific space projects of the IGY-type 
within the defense structure on a permanent basis. The special 
committee was faced with a difficult task involving inherent com- 
plications in deciding what was to be controlled and how. 

The organization of Congress presented still another problem: What 
type of committee structure and jurisdiction would be most effective 
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in dealing with space problems which required legislation, appro- 
priation, and the exercise of the oversight function? 

Both the Senate special committee and the House Select Committee 
on Astronautics and Space Exploration were established by the Con- 
gress to deal with these problems of organization and functions before 
the receipt of the President’s special message on April 2, 1958, recom- 
mending— 


that aeronautical and space science activities sponsored by 
the United States be conducted under the direction of a 
civilian agency, except for those projects primarily associated 
with military requirements. 


THE NATIONAL AERONAUTICS AND SPACE ACT OF 1958 


The purpose of this section is to trace the development of some of 
the basic concepts embodied in the National Aeronautics and Space 
Act of 1958. The details of improvements made in the law as various 
proposals underwent the scrutiny of the legislative process have 
already been described in previous reports issued by the Senate and 
House Space Committees, particularly in the conference report of 
July 15, 1958.1 

The bill which sought to embody the proposals set forth in the 
President’s message to the Congress on space science and exploration, 
April 2, 1958, was introduced in the Senate as S. 3609 by Senator 
Lyndon B. Johnson for himself and Senator Styles Bridges, by request, 
on April 14, 1958. 

No difference of opinion developed over three of the main proposals: 
that a civilian space agency should be established; that the National 
Advisory Committee for Aeronautics should be the nucleus of the 
new agency; and that the Department of Defense should be respon- 
sible for space programs essential to the national defense. 

Implicit in the original draft legislation, however, there was a 
different assumption concerning the nature of the problem to be 
solved than that which was in the law passed by the Congress. 

The assumption underlying the original version of S. 3609 was that 
a total U.S. space program could result from dividing projects between 
agencies, declaring that they should voluntarily cooperate, and making 
no provision for an overall coordinating mechanism. The impression 
was given that the head of the new space agency would have con- 
siderable authority over the U.S. civilian space program because he 
was being given only an advisory rather than an executive board 
within his own organization, and he would not have to share authority 
and responsibility with others as in a commission-type structure. 
On the other hand, he was to have only permissive authority to 
transfer projects from other agencies with the concurrence of their 
directors and the approval of the President for a period of 3 years. 

It was not clear to the special committee how the overlap between 
a new civilian agency and the Department of Defense would be 
handled or how other agencies would be coordinated, e.g., the Atomic 
Energy Commission, the Department of State, the Department of 


! National Aeronautics and Space Act of 1958, 85th Cong., 2d sess., House of Representatives, Rept. 
No, 2166, July 15, 1958, 25 pp. 


87746—59——_2 
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Commerce, etc. Who would keep track of the total situation when 
the space agency cooperated with other agencies but did not have 
authority, direction, and control over their policies, programs, budget- 
ary plans and administration? What specifically was meant or could 
result by giving the proposed new agency permission to “act in 
cooperation with, or on behalf of, the Department of Defense” in 
activities concerned with the military? How could Congress dis- 
charge its responsibility for wise legislation and adequate appro- 
priations for all the agencies involved in space activities? 

The special committee, in studying this situation as well as other 
provisions of the draft legislation, decided that the primary objectives 
of the legislation should be— 

1. To provide civilian control over the policy and programs 
of the United States with respect to space, and at the same time, 
because of the significant importance of space activities in main- 
taining the defenses and security of the Nation, to insure that the 
Department of Defense and the military services have the neces- 
sary authority and responsibility to carry out those programs and 
projects whch are needed to maintain national security. 

2. To insure one overall, coordinated aeronautical and space 
policy and program for the United States, to be determined by 
a group of men well qualified to make the required decisions. 

3. To remove the formulation of policy and programs and the 
assignment of functions from a process of negotiation to a process 
of decision making. ; 

4. To provide for fullest cooperation, coordination, and ex- 
change of information between the Department of Defense, the 
new space agency, and all other agencies engaged in space- 
related activities. 

5. To establish an agency which would carry out the civilian 
programs for scientific experimentation in space and which would 
serve to the extent authorized by Congress as the vehicle for 
practicable international cooperation. 

6. To insure that the Department of State would participate 
in policy planning, be fully apprised of efforts which were related 
to or had effects upon national security and thus be enabled to 
perform its functions in the conduct of foreign policy and inter- 
national cooperation. 

7. To provide a framework for the new agency which would 
specify its functions and give to the head of the agency the powers 
necessary for its efficient administration. 

Since the function of coordination requires an organizational ar- 
rangement for centralized guidance, authority, and control, the ver- 
sion of S. 3609 which passed the Senate contained a provision for & 
National Aeronautics and Space Policy Board to be composed of the 
Secretary of State, the Secretary of Defense, the Director of the 
National Aeronautics and Space Rese: and one member designated 


by the President to represent each of three other agencies of the 

overnment interested in aeronautical and space activities. The 

President was to designate the Chairman and the Board was given 
the following duties: 

(1) To conduct a continuing survey of the plans, programs, 

and accomplishments of all agencies of the United States engaged 

in aeronautical and space activities with respect to such activities; 
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(2) To recommend a comprehensive program of aeronautical 
and space activities to be conducted by agencies of the United 
States; and 

(3) To designate responsibility for major aeronautical and 
epee projects, determine any questions arising in connection 
therewith, and resolve any differences as to whether any particular 

.. project is an aeronautical and space activity. 

The Policy Board was authorized. to employ a staff to assist in the 
performance of its duties. 

While the House and Senate committees agreed on the nature of 
the complicated problem of Government organization, a different 
solution was proposed in H.R. 12575 as passed by the House because 
it was based upon @ different assumption as to how, and at what 
level, overall planning and coordination can best. be accomplished. 
The House proposal was based upon the assumption that the Admin- 
istrator of NASA could develop a comprehensive program of research 
and development in aeronautical and space sciences and carry it out 
through military and atomic energy liaison committees cooperating 
at the staff level with the settlement of interagency disputes bein 
handled by direct appeal to the President. The House bill eontain 
an Aeronautics and Space Advisory Committee composed of 17 
members representing distin ished persons from private life as well 
as interested Government officials. Its function was to advise the 
President and the Administrator concerning the policies and programs 
of NASA and it was not clear to the special committee how effective 
a control in terms of decision making this would provide for the total 
U.S. space program which involved the coordination of several 
agencies. The objective of the special committee was not to estab- 
lish merely another agency operating in this field, but to insure the 
complete coordination of all aeronautical and space activities of the 
U.S. Government, 

When the conferees for the House and Senate met to compose their 
differences, they agreed upon a National Aeronautics and Space 
Council, thus adopting the basic assumption that coordination of 
several agencies engaged in related pursuits requires centralized 
planning, guidance, and authority to make decisions which are 

inding on all concerned. Theidea of representation by distinguished 


rivate citizens as well as Government officials was adopted. The 
esident was made a member of the Space Council with the duty of 
preeeane over meetings rather than assigning this function to a 
hairman to be seers by the President. 
i 


As enacted, Public Law 85-568, July 29, 1958, contains a title on 
“Coordination of Aeronautical and Space Activities” wherein the 
National Aeronautics and Space Council is established to advise the 
President whose duty shall be to— 

(1) Survey all significant aeronautical and space activities 
including the policies, plans, programs, and accomplishments of 
all agencies of the United States engaged in such activities; 

(2) Develop a comprehensive program of aeronautical and 
space activities to be conducted by agencies of the United States; 

(3) Designate and fix responsibility. for the direction of major 
aeronautical and space activities; 
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(4) Provide for effective cooperation between the National 
Aeronautics and Space Administration and the Department of 
Defense in all such activities, and specify which of such activities 
may be carried on concurrently by both such agencies notwith- 
standing the assignment of primary responsibility therefor to one 
or the other of such agencies; and 

(5) Resolve differences arising among departments and agencies 
of the United States with respect to aeronautical and space activi- 
ties under this act, including differences as to whether a particular 
project is an aeronautical and space activity. 

The Council was also authorized to employ a staff with a civilian 
Executive Secretary to be appointed by the President by and with the 
advice of the Senate at an annual salary of $20,000. The special 
committee notes that no nomination has yet been received for the 
position of Executive Secretary. While the authority for the appoint- 
ment is permissive, the advantages of a small professional staff with 
an executive secretary were analyzed in the conference report. 

It is obvious from the nature of the responsibilities of the Space 
Council and other obligations of its members that continuous staff 
work will be required for a well-coordinated space program in much 
a ae manner as staff work is required by the National Security 

ouncil. 

The Space Council is not a strong administrative mechanism such 
as the Federal Reserve System, for example, but it has the advantages 
of centering responsibility in accordance with a statement of the over- 
all problem which requires solution; providing continuity and con- 
sistency of advice; establishing a recognized procedure for considering 
the views of affected Government agencies whose directors might 
otherwise appeal, or fail to appeal, to the President concerning new 
programs or gaps in an Sages The special committee could not be 
certain that the entire U.S. space program, including defense and 
civilian activities, would be effectively planned and coordinated un- 
less some formal type of organization was established and actually 
put on a working basis. 

The wisdom of this legislative decision was amply proved within a 
few weeks after the NASA Act was passed when difficulties arose 
between the National Aeronautics and Space Administration and the 
Army over transfers of projects, notably the Army Ballistic Missile 
Agency. The transfer problems were considered by the President 
when he met with the Space Council which had its full component of 
members by September 4, 1958. 

In accordance with the act, the Council is composed of the heads of 
Government agencies serving by virtue of their positions: the Secre- 
tary of State, the Secretary of Defense, the Administrator of the 
National Aeronautics and Space Administration, and the Chairman 
of the Atomic Energy Commission. The act also provides for one 
additional. Government member, a post which was given to Dr. 
Alan T. Waterman, Director of the National Science Foundation, and 
for three distinguished private citizens. The last three appointments 
were given to Dr. James H. Doolittle, former Chairman of the Board 
of the National Advisory Committee for Aeronautics; Dr. Detlev W. 
Bronk, President of the National Academy of Sciences-National 
Research Council; and Mr. William A. M. Burden, former Assistant 
Secretary of Commerce for Air. 
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The details of the decisions on the transfer of projects to NASA 
were embodied in Presidential Executive orders of October 1 and 
December 3, 1958. (See the appendix of this report for the texts of 
White House statements and Executive orders.) 

The resolution of differences between agencies, while necessary, is 
only one of the functions of the Council, a corollary task being to 
develop a comprehensive space program and fix responsibility so there 
will be clear MDG eeaterenng. Ie ocak hater as to where its authorit 
begins and ends, and also how the sum of the agency programs adds 
up to a total US. space program. 

The special committee wishes to emphasize that this is a problem 
in public administration as applied to the relation between science 
ae Government, That we are just beginning to learn about the 
science and technology of outer space should not blind us to the fact 
that we have experts with considerable background knowledge of 
public administration. The type of effort which was put forth by 
the Commission on Organization of the Executive Branch of the Gov- 
ernment should be brought to bear upon these problems. Political 
scientists as well as scientists must study the administrative prob- 
lems involved in working out the difficulties inherent in the civilian 
and military uses of satellites. 

This is a far more complicated task than that of transferring the 
Manhattan Project to the newly organized Atomic Energy Commission 
in 1946. The AEC deals both with military and nonmilitary nuclear 
projects. It is easier, on the basis of scientific and technical facts, 
to draw a line between the military and peacetime uses of nuclear 
energy than is the case with the uses of space vehicles. The National 
Advisory Committee for Aeronautics had both peacetime scientific 
and-defense missions which are retained in NASA. But NASA’s space 
mission is oriented to meet scientific and peaceful needs. Simul- 
taneously, however, the Department of Defense has a need for scientific 
research projects which are related to military uses but are not 
exclusively military in nature, while scientific space knowledge 
which can be used for peaceful purposes also has military implications, 
¢.g., weather forecasting, communications, and improved mapping 
of the earth’s surface. The need for joint use of facilities such as 
propulsion systems, in addition to the efficient utilization of limited 
resources and personnel, creates the necessity for maximum coopera- 
tion between the Department of Defense, NASA, the Atomic Energy 
Commission and all other agencies engaged in space-related programs. 

The first suggested solution of this problem was contained in the 
declaration of policy of the draft legislation, S. 3609 which had been 
submitted to the Congress: 


The Congress further declares that such activities should 
be directed by a civilian agency exercising control over 
aeronautical and space research sponsored by the United 
States, except insofar as such activities may be peculiar 
to or primarily associated with weapons systems or military 
operations, in which case the agency may act in cooperation 
ea or on behalf of, the Department of Defense. [Italics 
added.] 


The special committee noted the permissive nature of this language 
and that implementation of the policy was apparently to be achieved 
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by the limited transfer authority of the NASA Director and his pre- 
rogative of appointing advisory committees. Presumably, the reason 
for this plan of organization was that the NACA, which was considered 
as the nucleus of NASA, had not experienced differences with the 
Department of Defense and did not anticipate any difficulties in con- 
nection with transfers, cooperative arrangements or actions ‘‘on behalf 
of” the Department. Another reason given’ was that we did not yet 
know enough about outer space to organize the activities of the 
Government with respect to it and that, therefore, everything should 
be ‘flexible.’ 
The special committee believed, however, that the U.S. space pro- 
am could be planned, programed, and budgeted according to the Dest 
own principles of public administration so that our resources; 
facilities, and personnel can work effectively and efficiently together. 
As finally enacted, the declaration of policy on the relation between 
civilian and military activities states that— 


The Cengress further declares that such activities shall be 
the responsibility of, and shall be directed by, a civilian 
agency exercising control over aeronautical and space 
activities sponsored by the United States, except that activi- 
ties peculiar to or primarily associated with the development 
of weapons systems, military operations, or the defense of 
the United States (including the research and development 
necessary to make effective provision for the defense of the 
United States) shall be the responsibility of, and shall be 
directed by, the Department of Defense; and that deter- 
mination as to which such agency has responsibility for and 
direction of any such activity shall be isne by the President 
in conformity with section 201(e) [on the Space Council and 
the duties of the President]. 


In other words, the division of responsibility and authority between 
agencies which have separate but similar programs simultaneously 
operating with joint activities creates the need for coordination. This 
problem requires overall direction by the President in accordance with 
advice from the Space Council. This Council, as has been mentioned 
before, represents the major interests which need to be considered in 
achieving a total U.S. space p m. 

Further implementation of the declaration of policy was sought 
by establishing a Civilian-Military Liaison Committee as a form of 
organization through which the National Aeronautics and Space Ad- 
ministration and the Department of Defense can cooperate on a 
continuous basis. 

The complications inherent in the subject matter which has to be 
organized creates complications for the administrative arrangements 
made for its handling. It is a simple matter, for example, to divide 
authority and responsibility for military manpower between the De- 
partment of Defense and the Selective Service System because the 
dividing line and the area of cooperation are erystal clear to every- 
one concerned with the induction and traming of men. If the facts 
concerning our personnel, resources, and facilities for space explora- 
tion can yield to simplification, it is likely that organization and 
administration can become less complicated. 
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If a comprehensive space program is not worked out effectively by 
the Space Council it is safe to predict that we shall encounter some 
of the same difficulties of interagency organization and administration 
that have arisen in the Department of Defense in connection with 
interservice activities. 


AUTHORIZATIONS AND APPROPRIATIONS FOR NACA AND NASA 


Prior to the creation of the National Aeronautics and Space Admin- 
istration, authorizations and appropriations for construction of aero- 
nautical.and space research facilities had been made to the National 
Advisory Committee on Aeronautics. H.R. 11805, which was re- 

rted by the House Armed Services Committee and passed by the 

ouse of Representatives on July 23, 1958, was referred to the Special 
Committee on Space and Astronautics. The purpose of this bill was 
to promote the national defense by authorizing the construction by the 
National Advisory Committee for Aeronautics of certain necessary 
aeronautical research facilities. The special committee of the Senate 
reported out this bill on July 30, 1958. In Senate Report 2042, which 
accompanied the bill, the committee pointed out that: (1) All the 
functions, powers, duties, funds, etc., of NACA had been transferred 
to NASA, and (2) the Space Act of 1958 forbade the new Space Admin- 
istration from acquiring property or constructing or expanding facili- 
ties which exceeded $250,000. . By implication, any such project 
which exceeded such sum would have to be authorized by the Con- 
gress. The breakdown of the authorization was as follows: 
New research facilities 
Modernization of existing research facilities 


Modernization of supporting facilities 
General plant and utility improvements 


Construction and equipment program 

Langley Laboratory: 
High-temperature structural dynamics facility 
110-kilovolt cable tie between east and west areas 
Instrumentation of a dynamic systems research airplane 
Ultra-high-temperature materials facility 


Total, Langley Laboratory 


Ames Laboratory: 
12- by 12-inch hypersonic helium tunnel 
Hypervelocity research laboratory 
odifications to the flight research laboratory___...2--_-__-- 


Total, Ames Laboratory. 


Lewis Laboratory: 
Air heater for the unitary-plan tunnel 
Modifications to the altitude tunnel for research on rockets - -- 
Retubing of the propulsion-systems laboratory primary cooler_ 
Hypersonic-missile propulsion facility 
Modification of the materials research laboratory 
High-energy rocket-engine research facility 


Total, Lewis Laboratory 
Wallops station: Erosion control, total 


Total, fiscal year 1959 program 
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The Independent Offices Appropriation Act, 1959, Public Law 
85-844, appropriated to NACA, pursuant to the above authorization, 
$23 million for construction and equipment which was to remain 
available until expended. Although this appeared to represent 
$6,933,000 less than the amount authorized, it actually represented 
only a cut of $3,220,000 inasmuch as the balance of $3,713,000 
(representing a portion of the authorization for Langley Laboratory) 
was appropriated in Public Law 85-352, Second Supplemental 
Appropriation Act, 1958. 

The special committee on July 31, 1958, reported an original bill 
S. 4208, authorizing appropriations of $47,800,000 to the National 
Aeronautics and Space Administration for construction and equip- 
ment. The Senate report (S. Rept. 2076) accompanying this bill 
made the following statement: 


Under the policy guidance of the National Aeronautics and 
Space Council, headed by the President, the new National 
Aeronautics and Space Administration has been invested with 
the awesome responsibility of carrying out the provisions of 
the Space Act. It is necessary, therefore, for NASA imme- 
diately to expand its activities as a first step in fulfilling this 
important mandate. This will require, among other things, 
the construction of new research and operational facilities to 
enable NASA to seek solutions to pressing scientific problems 
which continually arise as the body of space knowledge and 
technology expands. It would be difficult to overestimate 
the significance of such research facilities in the proper execu- 
tion of the task. 

In accordance with a further provision of the Space Act, 
acquisition of property, or expenditures of a capital nature 
(such as plant acquisition, construction, or expansion) in 
excess of $250,000 must be authorized by the Congress. The 
facilities requested have been given the highest priority by 
NASA and have been approved by the Bureau of the Budget. 


Summary, construction and equipment program 


Total, construction and equipment program. 


The chairman of the special committee made the following statement 
on the floor of the Senate in connection with the passage of this bill:* 


Senate bill 4208 aha doe the first piece of proposed 


legislation to come before the Senate which is Poon by 
the National Aeronautics and Space Act of 1958. e pur- 
pose of the bill is to authorize capital expenditures in the 
amount of $47,800,000 for the new Space Agency during the 
fiscal year 1959. * * * 
3 Daily Congressional Record, Jan. 31, 1958, p. 14343, 
37746—59-——8 
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Congress has acted with both speed and great care in 
setting up the executive and legislative organizations for 
dealing with the space age. All of us are familiar with the 
civilian and military benefits which can flow from a vig- 
orous space program, 

The capital expenditure requests made by the executive 
branch, and dealt with in this bill will contribute to our 
efforts to accelerate civilian experimentation and explora- 
tion in space technology; and it is with strong convictions 
that the committee urges favorable action by the Senate on 

- the bill, so we may proceed without any delay with our 
space program. 
The bill passed both Houses and became Public Law 85-657 on 

August 14, 1958. 
he appropriation for this authorization was contained in H.R. 

13450, the supplemental appropriations bill, 1959. The Appropria- 

tions Committee of the Senate in reporting out H. R. 13450 made the 

following statement in its report (S. Rept. 2350): 


The committee considered a supplemental estimate in 
Senate Document No. 112 in the amount of $125 million for 
space activities and functions to be undertaken by this new 
agency pursuant to the National Aeronautics and Space Act 
of 1958 (Public Law 85-568, approved July 29, 1958). In 
addition, $117 million is to be provided by transfer from the 
Department of Defense and $294 million will be used in 1959 
by the Department of Defense on space activities which are 
primarily military in nature; for a total of $536 million of 
1959 funds directly applicable to space programs. Further- 
more, the committee understands the former National 
Advisory Committee for Aeronautics will continue to function 
as the research branch of the new agency and funds are avail- 
able for that work in 1959 in the amount of $101,100,000. 

The committee believes that it will take some time to 
properly plan for this new agency, and accordingly recom- 
mends at this time appropriations in the following amounts, 
as compared to the estimates for new appropriations: 


Supplemental; Amount 
estimate .jrecommended 


Salaries and ex $7, 000 $5, 000, 000 
Research and development , 200, 35, 000, 000 
Construction and equipment , 35, 000, 000 

000, 000 


75, 


In the event additional funds are needed after the first of the 
year, the committee will be glad to consider such request. In 
the meantime, the committee feels that planning for the space 
projects center can be deferred until a later submission. 


The appropriation was debated on the floor of the Senate. Senator 
Johnson, on behalf of the minority leader (Mr. Knowland), the 
senior Senator from New Hampshire (Mr. Bridges), the junior Senator 
from Illinois (Mr. Dirksen), and the senior Senator from Minnesota 
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(Mr. Thye) offered amendments to provide for the restoration of the 
full amount of the budget request. These amendments were agreed 
upon by the Senate. 

The following amendment was offered: 


No appropriation may be made to the National Aero- 
nautics and Space Administration unless previously author- 
ized by legislation hereafter enacted by the Congress. 


In introducing this amendment the chairman stated:* 


* * * There is no controversy about it. It simply pro- 
vides that all appropriations which may be made to the 
National Aeronautics and Space Administration must first 
be authorized by the Congress. 


. The conferees of the Senate and the House of Representatives com- 
promised the difference in the amounts on the following basis: 4 
Salaries and expenses 


Research and development 
Construction and equipment 


The amendment providing that no appropriation to NASA be made 
without previous authorization, was amended by the conferees to read 
as follows: 


No appropriation may be made to the National Aero- 
nautics and Space Administration for any period prior to 
June 30, 1960, unless previously euthioriaed by legislation 
hereafter enacted by the Congress, 


The amendment was agreed to.* 


NOMINATIONS FOR THE NATIONAL AERONAUTICS AND SPACE 
ADMINISTRATION 


On August 8, 1958, the Senate received from the President the 
following nominations: 

Dr. T. Keith Glennan, president,'Case Institute of Technology, 
Cleveland, Ohio, to be Administrator of NASA: 

Dr. Hugh L. Dryden, Director, National Advisory Committee 
for Aeronautics to be Deputy Administrator of NASA. 

Hearings were held by the special committee on August 14 and on 
August 15, 1958, the nominations were confirmed by unanimous vote 
of the Senate. : 

PEACEFUL USES OF OUTER SPACE 


The special committee and the Congress have played a vital role in 
contributing toward the objective of the use of outer space for peaceful 
purposes, 

On January 14, 1958, the chairman of the special committee called 
for world leadership by the United States.in the new dimension offered 
by space exploration: 

We should, certainly, make provisions for inviting together 
the scientists of other nations to work in concert on projects 
* Daily Congressional Record, Aug. 15 1958, pp. 16450-16451. 


‘Tbid., Aug. 21, 1958, p. 17441. 
‘Tbid., Aug. 21, 1958, p. 17439-17440. 
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to‘extend the frontiers of man and to find solutions to the 
troubles of this earth. 

Our President, holding as he does the esteem of men 
throughout the world, has arare opportunity to lead in this 
labor boldy and forcefully, and,in. the vigorous. pursuit of 
peace he will find the Nation undivided in his support. 

Further, it would be appropriate and fitting for our 
Nation to. demonstrate its initiative before Take United 
Nations by inviting all member nations to join in this 
adventure into outer space together, 

T he dimensions of space dwarf our national differences on 
earth, 


On May 13, 1958, the chairman of the House Select Committee on 
Astronautics and Space Exploration, Hon. John W. McCo 
introduced House Concurrent Resolution 326 on the peaceful explo- 
ration of outer space. 

. A hearing was held on the resolution by the Subcommittee on 
National Security and Scientific Development Affecting Foreign 
Policy, of the House Committee on Foreign Affairs on May 20, 1958, 
under the chairmanship of Hon. Omar Burleson. In his testimony. 
Mr. McCormack emphasized that the resolution had been introdu 

as # unanimous directive of all the members of the select committee 
and had been reviewed and approved by the Department of State; 

Mr... Loftus Becker, legal adviser of the Department of State, said 
that the Department heartily favored the blueprint of objectives in 
the resolution. _After reviewing the disappointing results of the 
United Nations Disarmament tel cnmneetthes meetings, however, Mr. 
Becker testified that until a type of international agreement was 
reached which was consistent with the common defense and security 
of the United States, the Department would ‘‘maintain and preserve 
every national right of the United States in the atmosphere and in 
space.”” Mr. Becker believed that an international pattern of coopera- 
tion might be established in certain peaceful scientific and techno- 
logical areas, independently of control arrangements for military uses, 
thus avoiding national conflicts and forming a basis for extending 
cooperation into additional areas. 

Mr. Robert,Dechert, General Counsel of the Department of Defense, 
concurred in affirming the high ideals of the resolution, and being 
aware of the great military potential of outer space, ‘‘we must con- 
dition our. concurrence upon the need for adequate safeguards, includ- 
ing inspection, to insure that outer space is not used by anyone as 
the means for military ndizement.”” Mr. Dechert summari 
his testimony by saying that we are faced with two major. problems: 


First, we must say that this vast area of our universe is not 
to become the battleground for future generations [and 
provide] completely adeguat? safeguards to insure such an 
aim; and 

Second, until such time as that goal is achieved with 
certainty, we must continue to develop defensive weapons 
and vehicles which will meet this new threat.’ 


¢ Address by Senator Lyndon B. Johnson before a meeting of the Columbia Broadcasting System Affili- 
5 heer eam Hotel, Washington, D.C., Jan, 14, 1958. ~ 


? before the Subcommittee on National Security and Scientific Developments Affecting Foreign 
— of the Committee on Foreign Affairs, House of Representatives, 85th Cong., 2d sess., on H 
a con , 


ig es - . Res. 
> current resolution relative to plans for the peaceful exploration of outer space, May 20, 1959. 
pp. 4, 6, 24. 26. 29. 32-33. 
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With slight. ch in wording, House Concurrent Resolution 326 
was reported favorably from the House Committee on Foreign Affairs 
as House Concurrent Resolution 332 and passed the House on June 
2, 1958: 


‘(Whereas man is standing’ upon the threshold of a new 
era of space exploration; and 6 
“Whereas it is the devout wish of all people ye vanes. 

in every nation, in every environment, that the exploration 
of outer space shall be by peaceful means and shall be dedi- 
cated to peaceful purposes; and 
“Whereas the United States as a nation and as a pee e 
favors the peaceful solution of all international problems: 
Now, therefore, be it foitooa S 
“Resolved by the House of Representatives (the Senate con- 
curring), That the Congress of the United States believes 
that the nations of the world should join in the establish- 
ment of plans for the peaceful exploration of outer space, 
should ban the use of outer space for military aggrandize- 
ment, and should endeavor to broaden man’s knowledge of 
space with the purpose of advancing the good of ali mankind 
rather than for the benefit of one nation or group of nations; | 
“That it is the sense of the Congress: 

“That the United States should strive, through the 
United Nations or such other means as may be most 
appropriate, for an international agreement banning the | 
use of outer space for military pur : 

“That the United States aad eeek through the 
United Nations or such other means as may be most 
appropriate an international agreement providing for 
joint exploration of outer space and establishing a 
method by which disputes which arise in the future in 
relation to outer space will be solved by legal, peaceful 
methods, rather than by resort to violence; 

“That the United States should press for an inter- 
national agreement providing for jon cooperation in 
the advancement of scientific developments which can 
be expected to flow from the exploration of outer space, 
such as the improvement of communications, the better- 
ment of weather forecasting, and other benefits; and 

“That the Congress respectfully requests the Presi- 
dent to effectuate in every way possible the objectives 
set forth in this resolution.” 


The resolution was favorably reported by Senator Theodore Francis 
Green with the unanimous vote of the Senate Foreign Relations 
Committee on June 19, 1958, and was agreed to by the Senate on 
July 23, 1958.* ; 

The intent of Congress that the United States should assume leader- 
ship in international cooperative arrangements designed to insure. the 

eful uses of outer space was expressed not only in the passage of 
ouse Concurrent Resolution 332, but was also embodied in the Na- 


Sueneeenemmenemeenenetee 


*8. Rept. 1728. 
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and Purpose” begins by stating: 
Src. 102. (a) The Congress hereby declares that it is the “* 

policy of the United States that activities in space should be 

devoted to peaceful purposes for the benefit of all mankind. 


The act furthermore declares that the aeronautical and space activ- 
ities of the United States shall be conducted so as to contribute 
materially to— 


“cooperation by the United States with other nations and 
groups of nations in work done pursuant to this Act and in 
the peaceful application of the results thereof. 


A section of the act provides for international cooperation: 


Sec. 205. The Administration, under the foreign policy 
guidance of the President, may engage in a program of inter- 
national cooperation in work done pursuant to this Act, and 
in the peaceful application of the results thereof, pursuant 
to agreements Pesta by the President with the advice and 
consent of the Senate. 


It should also be noted im this connection that the Secretary of 
State has been given a permanent seat on the National Aeronautics 
and Space Council, which is responsible for advising the President on 
the policy and programs of the U.S. space effort.’ 

en the President signed the National Aeronautics and Space Act 
of July 29, 1958, he stated that— 


The new act contains one provision that requires comment. 
Section 205 authorizes cooperation with other nations and 
groups of nations in work done pursuant to the act and in the 
peaceful application of the results of such work, pursuant to 
international agreements entered into by the President’ with 
the advice and consent of the Senate. I regard this section 
merely as recognizing that international treaties may he made 
in this field, and as not precluding, in appropriate cases, less 
formal arrangements for cooperation. To construe the sec- 
tion otherwise would raise substantial constitutional 
questions.’ 


Additional ‘congressional activity concerning the ‘objective of the 
peaceful uses of outer space was recorded by the Senate Foreign Rela- 
tions Subcommittee on Disarmament .under the chairmanship of 
Senator Hubert Humphrey. The report on ‘‘Control and Reduction 
of Armaments,” published on October 13, 1958, contained a section on 
“Arms Control in the Space Age” which concluded that space weapons 
would have to be taken into account in any comprehensive system 0 
arms control. The subcommittee pointed out that the fall session 6 
the United Nations General Assembly would offer a favorable occasioti 
for the United States to take energetic action to attain the goals. of 
outlawing any use of space for military purposes; international co- 
operation for peaceful space exploration and development; and agree 
ment by all nations not to make any national claims to any extra- 
terrestrial body or area of outer space." C20 Ae 


* Public Law 85-568, 85th Cong., 2d sess., July 29, 1958. 
10 White House Press Release, July 29, 1958. 


tional Aeronautics and Space Act of 1958. ‘The “Declaration of Policy 


" “Control and Reduction of Armaments,” final report of the Committee on Foreign Relations, Sub- 
committee on Disarmament, 8. Rept. 2501, 85th Cong., 2d sess., pp. 14-15. 
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On September 2, 1958, Ambassador Henry Cabot Lodge, U‘S. 
representative to the United Nations, announced that he had been 
instructed by President Eisenhower to request the inclusion on the 
agenda of the 13th General Assembly of a program for international 
cooperation in the field of outer space.” The U.S. resolution, spon- 
sored by 19 other nations, was introduced by Ambassador Lodge on 
November 13, 1958, and became a subject of debate in the first com- 
mittee which also had under consideration a proposal by the U.S.S.R. 
which had originally been made on March 15, 1958. 

The Soviet proposal was entitled ‘The banning of the use of cosmic 
space for military purposes, the elimination of foreign military bases 
on the territories of other countries and international cooperation in 
the study of cosmic space.”” This proposal was unacceptable to the 
United States because the question of the peaceful uses of outer space 
was made contingent upon the elimination of mutual security bases. 

At the invitation of the Secretary of State on behalf of the Presi- 
dent, Senator Lyndon B. Johnson, chairman of the Senate Special 
Committee on Space and Astronautics, participated in the delibera- 
tions of the United Nations on November 17, 1958, thus demonstrating 
that the legislative and executive branches of the Government !were 
united in seeking arrangements whereby outer space would be dedi- 
cated to peaceful purposes. 

The resolution as sponsored by the United States passed Committee 
I (Political and Security) on November 24, 1958, and was adopted 
by the General Assembly on December 13 as follows: 


TEXT OF RESOLUTION 


The General Assembly, 


Recognizing the common interest of mankind in outer space 
and that it is the common aim that it should be used for 
peaceful purposes only, 

Bearing in mind the provision of Article 2, paragraph 1, of 
the Charter, which states that “the Organization is based on 
the principle of the sovereign equality of all its Members’, 

Wishing to avoid the extension of present national rivalries 
into this new field, 

Desiring to promote energetically the fullest exploration 
and exploitation of outer space for the benefit of mankind. 

Conscious that recent developments in respect of outer 
space have added a new dimension to man’s existence and 
opened new possibilities for the increase of his knowledge 
and the improvement of his life, 

Noting the success of the scientific co-operative programme 
of the International Geophysical Year in the exploration of 
outer space and the decision to continue and expand this 
type of co-operation. 

Recognizing the great importance of international co-oper- 
ation in the study and utilization of outer space for peaceful 
purposes. 


% United Nations, General Assembly, 13th session. A/3902. Sept. 2, 1958. 
8 U.N. doe. C.1/L.220/Rev. 1; adopted in Committee I on Nov. 24 by a vote of 54 to 9 with 18 abstention 
session on Dec. abstentions, 


and in plenary . 13 by a vote of 53 to 9 with 19 
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Considering that such co-operation will promote mutual, 
understanding and the strengthening of friendly relations 
among peoples, 7 

Belveving that the development of programmes of inter- 
national and scientific co-operation in the peaceful uses of 
outer space should be vigorously pursued, 

Believing that progress in this field will materially help to 
achieve the aim that outer space should be used for peaceful 
purposes only, 

onsidering that an important contribution can be made 
by the establishment within the framework of the United 
Notions of an appropriate international, body for co-opera- 
tion in the study of outer space for peaceful purposes, 

Desiring to obtain the fullest information on the many 

roblems relating to the peaceful uses of outer space be- 
ore recommending vee © programmes of international 
co-operation in this field, 

1. Establishes an Ad Hoe Committee on the peaceful 
uses of outer space consisting of the representatives of 
Argentina, Australia, Belgium, Brazil, Canada, Czecho- 
slovakia, France, India, Iran, Italy, Japan, Mexico, Poland, 


Sweden, Union of Soviet Socialist Republics, United Arab 
Republic, United Kingdom of Great Britain and Northern 
Ireland and the United States of America and requests it 
to report to the fourteenth General Assembly on the fol- 
lowing: 

(a) the activities and resources of the United Nations, 


its specialized agencies and of other international bodies 
relating to the peaceful uses of outer space; 

(6) the area of international co-operation and programmes 
in the peaceful uses of outer space which could appropriately 
be undertaken under United Nations auspices to the benefit 
of States irrespective of thestate of their economic or scientific 
development, taking into account the following proposals, 
among others: 

(i) continuation on a permanent basis of the outer space 
research now being carried on within the framework of the 
International Geophysical Year; 

(ii) organization of mutual exchange and dissemination of 
information on outer space research; and 

(iii) co-ordination of national research programmes for the 
study of outer space, and the rendering of all possible 
assistance and help towards their realization; 

(c) the future organizational arrangements to facilitate 
international co-operation in this field within the framework 
of the United Nations; 

(d) the nature of legal problems which may arise in the 
carrying out of programmes to explore outer space; 

2. Requests the etary-General to render appropriate 
assistance to the above-named Committee and to recom- 
mend any other steps that might be taken within the exist- 
ing United Nations framework to encourage the fullest 
international co-operation for the peaceful uses of outer 
space. 
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The Soviet Union, Czechoslovakia, and Poland declared that they 
would not participate in the committee because, as the Soviet delegate 
Mr. Sobolev explained, “its membership has a one-sided character 
and is not consistent with an objective consideration of this important 
problem.” He thought the committee could not undertake any prac- 
tical tasks without Soviet participation and, consequently, not a single 
step forward would have been made a year later. 

Lebaneedee Lodge replied that— 


The composition of the ad hoc committee on the peaceful 
uses of outer space is more than fair to the Soviet Union and 
its adherents, and, in spite of the differences which have de- 
veloped, we still hope that the Soviet Union will recognize 
these facts and ultimately decide to participate. The work 
of the committee will proceed in any event, but we hope that 
it can proceed cooperatively. 


* * * * * * * 


The proposed ad hoc committee has important work before 
it. The Soviet Union can make a great and unique contri- 
bution to its work, In spite of the differences which the 
Assembly has witnessed here tonight, we still hope that the 
Soviet Union will not withhold the great contribution which 
it can make to international cooperation in this field. The 
United States, for its part, pledges wholehearted cooperation 
in the future work of this committee." 


On December 31, 1958, the special committee published “Space 
Law: A Symposium”’ to assist in the study of legal problems which 


might arise in connection with the exploration of outer space.” 


CONGRESSIONAL COMMITTEE ORGANIZATION AND JURISDICTION 


From the time the first satellite began orbiting the earth, it was 
evident that the problems concerned with outer space included many 
different subjects which cut across the jurisdictional lines of the com- 
mittee system of the Congress. A bill concerned with reconnaissance 
satellites and weather control, for example, could be of simultaneous 
interest to the Committees on Armed Services, Appropriations, Inter- 
state and Foreign Commerce, Foreign Relations, Seeman Opera- 
tions, and the Joint Committee on Atomic Energy. Since the referral 
of such bills could create complicated parliamentary situations, the 
organizational problem requiring solution was how to group related 
functions according to such terms of reference that everyone would be 
clear as to where responsibility and authority for outer space is lo- 
cated in the Congress. 

The membership of the Special Committee on Space and Astro- 
nautics was determined by the interest of existing standing commit- 
tees in the interrelated subjects which comprise the comprehensive 
field of outer space. Following the creation of the special committee 
on February 6, 1958, the Vice President appointed the following 
members on February 10 from the: 

Committee on Appropriations: 
Lyndon B, Johnson, Texas 
Styles Bridges, New Hampshire 
“ “The Peaceful Use of Outer Space.” United Nat 
Space Law: A Symposium,” edited by Eilene G vy, 
37746594 


, January 1959, p, 10-12, 75-79. 
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Committee on Foreign Relations: 
Theodore Francis Green, Rhode Island 
Alexander Wiley, Wisconsin 
Committee on Armed Services: . 
Richard B. Russell, Georgia 
Leverett Saltonstall, Massachusetts 
Committee on Interstate and Foreign Commerce: 
Warren G. Magnuson, Washington 
John, W. Bricker, Ohio 
Committee on Government Operations: 
John L. McClellan, Arkansas 
Karl E. Mundt, South Dakota 
Joint Committee on Atomic Energy: 
Clinton P. Anderson, New Mexico 
Bourke B. Hickenlooper, Iowa 
Committees on Armed Services and Government Operations, ex 
officio Committee on Appropriations: Stuart Symington, Mis- 
souri. 

The special committee held an executive organizational meeting on 
February 20, 1958, and Senator Lyndon B. Johnson was elected 
chairman. 

In the House of Representatives, a similar 13-member Select 
Committee on Astronautics and Space Exploration was created on 
March 5, 1958, as a result of House Resolution 496 which was intro- 
duced by the majority leader, Hon. John W. McCormack. ' The 
members appointed to the select committee were: 


John W. McCormack, chairman, Massachusetts 


Overton Brooks, Louisiana Joseph W. Martin, Jr., Massachu- 

Brooks Hays, Arkansas setts 

Lee W. O’Brien, New York Leslie C. Arends, Illinois 

Lee Metcalf, Montana Gordon L. McDonough, California 

William H. Natcher, Kentucky James G. Fulton, Pennsylvania 

B. F. Sisk, California Kenneth B. Keating, New York 
Gerald R. Ford, Jr., Michigan 


The staff of the Senate special committee made a thorough study of 
the advantages and disadvantages of four alternative methods of 
committee organization for dealing with space activities: (1) separate 
standing committees in the Senate and the House; (2) division of 
jurisdiction among existing standing committees; (3) assignment of 
jurisdiction to the Joint Committee on Atomic Energy; atin (4) crea- 
tion of a new joint committee. 

After considering various solutions to the problem of congressional 
organization, the members of the Senate special committee decided 
in favor of a Joint Committee on Aeronautics and Space and included 
it as a provision of the aeronautics and space bill which passed the 
Senate on June 16, 1958. 

Originally the House select committee approved a provision for & 
Joint Committee on Aeronautics and Outer Space, following closely 
the pattern established by the Joint Committee on Atomic En 


ergy. 
It was finally decided, however, to strike this provision from Hk. 
12575 and to deal with the House committee structure by separate 
legislative. action. Accordingly, House Resolution 580 was intro- 
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duced by Congressman Carl Alberti on May 27, 1958, to amend the 
rules to provide for a 25-member standing Committee on Science and 
Astronautics. When the House and Senate conferees met on June 
15, 1958, to consider their differences on H.R. 12575 (which was 
ultimately to become the N ational Aeronautics and Space Act of 1958) 
the provision for a joint committee was dropped. 

On July 15, 1958, the chairman of the special committee introduced 
Senate Resolution 327 to create a standing Committee on Aeronautical 
and Space Sciences in the Senate. . In reporting this resolution from 
the Committee on Rules and Administration on July 23, 1958, 
Senator Carl Hayden stated: 


When H.R. 12575 passed the Senate it contained a pro- 
vision for a Joint Committee on Aeronautics and Space. 
The House, however, expressed a preference for a separate 
standing committee. In the conference committee the Sen- 
ate conferees acceded to the desires of the House conferees, 
and provisions for a joint committee were deleted from the 
conference report. Subsequently, on July 21, 1958, by its 
approval of House Resolution 580, the House amended its 
rules to provide for a standing Committee on Science and 
Astronautics. 

This action, and the character and importance of aero- 
nautical and space activities, require the Senate to establish 
its own standing committee. Only in this way can the 
Senate insure that it will handle fetuses aeronautical and 
space legislation in a comprehensive and expeditious man- 


ner, and also keep a vigilant oversight over rapidly expanding 
aeronautical and space developments.”* 
The Senate agreed to the new standing committee on July 24, 1958, 


and on August 24 the following members were appointed to the new 
committee: 


Lyndon B. Johnson, Texas, chairman 


Carl Hayden, Arizona Styles Bridges, New Hampshire 
Richard B. Russell, Georgia Leverett Saltonstall, Massachu- 
Theodore Francis Caraon, ede setts 5 
Island Alexander Wiley, Wisconsin . 
Warren G. Magnuson, Washington John W. Bricker, Ohio 
Clinton P. Anderson, New Mexico Bourke B. Hickenlooper, lowa 
Robert.S. Kerr, Oklahoma Margaret Chase Smith, Maine 
Stuart Symington, Missouri Jacob K. Javits, New York 


The resolutions which create and define the jurisdiction of the per- 
manent standing committees of the Senate and the House of Repre- 
sentatives were passed as follows: 


“#8. Rept, 1925, 85th Cong., 2d sess., p. 2. 
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re 8. RES. 327 
[Report No. 1925] 

IN THE SENATE OF THE UNITED STATES 
JuLy 15, 1958 


Mr. Jounson of Texas (for himself and Mr. Brinczs) sub- 
mitted the following resolution; which was referred to the 
Committee on Rules and Administration 


JuLy 23, 1958 
Reported by Mr. Haypzn, with amendments 
JuLy 24 (legislative day, Juty 23), 1958 


Considered, amended, and agreed to 
RESOLUTION 


Resolved, That (a) paragraph 1 of rule XXV of the Standing 
Rules of the Senate (relating to standing committees) is 
amended by inserting therein, immediately after part (o) 
thereof, the following new part: 

“(p) (1) Committee on Aeronautical and Space Sciences, 
to consist of fifteen Senators, to which committee shall be 
referred ‘all proposed legislation, messages, petitions, me- 
morials, and other matters relating primarily to the following 
subjects: 

(A) Aeronautical and space activities, as that term is 
defined in the National Aeronautics and Space Act of 1958 
except those which are peculiar to or. primarily associated 
with the development of weapons systems or military oper- 
ations. 

“(B) Matters relating generally to the scientific aspects 
of such aeronautical and space activities, except those which 
are peculiar to or primarily associated with the development 
of weapons systems or military operations. 

*(©) National Aeronautics and Space Administration. 

**(2) Such committee also shall have jurisdiction to survey 
and review, and to prepare studies and reports upon, aero- 

., nautical and space activities of all agencies of the United 
States, including such activities which are peculiar to or 
primarily associated with the development of weapons sys- 
tems or military operations.” 

(b) Part (c) of paragraph 1 of rule XX’V of the Standing 
Rules of the Senate (relating to the Committee on Armed 
Services) is amended by adding at the end thereof the fol- 
lowing new subpart: 

“13. Aeronautical and space activities peculiar to or pri- 
marily associated with the development of weapons systems 
or military operations.” 

(c) Part (j) of paragraph 1 of rule XXV of the Standing 
Rules of the Senate (relating to the Committee on Interstate 
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and Foreign Commerce) is amended by inserting in subpart 4, |‘! 
immediately preceding the period at the end thereof, a comma 
and the following: “except aeronautical and space activities 

of the National Aeronautics and Space Administration”. 

(d) h 6(a) of rule XVI of the Standing Rules of 
the Senate fr ating to the designation of ex officio members 
of the Committee on Appropriations) is amended by adding 
at the end of the tabulation contained therein the following 
new item: 

“Committee on Aeronautical and For aeronautical and activi- 

Space Sciences ties and matters rela to the 

scientific aspects thereof, ex- 
cept those peculiar to or pri- 
marily associated with the devel- 
opment of weapons systems or 
military operations,” 

Sec. 2. (a) Effective for the remainder of the Eighty-fifth 

, paragraph 4 of rule XXV of the Standing Rules of 
the Senate is amended to read as follows: 

“4. (a) Each Senator shall serve on two standing com- 
mittees and no more; except that not to exceed twenty-four 
Senators of the majority party, and not to exceed twelve 
Senators of the minority party, who are members of the Com- 
mittee on the District of Columbia, the Committee on Gov- 
ernment Operations, the Committee on Post Office and Civil 
Service, or the Committee on Aeronautical and Space Sciences 
may serve on three standing committees and no more. 

“(b) In the event that during the Eighty-fifth' Congress 
members of one party in the Senate are replaced by members 
of the other party, the thirty-six third-committee assignments 
shall be distributed in accordance with the following table: 


“Senate seats Third-committee assignments 
Majority Minority Majority | ‘Minority 
48 
49 
50 
51 

(b) Unless otherwise determined, effective at the pen 
ning of the Eighty-sixth Congress, paragraph 4 of rule XXV 
of the Standing Rules of the Senate is amended to read as 
follows: 

“4, Each Senator shall serve on two standing committees 
and no more; except that not to exceed twenty-two Senators 
of the majority party, and not to exceed ten Senators of the 
minority party, who are members of the Committee on the 
District of Columbia, the Committee on Government Opera- 
tions, the Committee on Post Office and Civil Service, or 
the Committee on Aeronautical and Space Sciences may 
serve on three standing committees and no more.” 


On January 14, 1959, the Senate agreed to Senate Resolution 24, as 
modified, amending rule XXV of the Standing Rules of the Senate. 
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Paragraph 4 of the resolution which relates to the Committee on 
Aeronautical and Space Sciences is as follows: 


(4). Each Senator shall serve on two and no more of the 
following standing committees: Committee on Agriculture 
and Forestry; Committee on Appropriations; Committee on 
Armed Services; Committee on Matti and Currency; 
Committee on Finance; Committee on Foreign Relations; 
Committee on Interstate and Foreign Commerce; Committee 
on the Judiciary; Committee on Labor and Publi¢ Welfare: 
Committee on Interior and Insular Affairs; Conimitteé°on 
Public Works; and Committee on Rules and Administration. 
No Senatoz.shall serve on more than one of the following 
standing committees: Committee on the District of 
Columbia; Committee on Government Operations; Com- 
mittee on Post Office and Civil Service; and Committee on 
Aeronautical and Space Sciences. The foregoing provisions of 
this paragraph shall not be effective during any period when 
there are more than forty-six Senators of the minority party.” 


rap SESSION H. RES. 580 
IN THE HOUSE OF REPRESENTATIVES 


May 27, 1958 


Mr, Ausert submitted the following resolution; which was 
referred to the Committee on Rules 


May 29, 1958 
Referred to the House Calendar and ordered to be printed 


JuLY 21, 1958 
Considered and agreed to 


RESOLUTION 


Resolved, That the Rules of the House of Representatives 
are hereby amended as follows: 
ule X, clause 1, is hereby amended by inserting after (p) 
the following: 
“(q) Committee on Science and Astronautics, to 
consist of twenty-five Members.” 
and by renumbering subsection (q) as ‘‘(r)’’; (r) as ‘‘(s)”. and 
(s) as “Ct ” 
Rule XI, clause 11, is hereby amended to read as follows: 
“11. Committee on Interstate and Foreign Commerce. 
“(a) Interstate and foreign commerce generally. 
*“(b) Civil aeronautics. 
“(c) Inland waterways. 
“(d) Interstate oil compacts and petroleum and natural 
gas, except on the public lands. 


® Daily Congressional Record, Jan, 14, 1959, pp. 615-619. 
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‘“‘(e) Publie health and quarantine. 

“(f) Railroad labor and railroad retirement and unem- 
ployment, except revenue measures relating thereto. 

“(¢) Regulation of interstate and foreign communications. 
uth) Regulation of interstate and foreign transportation, 
except transportation by water not subject to the jurisdictio 
of the Interstate Commerce Commission. 

“*(j) Regulation of interstate transmission of power, except 
the installation of connections between Government water- 
power projects. 

“(j) Securities and exchanges. 

“(k) Weather Bureau.” 

Rule XI is further amended by inserting after clause 16 the 
following: 

“17. Committee on Science and Astronautics. 

“(a) Astronautical research and development, including 
resources, personnel, equipment, and facilities. 

“(b) Bureau of Standards, standardization of weights and 
measures, and the metric system. 

“(c) National Aeronautics and Space Administration. 

“‘(d) National Aeronautics and Space Council. 

‘“(e) National Science Foundation. 

“(f) Outer space, including exploration and control 
thereof. 

““(¢) Science scholarships, 

“(h) Scientific research and development.”, and by re- 
numbering section 17 as “‘18”; 18 as “19”; 19 as “20’’; 20 as 
“(21’’; 21 as “22”; 22 as “23”; 23 as ‘24’; 24 as “25”: 25 as 
“26”’; 26 as “27’’; 27 as “28”; 28 as “29”; and 29 as “30”. 


On January 7, 1959, the House of Representatives agreed to House 
Resolution 7. which provided that the rules of the House for the 85th 
Congress would be applicable to the 86th Congress. 

The majority members of the Senate Committee on Aeronautical 
and Space Sciences were appointed on January 14 and the minority 
members approved on January 20, 1959, as follows: 


Lyndon B. Johnson, Texas, Chairman 


Richard B. Russell, Georgia Styles Bridges, New Hampshire 

Warren G. Magnuson, Washing. Alexander Wiley, Wisconsin 
ton Margaret Chase Smith, Maine 

Clinton P. Anderson, New Mex- Jacob K. Javits, New York 


ico Clifford P. Case, New Jersey 
Robert S. Kerr, Oklahoma 


Stuart Symington, Missouri 
John Stennis, Mississippi 
Stephen M. Young, Ohio 
Thomas J..Dodd, Connecticut 
Howard W. Cannon, Nevada 
On January 27, Senator Javits was released from service and Senator 
Thos. E. Martin, lowa, was assigned to the:committee.!* 
The members of the House Committee on Science and Astronautics 
were appointed on January 19,1959: > 
'# Daily Congressional Reeord, Jan. 28, 1959, p. 1096. 
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Overton Brooks, Louisiana, Chairman 


John W. McCormack, Massachu- Joseph W. Martin, Jr., Massa- 
setts chusetts 

George P. Miller, California Gordon L. McDonough, California 
Olin KE. Teague, Texas James G. Fulton, Pennsylvania 
Victor L. Anfuso, New York J. Edgar Chenoweth, Colorado 
B. F. Sisk, California Frank C. Osmers, Jr., New Jersey 
Erwin Mitchell, Georgia William K. Van Pelt, Wisconsin 
James M. Quigley, Pennsylvania A. D. Baumhart, Jr., Ohio 

David M. all North Carolina | Perkins Bass, New Hampshire 
Leonard G. Wolf, Iowa -— 

Joseph E. Karth, Minnesota 

Ken Hechler, West Virginia 

Emilio Q. Daddario, Connecticut 

Walter H; Moeller, Ohio 

David S. King, Utah 

J. Edward Roush, Indiana 


RECOMMENDATIONS 


The recommendations which follow are submitted by the Special 
Committee on Space and Astronautics to the new standing committee 
created by the Senate: the Committee on Aeronautical and Space 
Sciences. ‘These recommendations result from the studies and inves- 
tigations of the special committee which also had available the find- 
ings of the Preparedness Investigating Subcommittee in its ‘Inquiry 
Into Satellite and Missile Programs.” 

1. The administration of the activities conducted under the authority 
of the National Aeronautics and Space Act of 1958 needs continuous 
congressional surveillance concerning the coordination of aeronautical 
and space programs. The law embodied the proposal of the executive 
branch that the responsibility for such activities be divided between 
the new civilian space agency—the National Aeronautics and Space 
Administration—and the Department of Defense, and also recognized 
the existence of space-related prograins in other agencies. In passin 
the law, however, Congress rejected the idea that coordination cou 
be achieved by interagency cooperation at the staff level and made 
provision for overall planning of policies, programs, and budgets on 
the highest plane of government. 

The function of centralized guidance, authority, and control is 
vested in the President, in accordance with his request, and he has 
been provided by law with an advisory National Aeronautics and 
Space Council composed of high government officials and distinguished 
private citizens well qualified to survey the entire task and develop a 
comprehensive space program for the United States. 

2. The performance of the staff function for the National Aeronautics 
and Space Council will require continuing review and study in relation to 
achieving the objective of a comprehensive program of all U.S. aero- 
nautical and space activities. The law provides that the Council 
may employ a staff to be headed by a civilian executive secretary 
receiving an annual salary of $20,000. Subject to the direction of the 
Council, the executive secretary is authorized to appoint not more 
than three staff members at salaries up to $19,000 a year. The position 
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of civilian executive secretary was deemed so important by the 
Congress that it required appointment by the President: and con- 
firmation by the Senate. 

By utilizing such a staff arrangement, the special committee 
believes that the Space Council can better perform its function of 
centralized guidance for a total U.S. space program. Without such 
a staff arrangement, Congress and its committees would have no 
source from which unified and dependable information can be obtained 
except in the report required from the President in January of each 


ear. 

ss Up to the date of the filing of this report, no nomination has been 
received for the position of an executive secretary and the special 
committee has not been able to ascertain what progress has been 
made with respect to the appointment of a small professional staff 
for the Space Council. It is the hope of the special committee that 
such a professional staff will be established in the near’ future: so 
that it can begin to perform its important function. 

3. The relationship between the Space Council and the Federal Council 
for Science and Technology will require analysis. The Federal Council 
is in the process of being created as a result of a report of the Presi- 
dent’s Science and Advisory Committee. The special committee 
notes that the suggested initial membership overlaps that’ of the 
Space Council in # number of instances, e.g., the Director of the 
National Science Foundation, the Commissioner of the Atomic 
Energy Commission, the Administrator of the National Aeronautics 
and Space Administration. It has been suggested that the Depart- 
ment of Defense be represented by the Director of Defense Research 
and Engineering rather than the dotttany of Defense. 

It will be necessary for the Committee on Aeronautical and Space 
Sciences to determine whether the new Federal Council for Science and 
Technology duplicates the National Aeronautics and Space Council 
and to what extent these two Councils can and will meet the needs of 
Congress for coordinated and dependable advice on authorizing 
legislation and appropriations. 

4. The development of the —s the Civilian-Military Liaison 
Committee should be carefully watched. The Chairman of thisCom- 
mittee is currently serving also as the Director of Guided Missiles and 
is on the payroll of the Department of Defense. The special committee 
has been informed that this ent will be subject to review by 
the executive branch at'the end of a year. Conside the complica- 
tions which may arise when operations include civilian programs 
military programs, and joint efforts, the Committee on Aeronautical 
and Space Sciences should seek a satisfactory answer to the question 
of whether the Chairman of the Civilian-Military Liaison Committee 
should have a two-hat status which centers his work within the De- 
partment of Defense. The advisability of the Chairman being placed 
in a more objective and judicial ‘position with reference to civilian- 
military space activities may well be considered. 

5. The information program of the National Aeronautics and Space 
Administration should laedelincabell scrutinized to determine whether it 
is comprehensive and vigorous in meeting the requirements established 
by law “for the widest practicable and appropriate dissemination of 
information concerning its activities and the results thereof.” Atten- 
tion should also be directed to the implementation of section 303 of the 

87746—59——_5 
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act which requires that ‘information obtained or developed by the 
Administrator in the performance of his functions under this Act 
shall be made available for public inspection” with necessary safe- 

ards for classified information. The “Declaration of Policy and 

urpose” of the NASA Act define the objectives of our aeronautical 
and space programs and thereby determine the nature of NASA’s 
information program. ‘The civilian agency should be a central point 
where accurate information regarding all phases of — exploration 
can -be obtained by Congress, and the American people. 

6. The committee should continually review and report upon all the 
factors involved in achieving the objective of a preeminent role for the 
United States in the age of space exploration. This objective rests upon a 
sober evaluation of the fact that developments in space have undeni- 
able implications for war as well as for peace. Space developments 
may point toward new, and terrifying methods of warfare which 
threaten the human race or toward great social and economic benefits 
for the people of the world. The Congress has declared in the National 
Aeronautics and Space Act of 1958 “that it is the policy of the United 
States that activities in — should be devoted to peaceful purposes 
for the benefit of all mankind.” There is a constant and urgent need 
for reliable information on the specific and practical benefits which may 
be derived from space exploration. Such technical and scientific data 
will assist us in determining what efforts are practicable in bringing 
ae in outer space under controls assurmg the beneficent uses 
of space. 

7. The Congress should be kept informed of progress being made in 
studies undertaken by the United Nations Ad Hoe Committee on the 
Peaceful Uses of Outer Space. To achieve this purpose, arrangements 
must be made and kept current. The resolution providing for this 
Committee was proposed by the United States, ee by 19 other 
nations, and p by the General Assembly of the United Nations 
on December 13, 1958. The common interest of mankind in outer 
space was recognized, and the wish was expressed that the extension of 
present national rivalries into this new field’ be avoided. 

8. Particular attention should be poid to. preserving and extending 
the patterns of cooperation which were formed during the Interna- 
tional Geophysical Year. The IGY programs have been an inspiring 
example of cooperation between the scientists of 66 nations worki 
through their own professional organization, the International Counct 
of Scientific Unions (ICSU) and its Special Committee, the CSAGI 
(Comité Spécial de |’Année Geophysique Internationale). Another 
pattern of cooperation ene oe tween seientists and their govern- 
ments when public funds and facilities were provided for IGY research 
= ects. Cosmic research and development can become an important 
orce for world peace. We must not lose what has thus far been 
gained both on the international and national levels by scientists 
working with each other and with their governments. 

9. The special committee commends the National Aeronautics and 
Space Administration for establishing an Office of International Pro- 
groms and appointing a Director of International Cooperation. 

The legislative history of those parts of the NASA law which deal 
with international cooperation reveal that Congress considered this 
to be one of the most essential functions of the Administration. The 
necessity for tracking stations suitably located throughout the world 
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to receive communications from space vehicles is but one of many 
reasons why NASA was given authority to cooperate with other 
nations and groups of nations under the foreign policy guidance of 
the President. 

The special committee concurred with the policy expressed in the 
President’s message to the Congress of April 2, 1958, that “‘it is of 
great importance to have the fullest cooperation of the scientific 
community at home and abroad in moving forward in the fields of 
space science and technology.” To attain this end, the special com- 
mittee recognized the need of the Administration to provide for 
various types of cooperation as approved by the President. 

The Committee on Aasohisutical and Space Sciences will wish to be 
assured that liaison channels between NASA and the Department of 
State are used with mutual understanding of the significance of scien- 
tific developments in relationship to national security. The com- 
mittee will also wish to study the directive of NASA in establishing 
its new Office of International Programs to determine whether the 
concept of the work to be done matches the scope intended by the 
Congress. This vital area of international scientific cooperation will 
require the continuous attention of the committee. 


The Committee on Aeronautical and Space Sciences has been 
established by the Senate to have continuing responsibility in the 
legislative establishment for keeping abreast of new scientific and 
technological developments which may well have major political, 
economic, and psychological effects upon the Nation and the world. 
The efforts of this committee in evaluating needed legisiation, in 


reporting prudent authorizations for erpropriahens, and in carryin 


on necessary investigations are essenti 


to meeting the challenge o 
the space age. 





APPENDIX 


Public Law 85-568 
85th Congress, H.R. 12575 
July 29, 1958 


AN ACT To provide for research into problems of flight within and outside the 
earth’s atmosphere, and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


TITLE I—SHORT TITLE, DECLARATION OF POLICY, AND 
DEFINITIONS 


SHORT TITLE 


Src. 101. This Act may be cited as the ‘National Aeronautics and 
Space Act of 1958”. 


DECLARATION OF POLICY AND PURPOSE 


Src. 102. (a) The Congress hereby declares that it is the policy of 
the United States that activities in space should be devoted to peaceful 
purposes for the benefit of all mankind. 

(b) The Congress declares that the general welfare and security of 
the United States require that adequate provision be made for aero- 
nautical and space activities. The Congress further declares that 
such activities shall be the responsibility of, and shall be directed by, 
a civilian agency exercising control over aeronautical and space ac- 
tivities sponsored by the United States, except that activities peculiar 
to or primarily associated with the development of weapons systems, 
military operations, or the defense of the United States (including 
the research and development necessary to make effective provision for 
the defense of the United States) shall be the responsibility of, and 
shall be directed by, the Department of Defense; and that determina- 
tion as to which such agency has responsibility for and direction of 
any such activity shall be made by the President in conformity with 
section 201(e). 

(ec) The aeronautical and space activities of the United States shall 
be conducted so as to contribute materially to one or more of the 
following objectives: 

(1) The expansion of human knowledge of phenomena in the 
atmosphere and space; 

(2) The improvement of the usefulness, performance, speed, 
safety, and efficiency of aeronautical and space vehicles; 
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Src. 103. As used in this Act— 


TITLE IT—COORDINATION OF AERONAUTICAL AND 


Sze. 201. (a) There is hereby established the National Aeronautics 
and Space Council (hereinafter called the ““Council’’):which shall be 
composed of— 
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(3) The development and operation of vehicles capable of 
carrying instruments, equipment, supplies, and living organisms 
through space; 

(4) The establishment of long-range studies of the potential 
benefits to be gained from, the opportunities for, and the problems 
involved in the utilization of/aeronattical and space activities for 
peaceful and scientific purposes; 

(5) The preservation of the role of the United States as a 
leader in aeronautical and space science and technology and in 
the application thereof to the conduct of peaceful activities within 
and outside the atmosphere; 

(6) The making available to agencies directly concerned with 
national defense of discoveries that have military value or sig- 
nificance, and the furnishing by such. agencies, to the civilian 
agency established te direct and control noumilitary aeronautical 
and space activities, of information as to discoveries which have 
value or significance to that agency; 

(7) Cooperation by the United States with other nations and 
groups of nations in work done pursuant to this Act and in the 
peaceful application of the results thereof; and 

(8) The most effective utilization of the scientific and engi- 
neering resources of the United States, with close cooperation 
among all interested agenciés of the United States in order to 
avoid unnecessary duplication of effort, facilities, and equipment. 


(d) It is the purpose of this Act to carry out and effectuate the 
policies declared in subsections (a), (b), and (c). 


DEFINITIONS 


(1) the term “aeronautical and space’ activities” means (A) 
research into, and the solution of, problems of flight, within and 
outside the earth’s atmosphere, (B) the development, construc- 
tion, testing, and operation for research purposes of aeronautical 
and space vehicles, and (C) such other activities as may be 
required for the exploration of space; and 

(2) the term “aeronautical and space vehicles” means aircraft 
missiles, ‘satellites, and other space vehicles, manned and 
unmanned, together with related equipment, devices, components, 
and parts. 


SPACE ACTIVITIES 


NATIONAL AERONAUTICS AND SPACE COUNCIL 


(1) the President (who shall preside over meetings of the 
Council) ; 

(2) the Secretary of State; 

(3) the Secretary of Defense; ’ 

(4) the Administrator of the National Aeronautics and Space 
Administration ; 
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(5) the Chairman of the Atomic Energy Commission; 

(6) not more than one additional member appointed by the 
President from. the departments and agencies of the Federal Gov- 
ernment; and 

(7) not more than three other members appointed by the Presi- 
dent, solely on the basis of established records of distinguished 
achievement, from among individuals in private life who are 
eminent in science, engineering, technology, education, adminis- 
tration, or public affairs. 

(b) Each member of the Council from a department oragency of the 
Federal Government may designate another officer of his department 
or agency to serve on the Council as his alternate in his unavoidable 
absence. 

(ec) Each member of the Council appomted or designated under 
paragraphs (6) and (7) of subsection (a), and each alternate member 
designated under subsection (b), shall be appointed or designated to 
serve as such by arid with the advice and consent of the Senate, unless 
at the time of such appointment or designation he holds an office in 
the Federal Government to which he was appointed by and with the 
advice and consent of the Senate. 

(d) It shall be the function of the Council to advise the President 
with respect to the performance of the duties prescribed in subsection 
(e) of this section. 

(e) In conformity with the provisions of section 102 of this Act, it 
shall be the duty of the President to— 

(1) survey all significant aeronautical and space activities, in- 
cluding the policies, plans, programs, and accomplishments of 
all agencies of the United States engaged in such aétivities; 

(2) develop a comprehensive program of aerotautical and 
space activities to be conducted by agencies of the United States; 

(3) designate and fix responsibility for the direction of major 
aeronautical and space activities; 

(4) provide for effective cooperation between the National 
Aeronautics and Space Administration and the Department of 
Defense in all such activities, and specify which of such activities 
may be carried on concurrently by both such agencies notwith- 
standing the assignment of primary responsibility therefor to one 
or the other of such agencies; and 

(5) resolve differences arising among departments and agencies 
of the United States with respect to aeronautical and space 
activities under this Act, including differences as to whether a 
particular project is an aeronautical and space activity. 

(f) The Council may oe a staff to be headed by a civilian 
executive secretary who shall be appointed by the President by and 
with the advice and consent of the Senate and shall receive compen- 
sation at the rate of $20,000 a year. The executive secretary, subject 
to the direction of the Council, is authorized to appoint and fix the 
compensation of such personnel, including not more than three persons 
who may be appointed without regard to the civil service laws or the 
Classification Act of 1949 and compensated at the rate of not more 
than $19,000 a year, as may be necessary to perform such duties as may 
be feceune by the Council in connection with the performance of 
its functions. Each appointment under this subsection shall be sub- 


ject to the same security requirements as those established for person- 
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nel of the National Aeronautics and Space Administration appointed 
under section 203(b)(2) of this Act. 

(g) Members of the Council appointed from private life under sub- 
section (a)(7) may be compensated at a rate not to exceed $100 per 
diem, and may be paid travel expenses and per diem in lieu of sub- 
sistence in accordance with the provisions of section 5 of the Admin- 
istrative Expenses Act of 1946 (5 U.S.C. 73b-2) relating to persons 
serving without compensation. 





NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 


Suc. 202. (a) There is hereby established the National Aeronautics 
and Space Administration (hereinafter called the ‘‘Administration”’). 
The Administration shall be headed by an Administrator, who shall 
be appointed from civilian life by the President by and with the 
advice and consent of the Senate, and shall receive compensation at 
the rate of $22,500 per annum. Under the supervision and direction 
of the President, the Administrator shall be responsible for the exer- 
cise of all powers and the discharge of all duties of the Administration, 
— o ave authority and control over all personnel and activities 
ereof, 

(b) There shall be in the Administration a Deputy Administrator 
who shall be appointed from civilian life by the President by and 
with the advice and consent of the Senate, shall receive compensation 
at the rate of $21,500 per annum, and shall perform such duties and 
exercise such powers as the Administrator may prescribe. The Deputy 
Administrator shall act for, and exercise the powers of, the Admin- 
istrator during his absence or disability. 

(c) The i palsiainten and the Deputy Administrator shall not 


engage in any other business, vocation, or employment while serving 
as such, 































FUNCTIONS OF THE ADMINISTRATION 


Sxc. 203. (a) The Administration, in order to carry out the purpose 
of this Act, shall— 

(1) plan, direct, and conduct aeronautical and space activities; 

(2) arrange for participation by the scientific community in 
planning scientific measurements and observations to be made 
through use of aeronautical and space vehicles, and conduct or 
strange for the conduct of such measurements and observations; 
an . 

(3) provide for the widest practicable and appropriate dissemi- 
pane, of information concerning its activities and the results 
thereo!. 

(b) In the performance of its functions the Administration is 
authorized— 

(1) to make, RoOBIalgets, issue, rescind, and amend rules and 
regulations governing the manner of its operations and the exer- 
cise of the powers vested in it by law; 

(2) to appoint and fix the compensation of such officers and 
employees as may be necessary to carry out such functions. Such 
officers and employees shall be appointed in accordance with the 
civil service laws and their compensation fixed in accordance 

with the Classification Act of 1949, except that (A) to the extent 
the Administrator deems such action necessary to the discharge 
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of his responsibilities, he may appoint and fix the compensation 
(up to a limit of $19,000 a year, or up to a limit of $21,000 a year 
for 4 maximum of ten positions) of not more than two hundred 
and sixty of the scientific, engineering, and administrative per- 
sonnel of the Administration without regard to such laws, and 
(B) to the extent the Administrator deems such action necessary 
to recruit specially qualified scientific and engneeting talent, he 
may establish the entrance grade for scientific and engineering 
personnel without previous service in the Federal Government at 
a level up to two grades higher than the grade provided for such 
personnel under the General Schedule established by the Classi- 
fication Act of 1949, and fix their compensation accordingly; 

(3) to acquire (by purchase, lease, condemnation, or otherwise), 
construct, improve, repair, operate, and maintain laboratories, re- 
search and testing sites and facilities, aeronautical and space 
vehicles, quarters and related accommodations for employees and 
dependents of employees of the Administration, and such. other 
real and personal. property (including patents), or any interest 
therein, as the Administration deems necessary within and out- 
side the continental United States; to lease to others such real and 
personal property; to sell and otherwise dispose of real and per- 
sonal property (including patents and rights thereunder) in 
accordance with the provisions of the Federal Property and 
Administrative Services Act of 1949, as amended (40 U.S.C. 471 
et seq.); and to provide by contract or otherwise for cafeterias 
and other necessary facilities for the welfare of employees of the 
Administration at its installations and purchase and maintain 
equipment therefor; 

(4) to accept unconditional gifts or donations of services, 
mone ; or property, real, personal, or mixed, tangible or in- 
tangible; 

(5) without regard to section 3648 of the Revised Statutes, as 
amended (31 U.S.C. 529), to enter into and perform such con- 
tracts, leases, cooperative agreements, or other transactions as 
may be necessary in the conduct of its work and on such terms as 
it may deem appropriate, with any agency or instrumentality of 
the United States, or with any State, Territory, or possession, or 


with any political subdivision sheseosy or with any person, firm, 


association, corporation, or educational institution. To the maxi- 
mum extent practicable and consistent with the accomplishment 
of the purpose of this Act, such contracts, leases, agreements, and 
other transactions shall be allocated by the Administrator in a 
manner which will enable small-business concerns to participate 
equitably and proportionately in the conduct of the work of the 
Administration ; 

(6) to use, with their consent, the services, equipment, person- 
nel, and facilities of Federal and other agencies with or without 
reimbursement, and on a similar basis to cooperate with other 
public and private agencies and instrumentalities in the use of 
services, equipment, and facilities. Each department and agency 
of the Federal Government shall cooperate fully with the Admin- 
istration in making its services, equipment, personnel, and facili- 
ties available to the Administration, and any such department or 
agency is authorized, notwithstanding any other provision of law, 





38 SPECIAL COMMITTEE ON SPACE AND ASTRONAUTICS 


to transfer to or to receive from the Administration, without 
reimbursement, aeronautical and space vehicles, and supplies and 
equipment other than administrative supplies or é¢quipment; 

(7) to appoint such advisory committees as may be appropriate 
for purposes of consultation and advice to the Administration in 
the performance of its functions; 

(8) to establish within the Administration such offices and pro- 
cedures as may be appropriate to provide for the greatest possible 
coordination of its activities under this Act with related scientifie 
and other activities being carried on by other public and private 
agencies and organizations; 

(9) to obtain services as authorized by section 15 of the Act of 
August 2, 1946 (5 U.S.C, 55a), at rates not to exceed $100 per 
diem for individuals ; 

(10) when determined by the Administrator to be necessary, 
and subject to such security investigations as he may determine 
to be appropriate, to employ aliens without regard to statutory 
provisions prohibiting payment of compensation to aliens; 

(11) to employ retired commissioned officers of the armed 
forces of the United States and compensate them at the rate estab- 
lished for the positions occupied by them within the Administra- 
tion, subject only to the limitations in pay set forth in section 212 
of the Act of June 30, 1932, as amended (5 U.S:C. 59a); 

(12) with the approval of the President, to enter into coopera- 
tive agreements under which members ‘of the Army, Navy, Air 
Foree, and Marine Corps may be detailed by the appropriate 
oe for services in the performance of functions under this 
Act to the same extent as that to which they might be lawfully 
assigned in the Department of Defense; and 

(13) (A) to consider, ascertain, adjust, determine, settle, and 
pay, on behalf of the United States, in full satisfaction thereof, 
any claim for $5,000 or less against the United States for bodily 
injury; death, or damage’ to or loss of real or personal property 
resulting from the conduct of the Administration’s functions as 
specified in subsection (a) of this section, where such claim is 
presented to the Administration in writing within two years after 
the accident or incident out of which the claim arises; and 

(B) if the Administration considers that a claim in excess of 
$5,000 is meritorious and would otherwise be covered by this 
paragraph, to report the facts and circumstances thereof to the 
Congress for its consideration. 


CIVILIAN-MILITARY LIAISON COMMITTEE 


Src. 204. (a) There shall be a Civilian-Military Liaison Com- 
mittee consisting of — 

(1) a Chairman, who shall be the head thereof and who shall be 
appointed by the President, shall serve at the pleasure of the 
President, and shall receive compensation (in the manner pro- 
vided in subsection (d)) at the rate of $20,000 per annum; 

(2) one or more representatives from the Department of De- 
fense, and one or more representatives from each of the Depart- 
ments of the Army, Navy, and Air Force, to be assigned by the 
Secretary of Defense to serve on the Committee without addi- 
tional compensation; and 





SPECIAL COMMITTEE ON SPACE AND ASTRONAUTICS 39 


(3) representatives from the Administration, to be assigned by 
the Administrator to serve on the Committee without additional 
compensation, equal in number to the number of representatives 
onngnad to serve on the Committee under p aph (2). 

(b) The Administration and the Department of De ense, through 
the Liaison Committee, shall advise and consult with each other on 
all matters within their respective jurisdictions relating to aeronauti- 
cal and space activities and shall keep each other fully and currently 
informed with respect to such activities. 

(c) If the Secretary of Defense concludes that any request, action, 
proposed action, or failure to act.on the part of the Administrator is 
adverse to the responsibilities of the Department of Defense, or the 
Administrator concludes that any request, action, proposed action, or 
failure to act on the part of the Seoatnens: of Defense is adverse to 
the responsibilities of the Administration, and the Administrator and 
the Secretary of Defense are unable to reach an agreement, with re- 
spect thereto, either the Administrator or the Secretary of Defense 
may refer the matter to the President for his decision (which shall be 
final) as provided in section 201(e). 

(d) Notwithstanding the provisions of any other law, any active or 
retired officer of the Army, Navy, or Air Force may serve as Chair- 
man of the Liaison Committee without ‘prejudice to his. active or re- 
tired status as such officer. The compensation received by any such 
officer for his service as Chairman) of the Liaison Committee shali be 
equal to the amount (if any) by which the compensation fixed by sub- 
section (a)(1) for such Chairman exceeds his pay and allowances 
(including special and incentive pays) as an active officer, or his 
retired pay. 

INTBRNATIONAL COOPERATION 


Sxc., 205. The Administration, under the foreign policy guidance 
of the President, may engage in a program of international coopera- 
tion in work done pursuant to this Act, and in the peaceful applica- 
tion of the results thereof, pursuant to agreements made by the Presi- 
dent with the advice and consent of the Senate, 


REPORTS TO THE CONGRESS 


Ssc. 206. (a) The Administration shall submit to the President for 
transmittal to the Congress, semiannually and at such other times as it 
deems desirable, a report of its activities and accomplishments. 

(hb) The President shall transmit to the,Congress in January of each 
year a report, which shall include (1),a comprehensive description of 
the prourated activities and the accomplishments of all agencies of 
the United States in the field of aeronautics and space activities during 
the. preceding ealendar year, and (2) an evaluation of such activities 
and accomplishments in terms of the attainment of, or the failure to 
attain, the objectives described in section 102(c) of this Act, 

(c) Any report made under this section shall contain such recom- 
mendations for additional legislation as the Administrator or the 
President may consider necessary or desirable for the attainment of 
the objectives described in section 102(c) of this Act. 

(d). No information which has been classified for reasons of national 
security shall be included in any report made under this section, 
unless such information has been declassified by, or pursuant to 
authorization given by, the President. 
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TITLE III—MISCELLANEOUS 
NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


Sec. 301. (a) The National Advisory Committee for Aeronautics, 
on the effective date of this section, shall cease to exist. On such date 
all functions, powers, duties, and obligations,\ and all real and per- 
sonal property, personnel (other than members of the Committee), 
funds, and records of that organization, shall be transferred to the 
Administration. 

(b) Section 2302 of title 10 of the United States Code is amended 
by striking out ‘“‘or the Executive Secretary of the National Advisory 
Committee for Aeronautics.” and inserting in lieu thereof “or the 
Administrator of the National Aeronautics and Space Administra- 
tion.”’; and section 2303 of such title 10 is amended by striking out 
“The National Advisory Committee for Aeronautics.”” and inserting 
in lieu thereof ‘“The National Aeronautics and Space Administration.” 

(c) The first section of the Act of August 26, 1950 (5 U.S.C. 22-1), 
is amended by striking out “the Director, National Advisory Com- 
mittee for Aeronautics’ and inserting in lieu thereof “the Adminis- 
trator of the National Aeronautics and Space Administration”, and 
by striking out “or National Advisory Committee for Aeronautics” 
and inserting in lieu thereof “or National Aeronautics and Space 
Administration”. 

(d) The Unitary Wind Tunnel Plan Act of 1949 (50 U.S.C. 511- 
515) is amended (1) by striking out ‘The National Advisory Com- 
mittee for Aeronautics (hereinafter referred to as the ‘Committee’)” 
and inserting in lieu thereof ““The Administrator of the National Aero- 
nautics and Space Administration (hereinafter referred to as the ‘Ad- 
ministrator’)”’; (2) by striking out “Committee” or ‘““Committee’s” 
wherever they appear and inserting in lieu thereof “Administrator” 
and “‘Administrator’s”, respectively; and (3) by striking out “its” 
wherever it appears and inserting in lieu thereof “this”. 

(e) This section shall take effect ninety days after the date of the 
enactment of this Act, or on any earlier date on which the Adminis- 
trator shall determine, and announce by proclamation published in 
the Federal Register, that the Administration has been organized and 
is prepared to Rech aige the duties and exercise the powers conferred 
upon it by this Act. 


TRANSFER OF RELATED FUNCTIONS 


Src. 302. (a) Subject to the provisions of this section, the President, 
for a period of four years after the date of enactment of this Act, may 
transfer to the Administration any functions (including powers, duties, 
activities, facilities, and parts of functions) of any other department 
or agency of the United States, or of any officer or organizational entity 
thereof, which relate primarily to the functions, powers, and duties 
of the Administration as prescribed by section 203 of this Act. In 
connection with any such transfer, the President may, under this sec- 
tion or other applicable authority, provide for appropriate transfers 
of records, property, civilian personnel, and funds. 

(b) Whenever any such transfer is made before January 1, 1959, 
the President shall transmit to the Speaker of the House of Repre- 
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sentatives and the President pro tempore of the Senate a full and 
complete report concerning the nature and effect of such transfer. 

(c) After December 31, 1958, no transfer shall be made under this 
section until (1) a full and complete report concerning the nature and 
effect of such proposed transfer has been transmitted oY the President 
to the Congress, and (2) the first period of sixty calendar days of 
regular session of the Congress following the date of receipt of such 
report by the Congress has expired without the adoption by the Con- 

ess of a concurrent resolution stating that the Congress does not 

avor such transfer. 
ACCESS TO INFORMATION 


Src. 303. Information obtained or developed by the Administrator 
in the performance of bis functions under this Act shall be made avoil- 
able for public apes except (A) information authorized or 
required by Federal statute to be withheld, and (B) information 
classified to protect the national security: Provided, That nothing in 
this Act shell ‘authiovias the withholding of information by the Admin- 


istrator from the duly authorized committees of the Congress. 


SECURITY 


Src. 304. (a) The Administrator shall establish such security re- 
quirements, restrictions, and safeguards as he deems necessary in the 
interest of the national security. The Administrator may arrange 
with the Civil Service Commission for the conduct of such security 
or other personnel investigations of the Administration’s officers, 
employees, and consultants, and its contractors and subcontractors 
and their officers and employees, actual or prospective, as he deems 
appropriate; and if any such investigation develops any data reflect- 
ing that the individual who is the subject thereof is of questionable 
loyalty the matter shall be referred to the Federal Bureau of Investi- 
gation for the conduct of a full field investigation, the results of which 
shall be furnished to the Administrator. 

(b) The Atomic Energy Commission may authorize any of its 
employees, or employees of any contractor, prospective contractor, 
licensee, or prospective licensee of the Atomic Energy Commission or 
any other person authorized to have access to Retricted Data by the 
Atomic Energy Commission under subsection 145(b) of the Atomic 
Energy Act of 1954 (42 U.S.C. 2165 (b)), to permit any member, 
officer, or employee of the Council, or the Administrator, or any officer, 
employee, member of an advisory committee, contractor, subcon- 
tractor, or officer or employee of a contractor or subcontractor of the 
Administration, to have access to Restricted Data relating to aero- 
nautical and space activities which is required in the performance of 
his duties and so certified by the Council or the Administrator, as the 
case may be, but only if (1) the Council or Administrator or designee 
thereof has determined, in accordance with the established personnel 
security procedures and standards of the Council or Administration, 
that permitting such individual. to; have access to such Restricted 
Data will not endanger the common defense and security, and (2) the 
Council or Administrator or designee thereof finds that the established 
personnel and other security procedures and standards of the Council 
or Administration are adequate and in reasonable conformity to the 
standards established by the Atomic Energy Commission under sec- 
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tion 145 of the Atomic Energy Act of 1954 (42 U.S.C, 2165). Any 
individual granted access to. such Restricted Data pursuant. to this 
subsection may exchange such Data with any individual who (A) is 
an officer or employee of the Department of Defense, or any depart- 
ment or agency thereof, or a member of the armed forces, or .@ con- 
tractor or subcontractor of any such department, agency, or armed 
force, or an officer or employee of any such contractor or subcon- 
tractor, and (B) has been authorized to have access to Restricted 
Data under the caro of section 143 of the Atomic Energy Act 
of 1954 (42 U.S.C. 2163). 

(c) Chapter 37 of title 18 of the United States Code (entitled 
Espionage and Censorship) is amended by— 

(1) adding at the end thereof the following new section: 
“*§ 799. Violation of regulations of National Aeronautics and Space 
Administration 

“Whoever willfully shall violate, attempt to violate, or conspire to 
violate any regulation or order promulgated by the Administrator of 
the National Aeronautics and Space Administration for the protection 
or security of any laboratory, station, base or other facility, or part 
thereof, or any aircraft, missile, spacecraft, or similar vehicle, or part 
thereof, or other property or equipment in the custody of the Admin- 
istration, or any real or personal property or equipment in the custody 
of any contractor under any contract with the Administration or any 
subcontractor of any such contractor, shall be fined not more than 
$5,000, or imprisoned not more than one year, or both.” 

(2) adding at the end of the sectional analysis thereof the 
following new item: 

“799. Violation of regulations of National Aeronautics and Space Administration.” 


(d) Section 1114 of title 18 of the Umited States Code is amended 
by inserting immediately before “while e in the performance 
of his official duties” the following: “‘or any officer or employee of the 
National Aeronautics and Space Administration directed to guard and 
protect iy ang of the United States under the administration and 
control of the National Aeronautics and Space Administration”, 

(e) The Administrator may direct such of the officers and employees 
of the Administration as he deems nec in the public interest to 
carry firearms while in the conduct of their official duties. The 
Administrator may also authorize such of those employees of the 
contractors and subcontractors.of the Administration engaged in the 

rotection of property owned by the United States Sid lookin at 
acilities owned by or contracted to the United States as he deems 
necessary in the public interest, to carry firearms while in the conduct 
of their official duties. 


PROPERTY RIGHTS, IN INVENTIONS 


Sec. 305. (a) Whenever any invention is made in the performance 
of any work under any contract of the Administration, and the Admin- 
istrator determines that— 

(1) the person who made the invention was employed or 
assigned to perform research, development, or exploration work 
and the invention is related to the work he was employed or 
assigned to perform, or that it was within the scope of his employ- 
ment duties, whether or not it was made during working hours, 
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or with a contribution by the Government of the use of Govern- 
ment. facilities, equipment, materials, allocated funds, informa- 
tion proprietary to the Government, or services of Government 
employees during working hours; or 
(2) the person who. made the invention was not employed or 
assigned to perform research, development, or exploration work, 
but the invention is nevertheless related to. the contract, or to the 
work or duties he was employed or assigned to perform, and was 
made.during working hours, or with. a,contribution. from the 
Government of the sort referred to in clause (1), 
such invention shall be the exclusive property of the United States. 
and if such invention is patentable a patent; therefor shall be issu 
to the United States upon application made by the Administrator, 
unless the Administrator waives.all or any part of the rights of the 
United States to such invention in conformity with the provisions of 
subsection (f) of this section. 

(b) Each contract entered into by the Administrator with any 
party for the preermanen of any work shall contain effective provi- 
sions under which such party shall furnish promptly te the Admin- 
istrator a written report containing full and complete technical 
information concerning any invention, discovery, improvement, or 
innovation which may be made in the performance of any such work. 

(c) No patent may be issued to any applicant other than the Admin- 
istrator for any invention which appears to the Commissioner of Pat- 
ents to have significant utility in the conduct of aeronautical and space 
activities unless the applicant files with the Commissioner, with the 
application or within thirty days after request therefor by the Com- 
missioner, a written statement executed under oath setting forth the 
full facts concerning the circumstances under which. such invention was 
made and stating the relationship (if any) of such invention to the 

erformance of any work under any contract of the Administration. 
Co ies of each such statement and the application to which it relates 
shall be transmitted forthwith by the Commissioner to. the Adminis- 
trator, 

(d) Upon any application as to which any such statement has been 
transmitted to the Administrator, the Commissioner may, if the in- 
vention is patentable, issue a patent to the applicant unless the Admin- 
istrator, within ninety days after receipt of such application and state- 
ment, requests that such patent be issued to him on. behalf of the 
United States. If, within such time, the Administrator files such a 
request with the Commissioner, the. Commissioner shall transmit 
notice thereof to the applicant, and shall issue such patent to the Ad- 
ministrator unless the applicant within thirty days after receipt of 
such notice requests. a hearing before a Board of Patent Interferences 
on the question whether the Administrator is entitled under this sec- 
tion to receive such patent. The Board may hear and determine, in 
accordance with rules and procedures established for interference cases, 
the question so presented, and its determination shall be subject to 
appeal by the applicant or by the Administrator to the Court of 
Customs and Patent Appeals in accordance with procedures govern- 
ing appeals from decisions of the Board of Patent Interferences in 
other peoneesingr. 

(e) enever any patent has been issued to any applicant in con- 
formity with subsection (d), and the Administrator thereafter has 
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reason to believe that the statement filed by the applicant in connec- 
tion therewith contained any false representation of any material 
fact, the Administrator within five years after the date of issuance of 
such patent may file with the Commissioner a request for the transfer 
to the Administrator of title to such patent on the records of the 
Commissioner. Notice of any such request shall be transmitted by 
the Commissioner to the owner of record of such patent, and title to 
such patent shall be so transferred to the Administrator unless within 
thirty days after receipt of such notice such owner of record requests 
a hearing before a Board of Patent Interferences on the question 
whether any such false representation was contained in such state- 
ment. Such question shall be heard and determined, and determina- 
tion thereof shall be subject to review, in the manner prescribed by 
subsection (d) for questions arising thereunder. No request made 
by the Administrator under this subsection for the transfer of title 
to any patent, and no prosecution for the violation of any criminal 
statute, shall be barred by any failure of the Administrator to make a 
request under subsection (d) for the issuance of such patent to him, 
or by any notice previously given by the Administrator stating that 
he had no objection to the issuance of such patent to the applicant 
therefor. 

(f) Under such regulations in conformity with this subsection as 
the Administrator shall roca he may waive all or any part of 
the rights of the United States under this section with respect to any 


invention or class of inventions made or which may be made by any 
a or class of persons in the performance of any work required 


y any contract of the Administration if the Administrator determines 
that the interests of the United States will be served thereby. Any 
such waiver may be made upon such terms and under such conditions 
as the Administrator shall determine to be required for the protection 
of the interests of the United States. Each such waiver made with 
respect to any invention shall be subject to the reservation by the 
Administrator of an irrevocable, nonexclusive, nontransferrable, 
royalty-free license for the practice of such invention throughout the 
world by or on behalf of the United States or any foreign government 
pursuant to any treaty or agreement with the United States. Each 

roposal for any waiver under this subsection shall be referred to an 

nventions and Contributions Board which shall be established by the 
Administrator within the Administration! Such Board shall accord 
to each interested party an opportunity for hearing, and shall transmit 
to the Administrator its findings of fact with respect to such proposal 
and its recommendations for action to be taken with respect thereto. 

(g) The Administrator shall determine, and promulgate regula- 
tions specifying, the terms and conditions upon which licenses will be 
granted by the Administration for the practice by any person (other 
than an agency of the United States) of any invention for which the 
Administrator holds a patent on behalf of the United States. 

(h) The Administrator is authorized to take all suitable and nec- 
essary steps to protect any inventicn or discovery to which he has 
title, and to require that contractors or persons who retain title to 
imventions or discoveries under this section protect the inventions 
or discoveries to which the Administration has or may acquire a license 
of use. 
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(i) The Administration shall be considered a defense agency of the 
United States for the purpose of chapter 17 of title 35 of the United 
States Code. 

(j) As used in this section— 

(1) the term “person” means any individual, partnership, cor- 
poration, association, institution, or other entity; 

(2) the term “contract” means any actual or proposed contract, 
agreement, understanding, or other arrangement, and includes 
any assignment, substitution of parties, or subcontract executed 
or entered into thereunder; and 

(3) the term “made”, when used in relation to any invention, 
means the conception or first actual reduction to practice of such 
mvention. 


CONTRIBUTIONS AWARDS 


Src. 306. (a) Subject to the provisions of this section, the Adminis- 
trator is authorized, upon his own initiative or upon application of 
any person, to make a monetary award, in such amount and upon 
such terms as he shail determine to be warranted, to any person (as 
defined by section 305) for any scientific or technical contribution to 
the Administration which is determined by the Administrator to have 
significant value in the conduct of aeronautical and space activities. 
Each application made for any such award shall be referred to the 
Inventions and Contributions Board established under section 305 of 
this Act. Such Board shall accord to each such applicant an op- 
portunity for hearing upon such application, and shall transmit to 
the Administrator its recommendation as to the terms of the award, 
if any, to be made to such applicant for such contribution. In deter- 
mining the terms and conditions of any award the Administrator 
shall take into account— 

(1) the value of the contribution to the United States; 

(2) the egate amount of any sums which have been ex- 
pended by the applicant for the development ef such contribution; 

(3) the amount of any compensation (other than salary re- 
ceived for services rendered as an officer or employee of the Govy- 
ernment) previously received by the a plicant for or on account 
of the use of such contribution by the United States; and 

(4) such other factors as the Administrator shall determine 
to be material. 

(b) If more than one applicant under subsection (a) claims an in- 
terest in the same contribution, the Administrator shall ascertain and 
determine the respective interests of such applicants, and shall appor- 
tion any award to be made with respect to such contribution among 
such applicants in such proportions as he shall determine to be equi- 
table. No award may be made under subsection (a) with respect to 
any contribufion— 

(1) unless the applicant surrenders, by such means as the Ad- 
ministrator shall determine to be effective, all claims which such 
applicant may have to receive any compensation (other than the 
award made under this section) for the use of such contribution or 
any element thereof at any time by or on behalf of the United 
States, or by or on behalf of any foreign government pursuant 
to any treaty or agreement with the United States, within the 
United States or at any other place; 
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(2) in any amount exceeding $100,000, unless the Administra- 
tor has transmitted to the appropriate committees of the Congress 
a full and complete report concerning the amount and terms of, 
and the basis for, such proposed award, and thirty calendar days 
of regular session of the Congress have expired after receipt of 
such report. by such committees. 


APPROPRIATIONS 


Suc. 307. (a) There are hereby authorized to be appropriated such 
sums as may be necessary to carry out this Act, except that nothing in 
this Act, shall authorize the aapropriotion of any amount for (1) the 
acquisition or condemnation of any real property, or (2) any other 
item of a capital nature (such as plant or facility acquisition, con- 
struction, or expansion) which exceeds $250,000. Sums appropriated 

ursuant to this subsection for the construction of facilities, or 

r research and development activities, shall remain available until 
expended. 

(b) Any funds appropriated for the construction of facilities may 
be used for emergency repairs of existing facilities when such existing 
facilities are made inoperative by major breakdown, accident, or other 
circumstances and such repairs are deemed by the Administrator to 
be of greater urgency than the construction of new facilities. 

Approved July 29, 1958. 


{James C. Hagerty, Préss Secretary to the President] 


Tue Warre Hovss, July 29, 1968. 


STATEMENT BY THE PRESIDENT 


I have today signed H.R. 12575, the National Aeronautics and 
Space Act of 1958. 

The enactment of this legislation is an historic step, further equip- 
ping the United States for leadership in the space age. I wish to 
commend the Congress for the promptness with which it has created 
the organization and provided the authority needed for an effective 
national effort in the fields of aeronautics and space exploration. 

The new act contains one provision that requires comment. Section 
205 authorizes cooperation with other nations and groups of nations 
in work done pursuant to the act and in the peaceful application of the 
results of such work, pursuant to international agreements entered 
into by the President with the advice and consent of theSenate. [regard 
this section merely as recognizing that international treaties may be 
made in this field, and as not precluding, in appropriate cases, less 
formal arrangements for cooperation. To construe the. section 
otherwise would raise substantial constitutional questions. 

The present National Advisory Committee for Aeronautics (NACA), 
with its large and competent staff and well-equipped laboratories, will 
provide the nucleus for the NASA. The NA A has an established 
record of research performance and of cooperation with the armed 
services. The combination of space exploration responsibilities with 
—— traditional aeronautical research functions is a natural 
evolution. 
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The enactment of the law establishing the NACA in 1915 proved 
4 decisive step in the advancement of our civil and military aviation. 
The Aeronautics and Space Act of 1958 should have an even greater 
impact on our future. 


Public Law 85-617 
85th Congress, H.R. 11805 
August 8, 1958 


AN ACT To promote the national defense by ‘authorizing the construction of 
aeronautical research facilities by the National Advisory Committee for Aero- 
nautics necessary to, the effective prosecution of aeronautical research 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That, pursuant to subsection 
(b) of section 1 of Public Law 672, approved August.8, 1950 (50 
U.S.C. 151b), the National Advisory Committee for Aeronautics is 
authorized to undertake additional construction and to purchase and 
install additional equipment at the following locations: 

Langley Aeronautical Laboratory, Hampton, Virginia: High-tem- 
perature structural dynamics facility, a cable tie, instrumentation of 
a dynamics systems research airplane, and an ultra-high-temperature 
materials facility, $16,583,000. 

Ames Aeronautical Laboratory, Moffett Field, California: Hyper- 
sonic helium tunnel, hypervelocity research laboratory, and modifica- 
tions to the flight research laboratory, $4,321,000. 

Lewis Flight Propulsion Laboratory, Cleveland, Ohio: Air heater 
for the unitary plan tunnel, modifications to the altitude tunnel, im- 
provements to the propulsion systems laboratory, hypersonic missile 
propulsion facility, modifications to the materials research laboratory, 
cad: a high-energy rocket engine research facility, $8,892,000. 

Pilotless Aircraft Station, Wallops Island, Virginia: Erosion con- 
trol, $137,000. 

Src. 2. Any of the approximate costs enumerated in section 1 of this 
Act may, in the discretion of the Director of the National Advisory 
Committee for Aeronautics, be varied upward 5 per centum to meet 
unusual cost variations, but the total cost of all work so enumerated 
shall not exceed $29,933,000. 

Src. 3. Any funds appropriated for the construction of facilities 
— to this Act may, with the approval of the Bureau of the 

udget, be used for emergency repairs of existing facilities when (1) 
such existing facilities are made inoperative by major breakdown, 
accident, or other circumstance; and (2) such repairs are deemed by 
the Chairman of the National Advisory Committee for Aeronautics 
to be of greater urgency than the construction of new facilities. 

Src. 4. Not to exceed $500,000 of the funds appropriated for the 
construction of facilities pursuant to this Act may, with the approval 
of the Bureau of the Budget, be’ used for the construction of new 
research facilities or for the modernization of existing research facili- 
ties not specifically authorized’ herein when such construction or 
modification is deemed by the Chairman of the National Advisory 
Committee for Aeronautics to be of greater urgency than the con- 
struction of the facilities authorized by this Act: Provided, however, 
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That no such funds shall be used for the construction or moderniza- 
tion of any facility for which funds may previously have been denied 
by the \epgrens. 

Sec. 5. There are hereby authorized to be appropriated such 
amounts as may be required to-aceomplish the purposes of this Act. 
Approved August 8, 1958. 


Public Law 85-657 
85th Congress, 8. 4208 


August 14, 1958 


AN ACT To authorize appropriations to the National Aeronautics and Space 
Administration for construction and other purposes 


Be it enacted by the Senate and House a Representatwes of the United 
States of America in Congress assembled, That there is hereby authorized 
to be appropriated to the National Aeronautics and Space Adminis- 
tration the sum of $47,800,000 for acquisition or condemnation of 
real property, for plant and facility acquisition, construction, or 
wae and for other items of # capital nature as follows: 

ilotless aircraft station, Wallops Island, Virginia: Additional 
launching facilities; range control and administration building; shop 
and laboratory facilities; roads, causeway, bridges, seawall, and appur- 
tenances; utilities ; equipment and instrumentation ; and approximately 
3,400 acres of land, $24,500,000. 

Space projects center, vicinity of Washington, D.C.: Space projects 
building; research projects laboratory; roads and appurtenances; 
utilities; equipment and instrumentation, $3,750,000. 

Various locations: Equipment and instrumentation, $19,550,000. 

Sec. 2. Any of the amounts enumerated in section 1 of this Act may, 
in the discretion of the Administrator of the National Aeronautics 
and Space Administracion; be varied upward 5 per centum to meet 
unusual cost variations, but the total cost of all work so enumerated 
shall not exceed $47,800,000. 
Approved August 14, 1958. 


Public Law 85-766 
85th Congress, H.R. 13450 
August 27, 1958 


AN ACT Making supplemental ropriations for the fiscal year ending 
June 30, 1959, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the following sums are 
appropriated, out of any money in the Treasury not otherwise ap- 
propriated, to supply regular and meee appropriations (this 
Act may be cited as the “Supplemental Appropriation Act, 1959’’) for 
the fiscal year ending June 30, 1959, and for other purposes, namely: 
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CHAPTER VII 
INDEPENDENT OFFICES 


¥ * a *« * 
Natronat AERONAUTICS AND SPACE ADMINISTRATION 
SALARIES AND EXPENSES 


For necessary expenses, not otherwise provided for, of the National 
Aeronautics and Space Administration, ode uniforms or allow- 
ances therefor, as authorized by the Act of September 1, 1954, as 
amended (5 U.S.C. 2131), $5,000,000. 


RESEARCH AND DEVELOPMENT 


For contractual research, development, operations, technical sery- 
ices, repairs, alterations, and minor construction, and for supplies, 
materials, and equipment necessary for the conduct and support of 
aeronautical and space research and development activities of the 
National Aeronautics and Space Administration, including purchase 
of three passenger motor vehicles, $50,000,000, to remain available 
until expended. 

CONSTRUCTION AND EQUIPMENT 


For construction and equipment at laboratories and other installa- 
tions of the National Aeronautics and Space Administration and for 
the acquisition or condemnation of real | HOPARLY, as authorized by 

e 


law, $25,000,000, to remain available until expended. 

No appropriation may be made to. the National Aeronautics and 
Space Aaminiatratson for any period prior to June 30, 1960, unless 
previously authorized by legislation hereafter enacted by the Congress, 


Public Law 85-599 
85th Congress, H.R, 12541 
August 6, 1958 


AN ACT To promote the national defense by providing for reorganization of the 
Department of Defense, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled; That this Act may be cited 
as the ‘Department of Defense Reorganization Act of 1958”. 


AMENDING THE DECLARATION OF POLICY 


Src. 2. Section 2 of the National Security Act of 1947, as amended 
(50 U.S.C. 401), is further amended to read as follows: 

“Src. 2. In enacting this legislation, it is the intent of Congress to 
rovide a comprehensive program for the future security of the United 
tates; to provide for the establishment of integrated policies and pro- 

cedures for the ees agencies, and functions of the Govern- 
ment relating to the national security; to provide a Department of 
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Defense, including the three military Departments of the Army, the 
Navy (including naval aviation and the United States Marine Corps), 
and the Air Force under the ‘direction; authority, and control of the 
Secretary of Defense; to provide that each military department, shall 
be separately organized under its own Secretary and shall function 
under the direction, authority, and control of the Secretary of Defense; 
to provide for their unified direction under civilian control of the 
Secretary of Defense but not to merge these departments or services; 
to provide for the establishment of unified or specified combatant 
commands, and a clear and direct line of commiand to such commands; 
to eliminate unnecessary duplication in the Department of Defense; 
and particularly in the field of research and engineering by vesting 
its overall direction and control in the Secretary of Defense; to pro- 
vide more effective, efficient, and economical administration in the 
Department of Defense; to provide for the unified strategic direction 
of the combatant forces, for their operation under unified command, 
and for their integration into an efficient team of land, naval, and air 
forces but not to establish a single Chief of Staff over the armed 
forces nor an overall armed forces general staff.” 
* * * * * * * 


ESTABLISHING THE DIRECTOR OF DEFENSE RESEARCH AND ENGINEERING 


Suc. 9. (a) Section 203 of the National Security Act of 1947, as 
amended, is amended by redesignating subsections ‘‘(b)’’ and “‘(c)’’ 
as subsections “‘(c)” and “(d)”, respectively, and by inserting a new 
subsection “(b)”’ as follows: 

*‘(b) (1) There shall be a Director of Defense Research and Engi- 
neering who shall be appointed from civilian life by the President, 
by and with the advice and consent of the Senate, who shall take 

recedence in the Department of Defense after the Secretary of De- 
ense, the Deputy Secretary of Defense, the Secretary of the Army, 
the Secretary of the Navy, and the Secretary of the Air Force. The 
Director performs such duties with respect to research and engineering 
as the Secretary of Defense may prescribe, including, but not limited 
to, the following: (i) to be the principal adviser to the Secretary of 
Defense on scientific ‘and technical matters; (ii) to supervise all re- 
search and engineering activities in the Department of Defense; and 
(iii) to direct and control (including their assignment or reassign- 
ment) research and engineering activities that the Secretary of Defense 
deems to require centralized management. The compensation of the 
Director is that prescribed by law for the Secretaries of the military 
departments. 

““(2) The Secretary of Defense or his designee, subject to the ap- 
proval of the President, is authorized to engage in basic and applied 
research projects essential to the responsibilities of the Department 
of Defense in the field of basic and applied research and development 
which pertain to weapons systems and other military requirements. 
The Secretary or his designee, subject to the approval of the President, 
is authorized to perform assigned research and development projects: 
by contract with private business entities, Ghmational or research in- 
stitutions, or other agencies of the Government, through one or more 
of the military departments, or by utilizing employees and consultants 
of the Department of Defense. : 
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(3) There is*authorized to *beappropriated such:sumis as may be 
necessary for the purposes of paragraph (2)-of this subsection.” 

(b) Section 7 of Public Law 85-325, dated February 12, 1958, is 
amended to read as follows:. | 

“Suc. 7. The Seeretary of Deférise’ or his designee is authorized 
to engage in such advanced projects essential to the Defense De- 
partment’s. responsibilities in the field of basic and applied research 
and development which pertain to weapons systems-and military -re- 
quirements as the Secretary of Defense may determine after con- 
sultation with the Joint Chiefs of Staff; and for a period of one year 
from the effective date of this Act, the Secretary of Defense or his 
designee is further authorized to engage in such advanced space 
projects as may be designated by the President. 

“Nothing in this provision of law shall preclude the Secretary of 
Defense from assigning to the military departments the duty of 
engaging in research and development of weapons systems necessary 
to fulfill the combatant functions assigned by law to such military 
departments. 

“The Secretary of Defense shall assign any weapons systems de- 
veloped to such military department or departments for production 
and operational control as he may determine.”’ 

(c) Section 171 (a) of title 10, United States Code, is amended by 
renumbering clauses ‘‘(6)’’, ‘‘(7)’’, ‘(8)’, and “(9)” as clauses “(7)’’, 
“(8)”, “(9)”, and “(10)”, respectively, and inserting the following 
new clause (6) after clause (5): 

“‘(6) the Director of Defense Research and Engineering;’’. 
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NationaL ABRONAUTICS AND Space ADMINISTRATION 
Appropriation summary, fiscal year 1959 
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NATIONAL AERONAUTICS AND Space ADMINISTRATION 
1520 H St. Phone, EXecutive 3-3260, Code 128 


Official Date of 
appointment 


Administrator Dr. T. Keith Glennan.--...-....../! Aug. 19, 1958 
Deputy Administrator _Dr. Hugh L. Dryden... -......-... Do.! 
Assistant Administrator for Congressional, Relations... | James P. Gleaso 

Direétor of International Cooperation H 

Director of Planning and Evaluation 

Director of Public Information 

General Counsel 


OFFICE OF AERONAUTICAL AND SPACE RESEARCH 


Director of Aeronautical and comm Research John W. Crowley, Jr 
Assistant Director of Research (Aerodynamics and | Ira H. Abbott. 
Flight Mechanics). 
Assistant Director of Research (Powerplants 
Assistant Director of Research (Aircraft 
Problems, Structures, and Materials). 


OFFICE OF SPACE FLIGHT DEVELOPMENT 


Director of Space Flight Development 

Assistant Director for Advanced Technology 

Assistant Director for Propulsion Oct. 27, 1958 
Assistant Director for Space Sciences Dr. Homer E. Newell, Jr_.........| Oct. 20, 1958 


OFFICE OF BUSINESS ADMINISTRATION 


Director of Business Administration Albert F. Siepert .. 1, 1958 
Budget Officer Ralph E, Ulmer Do.? 
Director of Management Analysis Alfred 8. Hod: 

Director of Personnel * a ----|* Oct, » 1, 1958 
Director of Procurement and Contracting - -- .-.-| Ernest W." ...-| Jan. 19, 1959 
pe gS Se, ES ER RD 2 ELE L. Bell "Oct. 1, 1958 
Director of Technical Information Do.? 
Chief, Finance Division ; Do.? 


FIELD ESTABLISHMENTS 


oe. Langley Research Center (Langley Field, | Dr. Henry J. E. Reid Do.? 
a.). 


Director, Ames Research Center (Moffett Field, Calif.).| Dr. Smith J. DeFrance Do. 

Director, Lewis Research Center (21000 Brookpart | Dr. Edward R. Sharp Do.? 
Rd., Cleveland, Ohio). 

Chief, High-Speed Flight Station (Edwards, Calif.)...| Walter C. Williams Do.? 


1 Appointed by the President. The Administrator and Deputy Administrator were confirmed by the 
Senate on Aug. 15, 1958. 
One Ee NACA employees who continued in former functions and were transferred to NASA as of 
. 1, 1958. 


[James C. Hagerty, Press Secretary to the President] 


Tue Warre Hovuss, October 1, 1958. 


The President today signed an Executive order transferring certain 
functions with respect to space activities from the Department of 
Defense to the new National Aeronautics and Space Administration 
which comes into existence today under the National Aeronautics 
and Space Act of 1958 enacted by Congress last July. 

Under the act, the National Aeronautics and Space Administration 
is to be responsible for aeronautical and space activities sponsored by 
the United States, except that activities peculiar to or primarily 
associated with the development of weapons.systems, military — 
tions, or the defense of the United States shall be the responsibility 
of the Department of Defense. The determination as to which agency 
has responsibility for any such activity is to be made by the President 
with the advice of the National Aeronautics and Space Council. 

The present Executive order transfers from Defense to the National 
Aeronautics and Space Administration responsibility for nonmilitary 
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space projects such as lunar probes'and scientific satellites which have 
been initiated by the Advaticed Research Projects Agency of the 
Department of Defense pending the establishment of the new civilian 
agency. It also transfers from Defense certain space-related projects 
of the Air Foree, principally in the field ‘of ‘“‘superthrust’’ propulsion 
systems which are primarily applicable to future space vehicles. The 
order also gives to the National Aeronautics and Space Administration 
responsibility for Project Vanguard, the United States scientific satel- 
lite pegs which has heretofore been the responsibility of the Depart- 
ment of the Navy. 

The order transfers from Defense to the NASA the amount of $117 
million in connection with the Advanced Research Projects Agency 
and Air Force projects being transferred. This is the same as the 
amount anticipated to be transferred for these activities in the initial 
budget estimates for the National Aeronautics and Space Administra- 
tion submitted to Congress in August. The particular projects to 
be transferred are to be identified in one.or more supplementary Execu- 
tive orders. The transfers of funds nece in connection with 
7) ect Vanguard are to be determined by the Director of the Bureau 
of the Budget. 

Details regarding transfers of records, property, facilities, and 
civilian personnel, in connection with all ‘of the transfers covered in 
the present Executive order, are to be carried out as agreed upon 
between the National Aeronautics and Space Administration and the 
Department of Defense, 


Exscutive Orper 10783. TRANSFERRING CERTAIN FUNCTIONS 


From THE DEPARTMENT OF DEFENSE TO THE NATIONAL ABRO- 
NAUTICS AND Space ADMINISTRATION 


By virtue of the authority vested in me by the National Aero- 
nautics and Space Act of 1958 (Public Law 85-568; 72 Stat. 426), 
and as President of the United States, it is ordered as follows: 

Section 1. All functions (including powers, duties, activities, and 
parts of functions) of the Department of Defense, or of any officer or 
organizational entity of the Department of Defense, with respect to 
the following are hereby transferred to the National Aeronautics and 
Space Administration: 

ae United States scientific satellite project (Project Van- 
guard). 

(b) Specific projects of the Advanced Research Projects Agency 
and of the Department of the Air Force which relate to space activities 
(including lunar probes, scientific satellites, and superthrust. boosters) 
within the scope of the functions devolving upon the National Aero- 
nautics and Space Administration under the provisions of the National 
Aeronautics and Space Act of 1958, and which shall be more par- 
ticularly described in one or, more supplementary Executive orders 
hereafter issued. 

Section 2. (a) The Secretary of the Treasury shall immediately 
transfer to the appropriation of the National Aeronautics and Space 
Administration for ‘“‘Research and development,’ from such appro- 
priations of the Department of Defense as the Secretary of Defense 
shall designate, the following amounts: 

. (1) In connection with the transfer of functions provided for 
‘in section 1(a) hereof, such amounts as shall be determined by 
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the Director of the Bureau of. the Hudgps Durmuant to section 

_ 202(b).of the Budget,and Accounting Act of 1950 

(31. U.S.C. 58lc(b) and section 1(k) of Executive Order. No. 
10530 of May 11, 1954. 

(2). In connection with ,the transfer of functions;of the Ad- 
vanced Research Projects Agency provided for in section 1(b) 
hereof, $59,200,000. 

(3) In connection with the transfer of functions of the Depart- 
ment of the Air Force provided for in section 1({b) hereof, 

$57,800,000. 

(b) In connection with the transfer of functions, provided for in 
section 1, appropriate transfers of records, property, facilities, and 
civilian personnel shall be carried out as may be agreed upon from 
time to time by the National Aeronautics and Space Administration 
and the Department of Defense. 

Dwicar D, E1sennower. 


Tae Waite Hovss, October 1, 1958. 


[James C. Hagerty, Press Secretary to the President] 


Tue Ware Hovsp, December 3, 1958: 

President Eisenhower today issued an Executive order transferring 
functions and facilities of the Jet Propulsion Laboratory at Pasadena, 
Calif., from the Department of the Army to the National Aeronautics 
and Space Administration. Provision is made in a supplemental 
agreement between the National Aeronautics and Space Adminis- 
tration and the Army for the continuation, during calendar year 1959, 
of certain weapons systems dévelopmient activities which the Jet 
Propulsion Laboratory has been performing under Army contract and 
direction. These actions were taken by the President following 
ener recommendation of the National Aeronautics and Space 

ouncil. 

In signing the order the President said: 

“This decision is necessary in the national interest. It prevents 
unnecessary duplication and effects economies in space research and 
development. This development will enhance close cooperation 
between the National Aeronautics and Space Administration and the 
Department of Defense to the end that the peaceful use of space will 
redound to the benefit of all mankind. 

“T am gratified that the Department of Defense and National 
Aeronautics and Space Administration have reached agreements under 
which the National Aeronautics and Space Administration will usé 
the unique capabilities of the Army Ordnance Missile Command, 
including the ony Ballistic Missile Agency, on‘a fully cooperative 


basis.” 

The Executive order directs the transfer of $4,078,250 from Depart- 
ment of Defense appropriations to the National Aeronautics and Space 
Administration for the execution of the Jet Propulsion Laboratory 
projects. 

ustody and control of the tay partie te occupied 
or utilized by the laboratory, a part of the California Institute of 
Technology, also is transferred to National Aeronautics and Space 
Administration under the Executive order. However, equipment at 
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the laboratory which relates primarily to military operations and 
weapons system development programs of the Department of the 
Army is excepted. 

The Executive order specifies further that, “In order to provide 
for the most effective utilization of scientific and engineering resources 
the National Aeronautics and Space Administration shall, to the extent 
permitted by its own programs and facilities provide research and de- 
velopment support at the laboratory in respect to military matters to 
the Department of Defense.” 

The Department of Defense and the National Aeronautics and Space 
Administration are directed to make necessary administrative arrange- 
ments, including appropriate transfer of records, in connection with 
the transfer of functions and property. 

Details of the agreements will be issued jointly by the Department 
of Defense and the National Aeronautics and Space Administration. 
Donald A. Quarles, the Deputy Secretary of Defense, and Dr. T. Keith 
Glennan, Administrator of the National Aeronautics and Space Ad- 
ministration, will hold a joint press conference this afternoon at 4 
p.m. at the headquarters of the National Aeronautics and Space 
Administration, 1520 H. Street NW. 


Executive Orper 10793. TransFrerrine Certain Functions From 
THE DEPARTMENT OF DEFENSE TO THE NatTionaL AERONAUTICS 
AND SpacE ADMINISTRATION 


By virtue of the authority vested in me by the National Aero- 
nautics and Space Act of 1958 (Public Law 85-568; 72 Stat..426) 


and section 202(b) of the Budget and Accounting Procedures Act of 
1950 (31 U.S.C. 581c(b)), and as President of the United States, it is 
ordered as follows; 

Section 1. Those functions (including powers, duties, activities, 
and parts of functions) of the Department of the Army or of any officer 
or organizational entity thereof which are now being performed at the 
Jet Propulsion Laboratory of the California Institute of Technology, 
near Pasadena, Calif. (hereinafter referred to as the laboratory) 
except so much thereof as relates primarily to military operations and 
weapon system development programs, are hereby transferred to the 
National Aeronautics and Space Administration. 

Section 2. In connection with the transfer of functions provided for 
in section 1 of this order, there is hereby transferred to the National 
Aeronautics and Space Administration custody, possession, and con- 
trol of the Government-owned property occupied or utilized by the 
laboratory except those items of ipment therein which relate 
primarily to military operations and weapon system development 
programs of the Department of the Army. 

Section 3. The Department of Defense and the National Aero- 
nautics and Space Administration shall effect necessary administra- 
tive arrangements, including appropriate transfer of records, in con- 
nection with the transfers of functions and property) provided for in 
sections 1 and 2 hereof. In order to provide for the most effective 
utilization of scientifie and engineering resources, the National Aero- 
nautics and Space Administration shall to the extent permitted by 
its own programs and faeilities, provide research and development 
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support at the laboratory in: respect of military matters to the Depart- 
ment of Defense. ; 
Section 4. The Secretary of the Treasury shall immediately transfer 
from such appropriations of the Department of Defense pertinent to 
the functions transferred by section 1 of this order as the Secretary 
of Defense shall designate,,to such appropriations of the National 
Aeronautics and Space Administration as the Administrator of the 
National Aeronautics and Space Administration shall specify, the 
amount of $4,078,250. 
Dwiast D. Eisunnower. 


Tue Wuite House, December 3, 1958. 
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I come today with: one purpose. 1 am here to express. to 
you the essential unity of the Ameriean people in their sup- 
port of the goals of the resolution offered now in their name. 

This resolution is presented, as our system requires, by 
the representative of the ‘executive: branch of our Govern- 
ment. I speak here today at its request. 

The executive position in the United States is held by the 
Republican Party through the mandate of the people. [am 
here as a member of one house of the legislative branch, in 
which the majority position is held, also at the mandate of 
the peers: by the Democratic Party; of which I am a 
member. 

These are distinctions. They are not, on this resolution, 
differences. On the goal of dedicating outer space to peaceful 
purposes for the benefit of all mankind there are no differ- 
ences within our Government, between our parties, or amon 
our people. The executive and the legislative branches o 
our Government are together. United we stand. 

There need be no differences among us here. 

The very opportunity of the issue before this Assembly is 
to erase the accumulated differences of our earth’s long and 
troubled history and to write across the vastness of space a 
proud new chapter of unity and peace. 

Men have not faced such a moment of opportunity before. 
Until now our strivings toward peace have been heavily 
burdened by legacies of ¢ distrust and fear and ignorance and 
injury. 

Those legacies do not exist in'space. They will not appear 
there unless we send them on ahead. 

To keep space as man has found it and to harvest the yield 
of peace which it promises, we of the United States see one 
course—and only one—which the nations of earth may 
intelligently pursue. That is the course of full and complete 
and iminlints cooperation to make’ the exploration of outer 
space a joint adventure. 

There is, I emphasize, no other course. 
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In saying this I express no personal belief alone, but rather 
I convey to you the conviction of my countrymen and the 
force of the American decision: which has already been 
established. 


Record of bipartisan congressional support 

The American people, through their elected representa- 
tives. in the Congress, have spoken their aims and their 
purposes. The will of the people is now fixed in our laws 
and our policies. 

The end is peace. The means to that end is international 
cooperation. This is—and this will remain—the American 
decision. 

Eleven months ago the Senate Preparedness Subcom- 
mittee submitted to the full Senate a report on an exhaustive 
inquiry into the satellite and missile program of the United 
States. In that report the bipartisan membership of the 
subcommittee made this unanimous declaration: 

“The immediate objective is to defend ourselves, but the 
equally important objective is to reach the hearts and minds 
of men everywhere so that the day will come when the 
ballistic missile will be merely a dusty relic in the museums 
of mankind and men everywhere will work together in 
understanding.” 

The Senate Subcommittee on Disarmament, under the 
able leadership of Senator Humphrey, had recommended 
unanimously that the use of space for military purposes be 
banned. The subcommittee has also urged international 


cooperation for pes space exploration and development. 
e 


On July 29 o ar the Congress in an act signed by 
the President established in the executive branch an agency 
under civilian control to guide and direct our national efforts 
in the exploration of space, By the act creating this cy, 
Congress embedded in the permanent law of the United 
States the following declaration of policy: 

“The Congress hereby declares that it is the policy of the 
United States that activities in space should be devoted to 
peaceful purposes for the benefit of all mankind.’’ 

Further, in the same section of that act, Co stated 
as a firm objective of the national efforts the following: 

“Cooperation by the United States with other nations and 
groups of nations in work done pursuant to this act and in 
the peaceful application of the results thereof.’’ 

Subsequent to that, the majority leader of the House of 
Representatives, the Honorable John MeCormack, intro- 
duced before that body a resolution expressly requesting the 
President of the United States to submit to the United 
Nations the question of international cooperation in dedi- 
cating outer space to peaceful purposes only. That resolution 
received the earnest support of the full membership of the 
Foreign Affairs Committee of the House, and it was adopted 
unanimously by the full membership of the House of Repre- 
sentatives. 
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In the Senate the Foreign Relations Committee under the 
chairmanship of the Honorable Theodore Francis Green, 
likewise accorded to the resolution the most serious study 
and recommended without dissent that it be adopted. The 
Senate of the United States, like the House of Representa- 
tives, gave to the resolution the unanimous support of the 
Senators of both parties. Thus it is a matter of record that 
the sense of the full membership of the Congress of the 
United States is that this question should be here on the 
agenda of the nations of the world, . It is also the congres- 
sional view that this organization should assume the respon- 
sibility of leadership in promoting international cooperation 
in the exploration of outer space. 

This is the American decision, expressed firmly in the 
resolutions of policy by the elected representatives of the 

eople and established solidly by them in the cornerstone 
aw of our Nation’s space effort. 
Adoption of U.S. resolution urged 

The resolution before this Assembly now embodies fully the 
will of the Congress and the will of the people whom the 
Members of the Congress serve. Thus I can—and I do— 
commend it to you for adoption. The record already made 
assures you the continuing support of the Congress for the 
cooperative endeavors toward peaceful uses of outer space 
which the resolution contemplates. 

The full dimensions of the promise of space are now beyond 
the scope of our knowledge and our imagination. To presume 
that we have more now than merely a glimpse of those 
dimensions would be both a vain and perhaps ultimately a 
fatally limiting error. 

At this moment the nations of the earth are explorers in 
— not colonizers. Hence it is proper that this Assembly 
should provide—first—the means for the United Nations to 
encourage and inspire that exploration. That is con- 
templated in the form of this resolution, which would create 
an exploratory ad hoc committee of representatives of 
member nations to carry out the following tasks: 

First, to inventory the activities and resources of the United 
Nations, its specialized oe and other international 
bodies relating to peaceful uses of outer space; 

Second, to determine ‘areas of international cooperation 
and programs which could be undertaken under auspices of 
this organization by member nations without regard to their 
present stage of economic or scientific advancement; 

Third, to consider the future form of internal organization 
in the United Nations which would best facilitate full inter- 
national cooperation in this field; and 

Fourth, to survey the nature of the legal problems which 
may arise in implementation of this joint adventure among 
the nations of the Earth. 

These are essential first steps. Until these explorations 
are conducted, orderly procedure to the broader horizons 
beyond will not be possible. Thus to impede this first step 
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is to impede all progress toward the goals of peace which men 
of faith believe exist in the realms of space. 

While these are first steps, they are decisive steps, and we 
cannot be unmindful of the precedents which, if established 
now, may influence or even control the longer steps ahead. 


The case against unilateral action 


We of the United States have recognized and do recognize, 
as must all men, that the penetration into outer space is the 
eoncern of all mankind. All nations and all men, without 
regard to their roles on Earth, are affected alike by what is 
accomplished over their heads in outer space. 

If nations proceed unilaterally, then their penetrations into 
space become only extensions of their national policies on 
Earth, What their policies on Earth inspire—whether trust 
or fear—so their accomplishments in outer space will inspire 
also. For nations given to aggression and war and tyranny 
on Earth, unilateral success in space technology would only 
multiply many times over their threat to peace. Thus it is 
the interest of nations dedicated to peace and freedom that 
the opportunity of space not be perverted to the end of aggres- 
sion and control over Earth by the aggressors. 

Recognizing this as true, men*of peace*will recognize full 
the necessity to proceed without delay on the first step which 
is here proposed. 

Today outer space is free. It is unscarred by conflict. 
No nation holds a concession there. It must remain this 


way. 

We of the United States do not acknowledge that there are 
landlords of outer space who can presume to bargain with 
the nations of the Earth on the price of access to this new 
domain. We must not—and need not—corrupt this great 
opportunity by bringing to it the very antagonisms which 
we may, by courage, overcome and leave behind forever 
through a joint adventure into this new realm. 

What man has done thus far has been-the result directly 
of international cooperation on an informal basis by men of 
science through the years. The success, further, of the for- 
mal cooperation undertaken in observance of the Interna- 
tional Geophysical Year foretells the high promise offered 
by enlargement of our goals and intensification of our 
“eS and efforts. 

e know the gains of cooperation. We know the losses 
of failure to cooperate. If we fail now to apply the lessons 
we have learned or even if we delay their application, we 
know that the advances into space may only mean adding a 
new dimension to warfare. If, however, we proceed along 
the orderly course of full cooperation, we shall by the very 
fact of cooperation make the most substantial contribution 
yet made toward perfecting peace. Men who have worked 
together to reach the stars are not likely to descend together 
into the depths of war and desolation. 

It is the American vision, I believe, that, out of this fresh 
start for humankind which space affords, man may at last 


61 





62 


SPECIAL COMMITTEE ON SPACE AND ASTRONAUTICS 


free himself of the waste of guarding himself against his 
ignorance of his neighbors. 

Barriers between us will fall as our sights rise to space. 
Secrecy will cease to be. Man will come to understand his 
fellow man-—and himself—as never he has been able to do. 
In the infinity of the space adventure, man can find growing 
richness of mind, of spirit, and of liberty. 

The promise of this moment of opportunity is great. We 
of the United States believe that this Assembly will honor 
the moment and fulfill the opportunity—and all mankind 
will be the beneficiary of your courage. 
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LEGISLATIVE ACTION ON OUTER SPACE 
A CHRONOLOGY 
85th Congress, 2d Session 


1958 


January 6, 8-10, 13-17, 20-22. Hearings before the Senate Pre- 
paredness Investigating Subcommittee of the Armed Services 
Committee. Continuation of hearings be on November 25, 
1957, “Inquiry Into Satellite and Missile Programs.” These 
hearings led to a unanimous report to the Senate by Chairman 
Lyndon B. Johnson on January 23. This report contained 17 
recommendations including: “Start work at once on the develop- 
ment of a rocket motor with a million-pound thrust” and ‘‘accel- 
erate and expand research and development programs, provide 
funding on a long-term basis, and improve control and adminis- 
tration within the Department of Defense or through the estab- 
lishment of an independent agency.” 

January 7. Mr. Keating introduced H.R. 9668, to provide for the 
establishment of a Joint Committee on Outer Space. It would 
be an 18-member group patterned after the Joint Committee on 
Atomic Energy. Referred to the Rules Committee (Congres- 
sional Record, FE 32). Mr. Overton Brooks introduced H.R. 
9613, similar to H.R. 9668, except calling for a 14-man committee. 
Referred to the Rules Committee (Congressional Record, p. 31). 
On January 13, Mr. Boggs introduced H.R. 9901, identical to 
H.R. 9668, and also referred to the Rules Committee (Congres- 
sional Record, p. 362). 

January 8. Mr. Lane introduced H.R. 9847, to establish a Commis- 
sion on Outer Space for the purpose of promoting the development 
and use of rockets, missiles, satellites, and spaceships, and for 
other purposes. This would be a separate Commission patterned 
after the Atomic Energy Commission. Referred to the Armed 
Services Committee (Congressional Record, p. 97). 

January 9. Senator Javits introduced Senate Concurrent Resolution 
53, to establish a Joint Committee on Earth Satellites and the 
Problems of Outer Space (Congressional Record, p. 113). Pur- 
pose: Establishes joint committee composed of seven Members 
of Senate and seven Members of the House, in each instance not 
more than four Members to be of same political party, to make 
continuing studies of the activities of the various Government 
departments, services, commissions, and of private and inter- 
national agencies relating to development, use, and control of 
earth satellites and similar mechanism. Referred to the Com- 
mittee on Armed Services. An identical measure, House Joint 
Resolution 489, was introduced in the House by Mr. Fulton and 
referred to the Rules Committee (Congressional Record, p. 177). 
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January 14. Mr. Coad introduced H.R. 9966, to establish a National 
Commission on Astronautics for the purpose of promoting re- 
search, development, and operations in the field of astronautics, 
and for other purposes. ‘This bill is similar to H.R. 9847 and 
would also establish a separate Commission patterned after the 
Atomic Energy Commission. Referred to the Armed Services 
Committee (Congressional Record, p. 378). 

January 16. Representative Carl T. Durham, chairman of the Joint 
Atomic Energy Committee, announced the establishment of a 
Special Subcommittee on Outer Space Propulsion with Senator 
Clinton Anderson as chairman. On January 23, the following 
members were added to the subcommittee: Senators Johnson, 
Gore, Hickenlooper, and Bricker and Representatives Holifield, 
Price, Van Zandt, and Patterson (Congressional Record, p. 548). 

Senator Gore introduced S. 3000, Atomic Energy Amendment 
of 1958. Purpose: To provide for an Seat atomic power 
program, to accelerate the development of controlled thermo- 
nuclear processes, to accelerate the development of nuclear 
propulsion for rockets, and for other purposes. The bill was 
referred to the Joint Committee on Atomic Energy (Congressional 
Record, p. 469). 

January 21, 22. Executive hearings before a joint meeting of the 
Subcommittee on Research and Development and Military 
Applications of the Joint Committee on Atomic Energy, on 
nuclear rocket and related programs, and on advanced atomic 
engine for satellite, space platform, etc. 

January 23. Senator Anderson introduced S. 3117, to amend tbe 
Atomic Energy Act, as amended to provide for outer space 
development, through the peaceful application of atomic energy, 
and for other purposes. ould give the responsibility for outer 
space development to the Atomic Energy Commission. The bill 
was referred to the Joint Committee on Atomic Energy (Con- 

ressional Record, p. 700). Identical bills introduced in the 

ouse as H.R. 10271 on January 27 (Congressional Record, 
p. 969), by Mr. Durham, and H.R. 10352 on January 29 (Con- 
gressional Record, p. 1126), by Mr. Holifield, and referred to the 
Joint Committee on Atomic Energy. 

January 27. Senators Humphrey, McClellan, and Yarborough intro- 
duced S. 3126 to create a Department of Sciences and Tec nology. 
Purpose: To establish National Institutes of Scientific Research; 
to authorize a program of Federal loans and loan insurance for 
college or university education in the physical or biological 
sciences, mathematics, or engineering; to authorize the estab- 
lishment of scientific programs outside of the United States; and 
for other purposes. The bill was referred to the Committee on 
Government Operations. This bill would group together into a 
new Department of Science and Technology several existing 
scientific agencies of the Federal Government, such as the Atomic 
Energy Commission, National Science Foundation, Bureau of 
Standards, etc. (Congressional Record, p. 842). A Government 
Operations Committee print. analysis of the bill, dated March 26, 
1958, recommends amendments which would also include the 
NACA in the new Department and would create standing com- 
mittees in the House and Senate to handle these matters, includ- 
ing astronautics and space exploration. 
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January 28. Senator Kefauver introduced 8. 3180, Department of 
Science Act of 1958. Purpose: To establish a United States 
Department of Science and to prescribe functions thereof. The 
bill was referred to the Committee on Government Operations 
(Congressional Record, p. 977). 

February 5. Senators Yarborough, Mansfield, Hill, Sparkman, Car- 
roll, Humphrey, Morse, ent Proxmire introduced S. 3233, the 
Space Act of 1958. Purpose: To provide for the initiation and 
support of an inner and outer space study, research, and develop- 
ment program for peaceful uses in commerce and industry which 
shall include, but not be limited to, the assimilation, gathering, 
correlation, and dispersal of information and knowledge relatin 
to, among other fields, weather and communications obtaine 
from re ships, satellites, space vehicles, and other such 
mediums. The bill was referred to the Committee on Interstate 
and Foreign Commerce (Congressional Record, p. 1641). 

——— Senators Lyndon B. Johnson, Kefauver, Stennis, Symington, 
Bridges, Saltonstall, and’ Flanders introduced Senate Resolution 
256, to establish a 13-member Special Committee on Space and 
Astronautics (Congressional Record, p. 1471). Referred and 
reported from the Committee on Rules and Administration, with 
amendment (Rept. No. 1274). On February 6, Mr. Coad intro- 
duced House Resolution 473, identical to Senate Resolution 256, 
except that it would establish a 3l-member committee in the 
House. Referred to the Rules Committee (Congressional Record, 

. 1632). On February 10, Mr. Overton Brooks introduced 
ouse Resolution 474, identical to Senate Resolution 256, except 
that it would establish a 13-member committee in the House. 
Referred to the Rules Committee (Congressional Record, p. 1739). 

February 6. The Senate passed Senate Resolution 256, creating a 
Special Committee on Space and Astronautics to frame legislation 
for a national program of space exploration and development 
(Congressional Record, pp. 1551-1553). 

February 7. Secretary of Defense Neil McElroy established the 
Advanced Research Projects Agency (ARPA) within the Depart- 
ment of Defense and named Roy W. Johnson as Director. 

February 10. The following Senators were named to the committee: 
Lyndon B. Johnson, Styles Bridges, Richard B. Russell, Leverett 
Saltonstall, Clinton p. Anderson, Bourke B. Hickenlooper, 
Theodore Francis Green, Alexander Wiley, John L. McClellan, 
Karl E. Mundt, Warren G. Magnuson, John W. Bricker, Stuart 
Symington (Congressional Record, p. 1636). 

——— Mr. Keating introduced House Concurrent Resolution 265, 
which would have the Congress express in strongest terms its 
desire that the regions of outer space be devoted to peaceful pur- 
poses through the United Nations or by other such means as may 
be most appropriate. Referred to the Committee on Foreign 
Affairs (Congressional Record, p. 1739). On February 24, Mr. 
Hillings introduced House Concurrent Resolution 268, identical 
to House Concurrent Resolution 265, which was also referred to 
the yen on Foreign Affairs (Congressional Record, p. 
2309). 

February 11. Supplemental Appropriations Act (Public Law 322) 
approved. Contained funds for an Advanced Research Projects 
Agency within the Department of Defense. 





68 SPECIAL COMMITTEE ON SPACE AND ASTRONAUTICS 


February 12. Public Law 85-325 approved. This act authorized the 
Secretary of the Air Force to establish and develop certain in- 
stallations for the national security. This act contained a sec- 
tion authorizing the Secretary of Defense to engage in advanced 
projects in the field of research and development for weapons 
systems (Advanced Research Projects Agency), and for 1 year 
to engage in nonmilitary advanced space projects as designated 
by the President. 

February 18. Mr. Keating introduced House Resolution 478, to amend 
rules X and XI of the House to establish an 11-member Com- 
mittee on Outer Space. Referred to the Rules Committee (Con- 
gressional Record, p. 2008). 

February 20. Senator Lyndon B. Johnson was elected chairman of 
the Senate Special Committee on Space and Astronautics (Con- 
gressional Record, p. D123). 

March 5. House Resolution 496, passed by the House of Representa- 
tives, established a Select Committee on Astronautics and Space 
Exploration to investigate the problems of outer space and to 
submit recommendations for the control and development of 
astronautical resources. Congressmen appointed to the com- 
mittee were: John W. McCormack, chairman; Overton Brooks, 
Wayne L. Hays, Leo W., O’Brien, Lee Metcalf, William H. 
Natcher, B. F. Sisk, Joseph W. Martin, Jr., Leslie C. Arends, 
Gordon L. McDonough, James G. Fulton, Kenneth B. Keating, 
Gerald R. Ford, Jr. (Congressional Record, p. 3019). Action 
concluded. 

Mr. Frelinghuysen introduced H.R. 11188, to change the 
name of the National Advisory Committee for Aeronautics to the 
National Advisory Committee for Aeronautics and Astronautics, 
and to give it the authority to conduct experiments involving 
outer space and to coordinate the Government’s activities in this 
area. The bill would also establish an 18-member Joint Com- 
mittee on Astronautics. Referred to the Armed Services Com- 
mittee (Congressional Record, p. 3068). On April 3, Mr. Fulton 
introduced H.R. 11860, an identical bill which, however, was 
referred to the Select Committee on Astronautics and Space 
Exploration (Congressional Record, p. 5620). 

March 19. House voted.$100,000 for expenses of its Select Committee 
on Astronautics and Space Exploration (Congressional Record, 
p. 4237), House Resolution 500, House Report No. 1523. 

March 26. A staff study entitled “Science and Technology Act of 
1958” was published as a committee print by the Senate Govern- 
ment Operations Committee. Suggested amendments which 
would include NACA in proposed Department of Science. 

March 27. Senate Special Committee on Space and Astronautics 
published a committee print, “Compilation of Materials on Space 
and Astronautics, No.1.’ Prepared by the staff. Designed to 

rovide background material for members of the committee. 

April 1. Mr. Kitchin introduced H.R. 11805, to promote the national 
defense by authorizing the construction of aeronautical research 
facilities by the National Advisory Committee for Aeronautics 
necessary to the effective prosecution of aeronautical research. 
Purpose: Authorizes appropriation of $29,933,000 for the con- 
struction and the installation of equipment at installations of 
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the National Advisory Committee for Aeronautics which will be 
absorbed by the National Aeronautics and Space Administration 
in the near future. The locations are as follows: Langley Aero- 
nautical Laboratory, Hampton, Va., $16,583,000; Ames Aeronau- 
tical Laboratory, Moffett Field, Calif., $4,321,000; Lewis Flight 
Propulsion Laboratory, Cleveland, Ohio, $8,892,000; Pilotless 
Aircraft Station, Wallops Island, Va., $137,000. Permits when 
necessary a variation of 5 percent in any of the above authoriza- 
tions. Referred to the Armed Services Committee (Congressional 
Record, p. 5388). 

April 2. President Eisenhower in a message to Congress proposed the 
establishment of a National Aeronautics and Space Agency into 
which the National Advisory Committee for Aeronautics would 
be absorbed. This agency was to have responsibility for civilian 
space science and aeronautical research. It would conduct 
research in these fields in its own facilities or by contract and 
would also perform military research required by the military 
departments. Interim projects pertaining to the civilian pro- 
gram which were under the direction of the Advanced Research 
Projects Agency would be transferred to the civilian space agency. 
A National Aeronautics and Space Board, appointed by the 
President and composed of eminent persons outside the Govern- 
ment agencies (with at least one member from the Department 
of Defense), was to assist the President and the director of the 
National Aeronautics and Space Agency (Congressional Record, 

. 5489). 

April 3. Senator Case of South Dakota introduced S. 3604, Astro- 
nautics Act of 1958, to amend the act of March 3, 1915, which 
established the National Advisory Committee for Aeronautics. 
Purpose: To establish the National Astronautics Agency, and for 
other purposes. The bill was referred to the Special Committee 
on Space and Astronautics (Congressional Record, p. 5526). 

April 14. Senators Lyndon B. Johnson and Bridges introduced (by 
request) S. 3609, the National Aeronautics and Space Act of 
1958, to provide for research into problems of flight within and 
outside the earth’s atmosphere, and for other purposes. This is 
the administration’s bill implementing the President’s message 
of April 2 (Congressional Record, p. 5623). The bill was referred 
to the Special Committee on Space and Astronautics (Congres- 
sional Record, p. 5631). The same bill was introduced in the 
House as H.R. 11881, Mr. McCormack (Congressional Record, 
p. 5661); H.R. 11882, Mr. Arends (Congressional Record, p. 
5661); H.R. 11887, Mr. Haskell (Congressional Record, p. 5661); 
H.R. 11888, Mr. Keating (Congressional Record, p. 5661); H.R. 
11946, Mr. Natcher (Congressional Record, p. 5915); H.R. 11961, 
Mr. Frelinghuysen (Congressional Record, p. 5915); H.R. 11964, 
Mr. Fulton (Congressional Record, p. 5915); and H.R. 11996 
Mr. McDonough (Congressional Record, p. 6016). 

Senate Special Committee on Space and Astronautics pub- 
lished a committee print, ‘Compilation of Materials on Space 
and Astronautics, No. 2.” Prepared by the staff. Designed to 
provide additional background material for members of the 
committee. 
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April 15-May 12. House Select Committee on Astronautics and 
Space Exploration held public hearings on H.R. 11881 (Con- 

essional Record, p. 5661). The hearings were printed. 

April 24. S. 3609 was referred by the Senate Special Committee on 
Space and Astronautics to State, Defense, National Science 
Foundation, Atomic Energy Commission, Commerce, National 
Academy of Science, National Advisory Committee for Aero- 
nautics, Federal Communications Commission, and Civil Service 
Commission for reports. No unfavorable reports were received. 

April 25. In accordance with provision of Senate Resolution 256, the 
following measures were rereferred to the Special Committee on 
Space and Astronauties: S. 3000, S. 3117, S. 3126, S. 3180, S. 3233, 
and Senate Concurrent Resolution 53 (Congressional Record, 
p. 6531). 

May 6-8. Senate Special Committee on Space and Astronautics held 
public hearings on S. 3609. The hearings were printed. 

May 13. Mr. McCormack introduced House Concurrent Resolution 
326, which expresses the belief of the Congress that the nations of 
the world should join together to promote the peaceful exploration 
of outer space and that the United States should strive, through 
the United Nations or other appropriate means, for an interna- 
tional agreement banning the use of outer space for military 
purposes. Referred to the Foreign Affairs Committee (Congres- 
sional Record, p. 7731). 

May 20. House Foreign Affairs Committee held public hearings on 
House Concurrent Resolution 326. Hearings printed. 

Mr. McCormack introduced H.R. 12575, a clean bill in lieu of 
H.R. 11881. Numerous modifications were made from the 
original proposal, including broadening and clarifying the scope 
of the space agency, changing its name to the National Aero- 
nautics and Space Administration, giving greater authority to 
the Director, establishing statutory liaison committees with the 
Defense Department and the Atomic Energy Commission, 
providing for greater dissemination of information, and authoriz- 
ing greater international cooperation. Referred to the Select 
Committee on Astronautics and Space Exploration (Congres- 
sional Record, p. 8133). 

May 21. The House Select Committee on Astronautics and Space 
Exploration published House Report No. 1758, entitled ‘The 
National Space Program.”’ 

May 23. House Foreign Affairs Committee approved House Con- 
current Resolution 332 (a revision of H. Con. Res. 326). House 
Report No. 1769. 

May 24. House Select Committee on Astronautics and Space Explora- 
tion approved H.R. 12575. House Report No. 1770. 

May 27. Mr. Albert introduced House Resolution 580, to amend the 
Rules of the House to provide for a 25-member Standing Com- 
mittee on Science and Astronautics. This committee would have 
jurisdiction over astronautical research and development, Bureau 
of Standards, NASA, National Aeronautics and Space Council, 
National Science Foundation, exploration of outer space, science 
scholarships, and scientific research and development. Refe 
to the Rules Committee (Congressional Record, pp. 8637, 8841). 
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May 29. House Resolution 580 reported from the Rules Committee. 

Report No. 1837 (Congressional Record, p. 8841). 

June 2. House adopted House Concurrent Resolution 332 by voice 
vote. Referred to the Senate. 

House passed H.R. 12575 by voice vote (Congressional Record, 

pp. 8892-8918). 

June 3. House Concurrent Resolution 332 was referred to the Senate 
Committee on Foreign Relations (Congressional Record, p. 8941). 

June 11. Senate ial Committee on peas and Astronautics 
reported favorably an amended S. 3609. nate Report No. 1701. 
This version made numerous modifications of the original 
including broadening and clarifying the scope of the agency, 
establishing a saweeteh Space Policy Board with a staff, alee. 
ing @ program of international cooperation, and establishing a 
Joint Committee on Aeronautics and Space (Congressional 
Record, p. 9829). 

June 16. Senate passed H.R. 12575 by voice vote after substituting 
the language of S. 3609 as amended. The Senate insisted on its 
amendments, asked for conference. Appointed as conferees 
Senators Johnson of Texas, Russell, Green, McClellan, Magnuson 
Bridges, Wiley, Hickenlooper, and Saltonstall (Congressional 
Record, pp. 10229-10246). 

June 18. The House agreed to a conference on H.R. 12575 and 
appointed as conferees Messrs. McCormack, Brooks of Louisiana, 
Hays of Arkansas, O’Brien of New York, Metcalf, McDonough, 
Fulton, Keating, and Ford (Congressional Record, p. 10487). 

June 19. Senate Foreign Relations Committee reported House 
Concurrent Resolution 332 to the Senate. Report No. 1728 

_  (Congressiona! Record, p. 10542). 

June 20. Federal Employees Salary Increase Act of 1958 (Public 
Law 85-462) approved. In general, this act raised the pay of 
all Federal employees by 10 percent. 

June 30. Mutual Security Act of 1958 (Public Law 85-477) ap- 
proved. Contains a section amending the Agriculture Trade 
Development and Assistance Act to allow the use of counterpart 
funds to collect, collate, translate, abstract, and disseminate 
scientific and technological information and to conduct and sup- 
port scientific activities overseas including programs and projects 
of scientific cooperation between the United States and other 
countries. 

duly 7. H. R. 11805 reported from the House Armed Services Com- 
mittee. Report No. 2118. 

Public Law 85-507, Government Employees Training Act, 

approved. This act allows Federal agencies, in accordance with 
regulations by the Civil Service Commission, to pay all or part 
of the salary of employees selected and assigned for training at 
Government or non-Government facilities, and to pay tuition 
and other expenses. This act repealed Public Law 81-472 under 
which NACA had previously trained their employees. 

July 11. Public Law 85-510 approved. This act amends the National 
Science Foundation Act to allow the NSF to initiate and ~_e rt 
a program of study, research, and evaluation in the field of 
weather modification. The NSF shall consult with meteorolo- 

gists and scientists in private life and with agencies of the Gov- 





proposal 
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ernment interested in, or affected by, experimental research in 
the field of weather control. 

July 15. Senators Lyndon B. Johnson and Bridges introduced Senate. 
Resolution 327 to create a Standing Committee on Aeronautical 
and Space Sciences. This would be a 15-member committee and 
would have jurisdiction over NASA and aeronautical and space 
activities, as defined by the National Aeronautics and Space Act 
of 1958, except those which are peculiar to or primarily associated 
with the development of weapons systems or military operations, 
The committee would also have jurisdiction to survey and review, 
and to prepare studies and reports upon, aeronautical and space 
activities of the Government including the military. Referred 
to the Rules Committee (Congressional Record, p. 12534). 

Senate and House conferees met on H.R.12575. The con- 
— agreed on a compromise measure and filed House Report 
o. 2166. 

July 16. Conference report (H. Rept. 2166) on H.R. 12575 was agreed 
to both in the House (Congressional Record, p. 12737) and the 
Senate (Congressional Record, p. 12737) by voice vote. 

July 21. The House approved House Resolution 580, to amend the 
Rules of the House to provide for a 25-member Standing Com- 
mittee on Science and Astronautics. Action concluded (Congres- 
sional Record, p. 13245). 

July 23. Senate approved House Concurrent Resolution 332 (a revi- 
sion of H. Con. Res. 326) expressing the desire of Congress for 
the peaceful exploration of outer space. Action concluded 
(Congressional Record, p. 13518). 

Senate Resolution 327 reported from the Rules Committee, 
with amendment. Report No. 1925 (Congressional Record, 
p. 13448). 

H.R. 11805 passed the House (Congressional Record, p. 
13432). 

July 24. Senate Resolution 327 agreed to by the Senate. Action 
concluded (Congressional Record, p. 13628). 

H.R.11805 was referred to the Senate Special Committee on 
Space and Astronautics (Congressional Record, p. 13734). 

July 29. H. R. 12575 approved by the President as Public Law 85-568, 
the National Aeronautics and Space Act of 1958. This act con- 
tains a declaration of policy and purpose; definitions; establishes 
the National Aeronautics and Space Council with staff as an 
advisory group to the President on matters of overall space 
policy, development of a comprehensive program, allocation of 
responsibility, and settling of differences; provides for an Admin- 
istrator and Deputy Administrator; defines the functions of the 
new agency; establishes a military-civilian liaison committee; 
authorizes international cooperation; and requires reports to the 
Congress. It also provides for the transfer of NACA and related 


functions; public access to information; security; patent and 
property rights and contributions awards; and an authorization 
for appropriations. Upon signing the act, the President stated, 
in part: 

“The new act contains one provision that requires comment. 
Section 205 authorizes cooperation with other nations an 
groups of nations in work done pursuant to the act and in the 
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peaceful application of the results of such work, pursuant to 
international agreements entered into by the President. with 
the advice and consent of the Senate. I regard this section 
merely as recognizing that international treaties may be made 
in this field, and as not precluding, in appropriate cases, less 
formal arrangements for cooperation. To construe the section 
otherwise would raise substantial constitutional questions.” 

July 30. H.R. 11805 reported from the Senate Special Committee 
on Space and Astronautics without amendment. Executive 
hearings not printed. Report No. 2042 (Congressional Record, 

. 14186). 
July 31. = 11805 passed by the Senate (Congressional Record, 
. 14855). 
5 Senator Johnson introduced S. 4208, to authorize appropria- 
tions to the National Aeronautics and Space Administration for 
construction and other purposes. Purpose: Authorizes appro- 
priation of $47,800,000 for acquisition or condemnation of real 
property, for plant and facility acquisition, construction or 
expansion, and for other items of a capital nature as follows: 
Pilotless aircraft station, Wallops Island, Va., $24,500,000; Space 
Projects Center, vicinity of Washington, D.C., $3,750,000; 
various locations, equipment and instrumentation, $19,550,000. 
Permits when necessary a variation of 5 percent in any of the 
above authorizations. S. 4208 was reported as an original bill 
from the Special Committee on Space and Astronautics, Report 
No. 2076 (Congressional Record, p. 14343). Also introduced in 
the House as H.R. 13619 by Mr. McCormack (Congressional 
Record, p. 14493). 
August 1. S. 4208 passed by the Senate (Congressional Record, 
. 14510). House Select Committee on Astronautics and Space 
exploration approved H.R. 13619 following public hearings. 
Hearings printed. 

August 4. House passed S. 4208 and tabled H.R. 13619 (Congres- 
sional Record, p. 14713). 

August 6. Department of Defense Reorganization Act of 1958 
(Public Law 85-599) approved. This,.act contains a section 
creating a Director of Research and Engineering. This Director 
has the following duties: (1) To be the principal adviser to the 
Secretary of Defense on scientific and engineering activities in 
the Department of Defense; and (2) to direct and control (includ- 
ing their assignment or reassignment) research and engineering 
activities that the,Secretary of Defense deems to require cen- 
tralized management. Another section of this act reiterates the 
authority (first enunciated in Public Law 85-325, approved 
February 12) of the Secretary of Defense to engage in advanced 
research projects and for 1 year to engage in advanced space 
projects as may be auinheied by the President. 

ouse voted an additional $85,000 for the Select Committee 
on Astronautics and Space Exploration. House Resolution 635, 
House Report No. 2468 (Congressional Record, p. 15039). 

August 8. H.R. 11805 to authorize the construction of aeronautical 
enn by the NACA approved by the President (Public Law 
85-617). 
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August 14. S. 4208, to authorize appropriations to the National Aero- 
nautics and Space Administration for construction and other 

pu s, approved by the President (Public Law 85-657). 
omination of Dr. T. Keith Glennan to be Administrator, and 
Dr. Hugh L. Dryden to be Deputy Administrator, of NASA. 
Hearings held by the Senate Special Committee on Space and 
Astronautics. Open hearings printed; executive hearings not 

printed. _.eported favorably to the Senate. 

August 15. The Senate confirmed the appointments of Dr. T. Keith 
Glennan to be Administrator, and br. Hugh L. Dryden to be 
Deputy Administrator, of NASA. 
August 23. The Federal Aviation Act of 1958 (Public Law 85-726) 
approved. The Administrator of the new Federal Aviation 
Agency has bioad powers to regulate and control the safe and 
efficient use of airspace including the location of airports, landing 

areas, and missile and rocket sites. 

August 24. The Senate appointed members to the new Standing Com- 
mittee on Aeronautical and Space Sciences: Senators Lyndon B. 
Johnson (chairman), Hayden, Russell; Green, Magnuson, Ander- 
son, Kerr, Symington, Bridges, Wiley, Hickenlooper, Saltonstall, 
Bricker, Mrs. Smith of Maine, and Javits (Congressional Record, 
p. 18083). 

August 25. Public Law 85-749 approved. This act allows a Federal 
agency to pay for the travel and transportation costs for certain 
persons hired by the Government in selected critical professions, 
provided they agree to remain employed for 1 year. Included 
are the natural and mathematical sciences, engineering, archi- 
tectural fields, and related positions for which there is:a man- 

power shortage as determined by the Civil Service Commission. 

August 27. H.R. 13450, supplemental 'a priations bill for fiscal 
1959, was approved by the President (Public Law 85-766). The 
new space agency, NASA, was appropriated $5 million for salaries 
and expenses, $50 million for research and development, afd 
$25 million for construction and equipment. This law also con- 
tained the following section: “No appropriation may be made.‘to 
the National Aeronautics and Space Administration for any 

riod prior to June 30, 1960, unless previously authorized by 
egislation hereafter enacted by the Congress.” 

August 28. H.R. 13856, independent offices ap eee for fiscal 
1959, was approved by the President (Pub ic Law 85-844). 
NACA was appropriated $78 million for salaries: and expenses 
and $23 million for construction and equipment. There moneys, 
along with other functions and obligations of NACA, transferred 
to the new National Aeronautics and Space Administration upon 
the effective date of the transfer as provided in the National 
Aeronautics and Space Act of 1958. 

Public Law 85-795 approved. This act allows the head of 
any Federal agency to detail for a period not exceeding 3 years 
any employee of his agency to an international organization in 
which the United States Government participates. 

September 4. In accordance with sections 201(a)(6) and. (7) ofthe 
National Aeronauties and Space Act, the President appointed 

four members to the National Aeronautics and Space Council, 
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as follows: Dr. Alan T. Waterman, Dr. James H. Doolittle, Dr. 
Detlev W. Bronk, and Mr. William A. M. Burden. 

September 6. Extension of the Agricultural Trade Development and 
Assistance Act approved (Public Law 85-931). This act includes 
a provision authorizing the Librarian of Congress, in consultation 
with the National Science Foundation and other interested 
agencies, to utilize Public Law 480 (counterpart) funds for financ- 
ing an intensified and expanded program for the collecting and 
assembling of scientific, technical, and cultural information out- 
side the United States. we 
— Public Law 85-934 approved. This act allows heads of 
Government agencies authorized to enter into contracts for basic 
scientific research at nonprofit institutions, to be further author- 
ized to make outright grants to such institutions when deemed 
necessary. Title to equipment purchased with such grant or 
contract funds may also be given to the institution. 

September 25. Federal Register Document 58-8030. Proclamation 
by T. Keith Glennan organizing the National Aeronautics and 
Space Administration as of close of business September 30, 1958. 

October 1. Executive Order 10783, Federal Register Document 
58-8196. Transfer from Department of Defense to NASA of 
all functions in connection with (1) United States scientific 
satellite project (Project Vanguard) and (2) certain specific 
projects of ARPA and Department of Air Force relating to 
space activities. 

October 13. “Control and Reduetion of Armaments,” final report of 
the Senate Committee on Foreign Relations, Subcommittee on 
Disarmament. Senate Report No. 2501, “‘Part VII. Arms Con- 
trol in the Space Age,”’ pages 14, 15. 

October 15. The House Select Committee on Astronautics and Space 
Exploration published a report, “International Cooperation in 
the Exploration of Space,” prepared by the staff. 

October 30. Federal Register Document 58-9043. Exception from 
competitive service of 30 alien scientists having special qualifica- 
tions in the fields of aeronautical and space research where 
Administrator of NASA deems to be necessary in public interest. 

October 31. Federal Register Document 58-9267. Notice of amend- 
ment to construction permit by AEC extending to January 5, 
1959, the latest completion date for NASA’s zero power research 
reactor located at Lewis Research Center near Cleveland, Ohio. 

November 20. Federal Register Document-58—9696. Exception from 
competitive service in NASA of administrative assistant to the 
Director of Planning and Evaluation. 

December 3. Executive Order 10793, Federal Register Document 58- 
10116. Transfer from Department of Defense to NASA of 
functions of Department of the Army being performed at jet 
propulsion laboratory of California Institute of Technology 
except so much relating primarily to military operations and 
weapon system development programs of Department of the 


my. 

December 4. Federal Register Document 58-10286. Establishment 
of the NASA Inventions and Contributions Board within NASA 
and appointment of members of Board. 
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December 8. Federal Register Document 58-10174. Exception from 
competitive service in NASA of 40 scientific specialists to be 
engaged on special research projects. 

December 22. The House Select Committee on Astronautics and 
Space Exploration published a committee print, “Survey of 
Space Law.’”’ An analytical survey prepared by the staff. 

December 29. The House Select Committee on Astronautics and 
Space Exploration published a committee print, ‘The Inter- 
national Geophysical Year and Space Research.” A review 
of IGY accomplishments with emphasis on space research pre- 
pared by the staff. 

December 31. Senate Special Committee on Space and Astronautics 
a a committee print, “Space Law—a Symposium.” 

dited by Mrs. Eilene Galloway, special consultant to the 
committee. Contains a selection of outstanding papers and 
articles on space law, including Soviet viewpoints. 

The House Select Committee on Astronautics and Space 
Exploration published a committee print, ‘SSummary of H earings: 
Astronautics and Space Exploration.’’ A summary of the 1,500- 
page published hearings held on April 15—May 12 on H.R. 11881, 
prepared by the staff. 

1959 


January 2. The House Select Committee on Astronautics and Space 
Exploration published a committee print, ‘Space Handbook: 
Astronautics and its Applications.’”’ An authoritative review 
of the state of the art of astronautics prepared especially for the 
committee by the Rand Corp. 

"= The House Select Committee on Astronautics and Space 
i 


n 


npenredion published a committee print, ‘“The Next 10 Years 
pace.’’ A survey of possible and probable space accomplish- 
ments casing, joe next 10 years, prepared by the staff. 


January 3. The House Select Committee on Astronautics and Space 
Exploration published House Report No. 2710, ‘““The United 
States and Outer Space,”’ The final report of this committee 
containing a summary of its actions and recommendations. 


(Note.—On February 2, 1959, President Eisenhower sent to the 
Congress (in accordance with sec. 206(b) of the National Aeronautics 
and Space Act of 1958) the first annual report of the Nation’s ac- 
tivities and accomplishments in areas of aeronautics and space.) 
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AN INVESTIGATION OF REFUGEES AND ESCAPEES 
Marca 16, 1959.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[Pursuant to S. Res. 239, 85th Cong., 2d sess., as extended] 






On January 29, 1958, the Senate agreed to Senate Resolution 239, 
which provided as follows: 


Resolved, That the Committee on the Judiciary, or any 
duly authorized subcommittee thereof, is authorized under 
sections 134 (a) and 136 of the Legislative Reorganization 
Act of 1946, as amended, and in accordance with its juris- 
dictions specified by rule XXV of the Standing Rules of 
the Senate, to examine, investigate, and make a complete 
study of any and all matters pertaining to the problems in 
certain western European nations, and in certain Near 
Eastern, Middle Eastern, and Far Eastern countries, created 
by the flow of escapees and refugees from Communist 
tyranny. 

Sec. 2. For the purposes of this resolution, the com- 
mittee from February 1, 1958, to January 31, 1959, in- 
clusive, is authorized (1) to make such expenditures as it 
deems advisable; (2) to employ on a temporary basis 
technical, clerical, and other assistants and consultants; 
and (3) with the prior consent of the heads of the depart- 
ment or agency concerned and the Committee on Rules and 
Administration, to utilize the reimbursable services, informa- 
tion, facilities, and personnel of any of the departments or 
agencies ofthe Government. 

Sec. 3. "The committee shall report its findings, together 
with its recommendations for such legislation as it deems 
advisable, to the Senate at the earliest practicable date, but 
not later than January 31, 1959. 

Src. 4. The expenses of the committee, under this resolu- 
tion, which shall not exceed $35,000, shall be paid from the 
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contingent fund of the Senate by vouchers approved by the 
oo chdirman of thé committee... | Oe 


-- =~ =“GURRENT SURVEY OF REFUGEE SITUATION 


(Statistics taken from report of United Nations High Commissioner for Refugees 
for period ending June 30 1958) 


There are in Europe today some 178,000 nonresettled refugees of 
whom more than 48,000 are still-liying in camps under conditions 
which are destructive of morale and initiative. (These figures refer 
to stateless refugees under the mandate of UNHCR.) Included in 
these figures are: . : 

(1) Refugees (called displaced_ ons) who refused to return 
to their Communist-dominated homelands when the war was 
over. 

(2) Refugees from the satellite countries who came out after 

,, the Communist seizure of power of 1946-47, but before the Iron: 

Curtain had become a reality of barbed wire and watchtowers. — 

(3) Refugees who, despite the Fron Curtain, made their way to 
Western Europe during the difficult period of 1950-56. 

(4) Some 23,000 Hungarian refugees who escaped from their 
country last winter after the Soviets had crushed the Hungarian 
revolution. @ ims 

(5) Over 19,000 ethnic German refugees in Austria (mostly 
from Yugoslavia) and,several thousand Greek: ethnic. refugees in 
Greece and Italian ethnics in Italy. 

_(6) More than 14,000 Yugoslavs who have escaped during the 
first 10 months of 1957. 

“(7) Several thousand passport refugees of various satellite 
nationalities who have made their bid for freedom while traveling 
with legitimate passports to East Germany or to western Euro- 
pa countries, in most cases for business, professional, or scho- 
astic reasons. : 

Compared ‘to the millions of refugees and displaced persons who 
have already been moved, the number of 178,000 nonresettled refugees 
remaining in Europe seems small. With the exception of recent 
escapees, however, resettlement for the European refugees, ‘both in 
camp and out of camp, is bound to be more difficult than it.was in the 

ast. “In ‘the first place, selection for immigration has generally 

en carried out on narrow preferential grounds rather than humani- 
tarian. The selection missions of the receiving countries, quite under- 
standably, accorded priority to the young and the ablebodied and the 
highly skilled. * 

"ls addition it is reported, that the Yugoslavs are continuing to 
come out at the rate ol seiversl thousand a month; that there are some 
10,000 White Russian refugees in Hong a who are faced with 
the crisis of having transportation provided for them’’and finding 
a country of asylum or of being sent back to Communist China. 

The refugee situation in the Middle East is the most critical in the 
world today. Mr, Henry Labouisse, the Director General of the Arab 
Refugee Program, has recently made a study and according to his 
figures, nearly 1 million uprooted Arabs are condemned to the grim 
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‘death-in-life existence in refugee camps. These refugees from Pales- 
tine are distributed as follows: 








The United States at the present time has no special program for 
the admission of refugees oan escapees, although we are encouraging 
these people to come from behind the Iron Curtain, and most of them 
have risked their lives in doing so. 


WORK OF THE SPECIAL SUBCOMMITTEE 


During the period embraced by Senate Resolution 239, hearings were 
held on the subject of the White Russian refugees in Hong Kong and 
also on the subject of the admission of a certain number of Armenian 
refugees. The hearing on the White Russian refugees was held on 
December 3, 1958. Under date of December 24, 1958, the chairman 
of the special subcommittee received a letter from the Deputy Admin- 
istrator for Refugee Programs, Bureau of Security and Consular 
Affairs, Department of State, which reads in part as follows: 


You will be interested in knowing that we have this week 
allocated additional funds to the Intergovernmental Com- 
mittee for European Migration (ICEM) to enable that organ- 
ization to move more refugees from Hong Kong to other 
countries of resettlement. This contribution was possible 
because the United States was within the 45-percent match- 
ing limitation on ICEM contributions and the Department 
felt circumstances justified making this contribution of funds 
previously appropriated but not as yet utilized. 

As a result of our action and contributions from Canada, 
Australia, and Great Britain, [CEM now has funds sufficient 
to move approximately 800 White Russians. After January 
1, 1959, the United States will be in a position to give 
additional funds to ICEM for the purpose of moving people 
for the next 4 or 5 months. We, of course, hope mt expect 
other countries to continue to be generous in this program. 

In addition, the special subcommittee chairman called five executive 
meetings. 

The staff has maintained liaison with the various branches of the 
executive departments concerned with refugee and migration matters. 
The general counsel has held informal conferences with the heads of the 
— voluntary agencies and nationality groups in this city and 

oston. 

Finally, the subcommittee has handled an extensive workload of 
referral items from Senators’ offices as well as a great deal of foreign 
correspondence, all of which pertains to migration matters and which 
necessitates considerable hours of work. 
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The United Nations Executive Committee of the General Assembly 
adopted the following resolution which would designate 1959 as World 
Refugee Year: 


Resotutions Nos. 1285 anp 1286 (XIII). Apoprep sy 
THE GENERAL ASSEMBLY AT Its THIRTEENTH SESSION 


1285 (XIII). WORLD REFUGEE YEAR 


The General Assembly, 


Hawing considered the report of the United Natioris High 
Commissioner for Refugees, together with the resolution 
adopted by the Executive Committee of the United Nations 
Refugee Fund at its ninth (special) session on 26 September 
1958, 

Convinced of the need to make a further world-wide effort to 
help resolve the world refugee problem, 

Having considered the proposal for a World Refugee Year 
to begin in June 1959, 

Noting that this proposal has twe aims, namely: 

(a) To focus interest on the refttgee problem and to en- 
courage additional financial contributions from Governments, 
voluntary agencies and the general public for its solution, 

(6) To encourage additional opportunities for permanent 
refugee solutions, through voluntary repatriation, resettle- 
ment or integration, on a purely humanitarian basis and in 
accordance with the freely expressed wishes of the refugees 
themselves, 

1. Urges States Members of the United Nations and mem- 
bers of the specialized agencies to co-operate, in accordance 
with the national wishes and needs of each country and from 
a humanitarian point of view, in promoting a World Refugee 
Year as a practical means of securing increased assistance for 
refugees throughout the world; 

2. Requests the Secretary-General to take such steps as he 
may think fit to assist in the promotion of a World Refugee 
Year in accordance with the present resolution. 

782nd plenary meeting, 
5 December 1958. 








Calendar No.:95 


86TH CONGRESS t SENATE | Report 
1st Session No. 106 






















MEADOW SCHOOL DISTRICT 


Marcu 16, 1959.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany §S. 1075] 






The Committee on the Judiciary, to which was referred the bill (S. 
1075) to provide for the reimbursement of Meadow School District 
No. 29, Uwhan. N. Dak., for loss of revenue resulting from the ac- 
quisition of certain lands within such school district by the Depart- 
ment of the Interior, having considered the same, reports favorabl 
thereon with an amendment and recommends that the bill, as amended, 
do pass. 

AMENDMENT 





On page 2, line 7, following the word “Act”, strike the words “in 
excess of 10 per centum thereof”. 


PURPOSE OF THE AMENDMENT 







The purpose of the proposed amendment is to eliminate payment 
of attorney’s fees from the award provided in this legislation. The 
attorney involved in this claim has advised the committee that he is 
making no charge for his services. 


PURPOSE 











The purpose of the proposed legislation, as amended, is to Bay the 
sum of $5,197.56 to the eadow School District No, 29, am, 
N. Dak., in full settlement of the district’s claim against the United 
States for reimbursement of loss of revenue resulting from the acquisi- 
84007 
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tion by the United States Government, Department of the Interior, of 
approximately 30 percent of the lands within such school district for a 
wildlife refuge. 

STATEMENT 


S. 1075 is identical to S. 212 of the 85th Con , which was re- 
ported favorably by the committee and passed b the Senate on August 
5,1957. No action was taken in the House. The committee is of the 
view that the bill, S. 1075, as amended, is meritorious and again recom- 
mends it to the favorable consideration of the Senate. The facts and 
circumstances surrounding this legislation are contained in Senate 
Report No. 636 of the 85th Congress and are as follows: 


In 1929 the Meadow School District No. 29, Upham, N. 
Dak., had a bonded indebtedness that was due to expire in 
1947. In 1935, the U.S. Government took title to 7,020.07 
acres which were located within the school district and a part 
of the lands to be used for the Lower Souris Refuge. In 1935 
valuation of the property taken by the Government based on 
the 50 percent valuation was $43,574. In that year the mill 
rate for the school district was 9.94. This mill rate was for 
interest and sinking funds on the bonded indebtedness. The 
amount that the mill rate would produce on the value of the 
land taken by the Government would amount to $433.13. 
Applying that amount to the number of years that the bond 
issue had yet to run (12 years) makes the sum $5,197.56, 
that the Government should have paid to the school dis- 
trict toward the apples of the retirement of the bonded 
indebtedness at the time the property was taken. How- 
ever, when this property was condemned no moneys were paid 
to the school district as reimbursement for the withdrawal of 
these lands which had been supplying their share of the bur- 
den represented by the bonded indebtedness. 

Before the Government acquired these lands for a duck 
refuge, Meadow School District contained approximately 
23,040 acres. Thus the Government reduced the acreage in 
this school district by 30.37 percent of the total acreage. 

The Department of the Interior in reporting on this claim 
recommends against it on the basis of the provisions of sec- 
tion 401 of the act of June 15, 1935 (49.Stat. 383), as amended. 
As a result of this act, McHenry County, in which the 
Meadow School District is located, has received through fiscal 
year 1953 a total of $23,092.10, representing 25 percent of the 
sales of surplus products and other privileges from the lands 
which were acquired for the Lower Bante ational Wildlife 
Refuge. This payment, however, is made directly to the 
counties by the Department of the Treasury upon warrant 
by the Fish and Wildlife Service and according to law is to 
be expended by ‘the counties for school and road purposes. 
No further restrictions, limitations, or controls are placed on 
the counties in the expenditure of these funds and the inequi- 

table distribution of these funds is therefore the responsibility 
of the counties. 
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These funds are paid to the counties in lieu of taxes and no 
further provision of law is made for the reimbursement to 
local taxing authorities for the removal of such lands from the 
tax rolls for Federal pu Correspondence on file with 
the committee indicates that the Meadow School District re- 
ceives only about $175 of this money paid tothe county. This 
correspondence also indicates that the Meadow School Dis- 
trict provides education for 10 children of employees of the 
Fish and Wildlife Service of the Department of the Interior, 
residing on the Lower Souris Refuge. 

_ Despite the recommendation of the Department of the In- 
terior, the Committee on the Judiciary believes that this legis- 
lation should be approved. By the purchase of this land the 
Government has reduced the amount of taxable land for the 
school district and has at the same time reduced the number of 
taxpayers contributing to the retirement of the bonded in- 
debtedness. If this were a private transaction the purchaser 
would be charged.with his pro rata.share of.the taxes. The 
committees does not feel that the Government should in this 
case mat liability to the school district because of its sov- 
ereignty but believes, instead, it should be required to assume 


responsibility, commensurate with that of a private purchaser. 
Also, it is important to recall that this school district was 
never a party to the transactions between the private owner 
and the Government, 

Information before the committee indicates that this is the 
only school district from which lands were taken for the 


refuge which then had a bonded indebtedness. 

_It is obvious to the committee that the moneys received 
by the county under the general provision of law furnished 
inadequate financial aid to a school district within the county 
for the loss of revenue which it suffered. Therefore, the com- 
mittee does not feel that the general statute authorizing such 

ayment should represent a bar to the payment of this claim. 

t seems to the committee that it is inequitable for the Gov- 
ernment of the United States to requisition land such as this 
without appropriate restitution for the hardship occasioned 
by such taking. The committee, therefore, recommends fa- 
vorable consideration of this legislation, as amended. 

Attached to this report is the report of the Department of 
the Interior referred to earlier, a letter from the McHenr 
County State’s attorney. addressed ,to the sponsor of this 
legislation, a letter addressed to the sponsor from the Fish 
and Wildlife Service, a letter from the U.S. Department of 
the Interior under date of December 29, 1951, and a letter 
from a member of the Meadow School: District under date of 
December 10, 1951. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 9, 1954. 
Hon. Wii11am Laneer, 
Chairman, Committee on the Judiciary, 
US. Senate, Washington, D.C. 


My Dear Senator Lancer: Reference is made to your 
request for a report on S. 3076, a bill to provide for the reim- 
bursement of Meadow School District No. 29, Upham, 
N. Dak., for loss of revenue resulting from the acquisition 
of certain lands within such school district by the Depart- 
ment of the Interior. 

I recommend against enactment of the proposed legislation. 

The bill would authorize and direct the Secretary of the 
Treasury to pay to Meadow School District No. 99, Upham, 
N. Dak., “the sum of $5,197.56 in full satisfaction of such 
school district’s claim against the United States for reim- 
bursement of loss of revenue resulting from the acquisition 
by the U.S. Department of the Interior of approximately 
30 percent of the lands within such school district for a 


wildlife refuge, such amount representing the equitable share 
of such schoo] district’s bonded indebtedness remaining due 
against such lands acquired by the Department of the In- 
terior at the time of such acquisition.” The Congress has 
not generally recognized claims of this nature, and it is not 
believed that the circumstances involved here justify any 
exception. On the Se ee it would appear that McHenry 


County, within which Meadow School District No. 29 lies, 
already has received for both school and road purposes sev- 
eral times over the amount claimed in the bill in accordance 
with other legislation. The records of this Department show 
that under the provisions of section 401 of the act of June 15, 
1935 (49 Stat. 383), as amended. McHenry County has re- 
ceived through fiscal year 1953, $23,092.10, representing 
25 percent of sales of surplus products and other privileges 
from the lands which were acquired for the Lower Souris 
National Wildlife Refuge. 

It is interesting to note that.in 1936 the Fish and Wildlife 
Service (then the Bureau of Biological Survey) estimated 
that the loss of revenue from the lands acquired by the United 
States approximated 11.26 percent as compared with the total 
bonded debt of the school district which then amounted to 
$23,800. This 11.26 percent represented $2,679.88. By add- 
ing 5 percent interest to this figure, there results a total which 
is almost equal to the amount of the claim indicated in S. 
3076. It also was indicated at that time that the county’s 
share of the revenue accruing from the sale of surplus prod- 
ucts and the grant of privileges on the refuge probably would 
equal or exceed loss of revenues to the county by reason of the 
removal of these properties from the tax rolls. It appears 
that’ the county has received-many times over the:amount of 
the loss of tax revenues. 
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I have been advised by the Bureau of the Budget that there 
is no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 
F. E. Wormser, 
Assistant Secretary of the Interior. 


McHenry County Srates ATrorney, 
Towner, N. Dak., December 23, 1953. 
Senator Wriu1AmM Lancer, 
Senate Office Building, Washington, D.C. 

Dear Str: The school directors of Meadow School District 
No. 29 of Upham, N. Dak., have requested me to write you 
concerning their problem with the refuge near Upham. I 
believe that they ye discussed this matter with you at one 
time when you were in the Leland Parker Hotel in Minot. 

What they wanted to bring up with you is as follows: 

In 1929 the school district had a bonded indebtedness that 
was to expire in 1947. In 1935, the U.S. Government took 
title to 7,020.07 acres, all of which was located in this school 
district. The 1935 valuation of the property taken by the 
Government, based on the 50-percent valuation, was $43,574. 
In that year the mill rate for the school district was 9.94. 
This mill rate was for interest and sinking fund on the 
bonded indebtedness. The amount that this mill rate would 
produce on the value of the land taken by the Government 
would amout to $433.13 to apply on the bonded indebtedness. 
Applying the amount of $433.13 to the number of years that 
the bond issue had yet to run, 12 years, would make $5,197.56 
that the Government should have paid to this school district 
toward the application of the retirement of the bonded in- 
debtedness. For some reason or other, the bonded indebted- 
ness was not taken into consideration by the Government at 
the time they purchased the land. 

The following information may be of some value to you, 
at least it is interesting figures. Before the Government ac- 
quired:this land for a-duck refuge, Meadow School District 
contained approximately 23,040 acres. There was taken by 
the Government, as mentioned above, 7,020.07 acres. The 
Government reduced the acreage in this school district by 
30.47 percent of the total pee a 

I believe that you could readily see that the great reduction 
in acreage, taken from this one school district, has caused a 
great deal of hardship on this district. They would appre- 
ciate any efforts that you could extend in their behalf in hav- 
ing a bill passed so that they could recover the amount that 
the land taken should bear to the bonded indebtedness. 

If there is any other information that you would like to 
have in. regard to this matter, please feel free to call on me. 

Very truly yours, 
Vicror V. Stren. 
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DepaRTMENT OF THE INTERIOR, 
FisH AND WILDLIFE SERVICE, 
Washington, D.C., December 29, 1951. 
Hon. Wriu1aM LANGER, 
US. Senate, Washington, D.C. 


My Dear Senator Lancer: I have received your communi- 
cation of December 20 with which you submit a letter from 
Mr. Bjarne Skar, member of the Meadow. School District 
relating to the providing of school facilities for children of 

veoneey employed on the Lower Souris National Wildlife 

uge. 

There is no law under which a direct subsidy can be granted 
to the Meadow School District to aid in financing the school- 
ing of children of personnel living on the Lower Souris 
Refuge. However, under section 401 of the act of June 15, 
1935 (49 Stat. 383; 16 U.S.C. 715s), provision is made for 
the payment of 25 percent of all money received during each 
fiscal year from certain operations. on national wildlife 
refuges to be paid to the county, or counties, in which such 
refuges are situated on the basis of the acreage of such project 
ineach county. This payment is made directly to the counties 
by the Department of the Treasury upon warrant by the Fish 
and Wildlife Service and, according to the law, is to be ex- 


pended by the counties for school and road purposes. No 
further restrictions, limitations, or controls are placed on the 
counties in the expenditure of these funds, and accordingly, 


it is the responsibility of the counties to expend such funds in 
an equitable manner. These funds are paid to the counties in 
lieu of taxes, and no further provision of law is made for the 
reimbursement to local taxing authorities for the removal of 
such lands from the tax rolls for Federal purposes. 
~ As mentioned in Mr. Skar’s letter, Public Laws 815 and 874 
made certain provisions for financial aid for school purposes 
where local governments encountered specific problems as a 
result of increased Federal operation in certain localities. 
Certain definite requirements were included in the law gov- 
erning the circumstances under which such financial aid could 
be granted. Presumably the school district has explored this 
possibility of securing: financial aid without successs. Pos- 
sibly, further inquiry to the Department of Commerce may 
reveal the reason why the school district was ruled ineligible. 
Our records show that during the past few years the fol- 
lowing payments have been made to McHenry County under 
section 401 of the act of June 15, 1935: » 


Paid to 
McHenry County 


Our récords also indicate that the refuge lands within the 
township in which the refuge headquarters is located aggre- 
gate about 18 percent of the lands of the refuge in McHenry 





. MEADOW. SCHOOL DISTRICT 


County. -We would surmise that Meadow Schoo] District 
sustains ‘the largest’ tangible»expense for school purposes 
as a result of operations of the Lower Souris uge as 
compared to ‘other ‘townships: within the refuge boundary. 
It would therefore appear, based on the above data, that 
there! may be justification for Meadow School District to 
petition the authorities of McHenry County for a larger pro- 
portion.of the funds made available:to McHenry County 
under section 401 of the act of June 15, 1935. It must be 
borne in mind, however, that the Federal law specifies that 
the funds made available to the county shall be expended 
for road purposes:as well as for school’ purposes, and unless 
there is a State law in this regard the authorities of McHenry 
County are free to’exercise their:own discretion in the matter. 

The Service appreciates the problem confronting the 
Meadow School District, but regrets that there is no direct 
solution which-we can offer. e feel that our refuge em- 
ployees are entitled to the same consideration insofar as being 
provided with school facilities are concerned as are any other 
citizens of the State and county, particularly since they are 
subject to the local and State laws and pay personal-property 
tax. We shall be glad to cooperate with local officials to the 
fullest extent in this matter. 

We trust that this information will be helpful to you, and 
that it may lead to a solution of the problem confronting the 
Meadow School District. 

Mr. Skar’s letter is returned herewith. 

Sincerely yours, 


Apert M. Day, Director. 





Urnam, N. Dax., December 10, 1951. 


Hon. Wiiiram Lancer, 
US. Senate, Washington, D.C. 


Dear Sir: As you know, Meadow School District where I 
am a taxpayer, the Biological Survey bought 7,200 acres of 
land in or about 1934 and 1935, on <ieh they built a group 
of buildings to house the personnel that look after Soe, 
enforce hunting laws, and take care of the general mainte- 
nance on the Lower Souris Refuge. These families have 10 
children which we educate. 

——s this year, we are paying for transportation of 
the children residing in the district, but we have refused to 
pay anything for transporting these children residing on the 
re 


Now, we would like to know why the Biological Survey 
does not pay Meadow School District a sum for the land that 
was taken out of taxation. All the district and township get 
out of them is a little personal-property tax and what they 
get for renting out pastureland and hay meadow and the 
trapping of fur-bearing animals which amounts to about $175 
to each (township and district). 
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A few years ago Con passed two laws to give financial 
aid to such distrrete. he numbers of these laws are Public 
Laws 815 and 874. 

We of Meadow School. District. applied for this money, but 
we wére told that we Were not eligible for this’aid: ‘There’is 
so much money spent on caring for and protecting the ducks, 
which in turn ruin the windrows and eat the farmers’ grain 
in the fall, that one should think a little could be spent on 
educating their children. 

The local farmers are of the opinion that the Biological 
Survey is an unnecessary nuisance. 

If you could find it possible to arrange a meeting with the 
school board and interested people of Meadow School Dis- 
trict, in order to give further details on this matter, it would 
be greatly appreciated. Thank you. 

Simeerely, — - a a 
Bsarneg Sxar, 
Member, Meadow School District. 


O 
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AMENDING TITLE 18, UNITED STATES CODE, TO PRO- 
HIBIT THE MISUSE BY COLLECTING AGENCIES OR 
PRIVATE DETECTIVE AGENCIES OF NAMES, EMBLEMS, 
AND INSIGNIA TO INDICATE FEDERAL AGENCY 


Marca 16, 1959.—Ordered to be printed 


Mr. O’Manoney, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 355} 


The Committee on the Judiciary, to which was referred the bill 
(S.355) to amend title 18 of the United States Code so as to prohibit 
the misuse by collecting agencies of names, emblems, and insignia to 
indicate Federal agency, having considered the same, reports favorabl 


ane with amendments, and recommends that the bill, as amended, 
0 pass, 


AMENDMENTS 

On page 1, in line 6, after the words “collecting agencies” insert 

the words “‘or private detective agencies”. 

On page 1, in line 9, after the word “‘obligations,” insert the words— 
or being engaged in furnishing private police, investigation or 
other private detective services, 

On page 2, in line 9, strike the words “ten years,” and insert in lieu 

thereof the words “‘one year,”. 

On page 2, following line 9, insert the following new section: 

Src. 2. The provisions of this section shall become effec- 
tive sixty days from the enactment thereof. 

On page 2, in line 10, strike the figure “2” and insert in lieu thereof 

the figure “3”, 
* 
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Amend the title to read as follows: 


To amend title 18 of the United States Code so as to 
prohibit the misuse by collecting agencies or private detec- 
tive agencies of names, emblems, ‘and insignia to indicate’ 
Federal agency. : 


PURPOSE OF AMENDMENTS 


The purpose of the amendments is to (1) bring private detective 
agencies as well as collecting agencies within the provisions of the 
prepcsed legislation, (2):make the effective date-of the proposed legis- 

tion 60 days after its enactment, and (3) reduce the maximum im- 
prisonment which may be imposed under the proposed legislation from 
10°-years to 1 year. 

PURPOSE 


The purpose of the proposed legislation, as amended, is to add a 
new section 712 to title 18 of the United States Code to prohibit the 
use by collecting agencies or private detective agencies of any emblem 
insignia, or name, or the words “national,” “Federal,” or “Unite 
States,” or the initials “U.S.” for the purpose of conveying and in a 
manner reasonably calculated to convey the false impression that such 
business is a department, agency, bureau, or instrumentality of the 
United States. 


STATEMENT 


A similar bill, S. 2017 of the 84th Congress, was favorably reported 
by the committee, with amendments, on June 25, 1956, and passed the 
Senate, with the committee amendments and a floor amendment, 
on July 2, 1956. ont 

The committee amendments in the 84th Congress were to (1) bring 
private detective agencies as well as collecting agencies within the 
provisions of the proposed legislation, and (2) make the effective date 
of the proposed legislation 60 days after its enactment. 

The amendment on the Senate floor in the 84th Congress was to 
reduce the maximum imprisonment which may be imposed under the 
proposed legislation from 10 years to 1 year, so as to bring the penalty 
into conformity with that in S. 2891 of the 84th Congress, to amend 
section 709 of title 18, which was approved by the Senate on July 3, 
1956. 

A similar bill, S. 763 of the 85th Congress, was discussed in com- 
mittee on April 1, 1957, but no action was taken on it. 

The bill before the committee, S. 355, has been amended to conform 
to S. 2017 of the 84th Congress as it was passed by the Senate. 

The committee has in its files examples of private collection agency 
use of printed matter incorporating emblems and the words ‘Unit 
States” in such a manner as to appear to be deliberately designed to 
convey the false impression that the agency is an instrumentality of 
the United States. 

. The committee has been-advised: by the Department of Justice that 
it has had complaints of similar use of the words ‘United States”. and 
the like by private detective agencies. ; 

The committee has also been advised by the Treasury Department 
that it has evidence of similar use of the words ‘“‘Treasurer’s Office,”” 
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“Disbursement Office,’”’ and the like, by private firms engaged in the 
business of locating and whereabouts of delinquent debtors. 

The committee believes that’ the proposed legislation, as amended, 
is meritorious ahd recommends it favorably. 

Attached and made a part of this a is a letter, dated September 
13, 1955, from the Department of Justice, and (2) a letter, dated 
April 29, 1957, from the Treasury Department. 


DEPARTMENT OF JUSTICE, 
Washington, D.C., September 13, 1956. 
Hon. Harter M. Kiicore, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 2017) to amend 
title 18 of the United States Code so as to prohibit the misuse by 
collecting agencies of names, emblems, and insignia to indicate Federal 


agency. 

eThe bill would amend title 18 of the United States Code so as to 
add to it a new section 712. The section would provide that whoever, 
“being engaged in the business of collecting or aiding in the collection 
of private debts or obligations, uses as part of the name of such 
business, or employees in any communication, correspondence, notice 
advertisement, or circular the words ‘national’, ‘Federal’, or ‘United 
States’, the initials ‘U.S.’, or any emblem, insignia, or name, for the 
purpose of conveying and in a manner reasonably calculated to convey 
the false impression that such business is a department, agency, bureau, 
or instrumentality of the United States or m any manner represents 
the United States, shall be fined not more than $10,000 and imprisoned 
not more than ten years, or both.” 

Whether legislation such as this should be enacted constitutes a 
question of policy concerning which the Department of Justice prefers 
to make no recommendation. There are certain features of the pro- 
posal, however, to which the committee may wish to give further 
consideration. The proposed legislation is of a type similar to that 
contained in present section 709, yet the penalty provided for in 
S. 2017 is substantially greater than that provided in section 709. 
Section 709 specifically provides that it “shall not make unlawful the 
use of any name or title which was lawful on the date of enactment of 
this title.” No such savings provisions is contained in the legislation 
under consideration. 

The committee may wish also to consider whether the legislation is 
likely to accomplish its primary purpose. For example, records of 
the Department of Justice indicate that complaints have been received 
concerning firms operating under styles such as ‘‘Reverification Office” 
and “Claims Office.” Such a name, when coupled with a Washington, 
D.C., mailing address, could easily cause some persons to believe that 
the organization is an agency of the United States. The question is 
raised, however, whether such firm names may be considered as “‘rea- 
sonably calculated to convey the false impression that such business is 


a department, agency, bureau, or instrumentality of the United 
States. * * *” 


59001°—59 5S. Rept., 86-1, vol. 1——53 
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© Department records also; disclose’ caoplaint that certain .private 
detective agencies have used as a part of their names. words such as 
“United States,”’ ‘‘Federal,” etc. The committee may wish, in connec- 
tion with the pending legislation, to consider this-problem as well as 
that to which the bill is addressed. set 4 

. The Bureauof the Budget has advised that there is no objection to 
the submission of this. report, : 

Sincerely, 
WituraM P. Rocers, 
Deputy Attorney General, 


ne 


Treasury DEPARTMENT, 
Washington, April 29, 1957; 
Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuatrman: The attention of this Department has 
been called to S. 763 to amend title 18 of the United States Code so as 
to prohibit the misuse by collecting agencies of names, emblems, and 
insignia to indicate Federal agency. 

The Department would like to take this opportunity to urge favor- 
able consideration of the proposed legislation. 

The records of the Department show that private firms engaged in 
the business of locating the whereabouts of delinquent debtors have 
-been operating under. names such as ‘“Treasurer’s Office,’’ “‘Disburse- 
merits Office,”’ and “Claims Office,” coupled ‘with a Washington, D.C., 
post office address. The firms mail out forms headed in the foregoing 
‘manner to the last known address of the debtor, the forms containing 
blanks to fill in which call for information such as the current address, 
current employer, and the bank with which the debtor keeps his 
funds. The forms usually carry a legend or are drawn up in such a 
manner as to lead the recipient to believe that he will receive some 
money if the form is returned completed. 

The Department is of the opinion that the above-described forms 
‘used by the so-called skip-tracing firms are conceived with the idea 
of giving the recipient the impression that they emanated from a 
Government agency and that Seed are funds due him from the Fed- 
-eral Government. ‘This is particularly true with respect to the use 
of names such as the ‘“Treasurer’s Office’ and ‘Disbursements 
Office,’ which lead the recipients to believe that the forms were sent 
‘by the Office of the Treasurer of the United States or the Division 
of Disbursement of the Treasury Department. This belief of the 
Department ‘is borne out by the fact that we have received numerous 
letters from persons’ complaining that they had returned the forms, 
but had not received their money.. The Department has no alterna- 
tive but to advise the individuals that the forms were not issued by 
.a Government agency and that no violation of the statutes enforced 
by this Department is involved. OD , 

We have been informed that the Federal Trade Commission under 


“its authority has obtained cease-and-desist orders in the case of some 
‘firms engaging in the foregoing practices. However, the Department 
-believes that the additional and more direct sanctions contained in 
S. 763 would be desirable. ene 
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The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
committee. 

Very truly yours, 
Davin W. Kenpatt, 
Acting Secretary of the Treasury. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 

Rules of the Senate, changes in existing law made by the bill, as re- 

orted, are shown as follows (new matter is printed in italics, existing 
aw in which no change is proposed is shown in roman): 


TITLE 18—CRIMINAL CODE AND CRIMINAL PROCEDURE 
* * * * * 


Chapter 33. EMBLEMS, INSIGNIA, AND NAMES 


* * * ~ * * * 


“$712. Misuse of names by collecting agencies or private detective 
agencies to indicate Federal agency 

“Whoever, being engaged in the business of collecting or aiding in the 
collection of private debts or obligations, or being engaged in furnishing 
private police, investigation, or other private detective services, uses as 
part of the firm name of such business, or employs in any communica- 
tion, correspondence, notice, advertisement, or circular the words ‘“‘na- 
tional’’, ‘Federal’, or ‘United States’’, the initials “U.S.”, or any em- 
blem, insignia, or name, for the purpose of conveying and in a manner 
reasonably calculated to convey the false impression that such business is 
a department, agency, bureau, or instrumentality of the United States or 
in any manner represents the United States, shall be fined not more than 
$10,000 and imprisoned not more than one year, or both.” 

Sec. 2. The provisions of this section s become effective sixty days 
from the enactment oe, 

Sec. 38. The analysis of chapter 33 of title 18 of the United States Code 
which immediately precedes section 701 of such title is amended by adding 
at the end thereof the following: 


“Sec. 712. Misuse of names by collecting agencies or private detective agencies to 
tndicate Federal agency.”’. O 
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86TH CoNGRESS ; { Report 
1st Session No. 109 


AMENDMENTS TO THE’ BRETTON WOODS AGREEMENTS 
ACT OF 1945, AS AMENDED 


Marca 18, 1959.—Ordered to be printed 


Mr. Futsricut, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany 8. 1094] 


The Committee on Foreign Relations, to whom was referred the 
bill, S. 1094, to amend the Bretton Woods Agreements Act, having 
considered same, reports it favorably with-amendments; and recom- 
mends that, as amended, it do pass. 


1. Main purpose of the bill 


U.S. participation in the International Monetary Fund and in the 
International ‘Bank for Reconstruction and Development (hereafter 
referred to as the Fund and the Bank) is a eeae in the Bretton 
Woods Agreements Act of 1945, as amended. This bill amends the 
act to authorize U.S. contributions to increased resources for the Fund 
and the Bank. The U.S. Governor of the Fund would be authorized 
to request and consent to an increase of $1,375 million in the quota 
of the United States in the Fund. The U.S. Governor of the Bank 
would be authorized to vote for increases in the capital stock of the 
Bank, and, if such increases become effective, to subseribe on- behalf 
of the United States to 31,750 additional shares of stock (with a par 
value of $100,000 each). In accordance with provisions of the Bretton 
Woods Agreements governing payment of subscriptions, these addi- 
tional subscriptions would be financed as public debt transactions. 
2. Nature of the Fund and the Bank 

Both the Fund and the Bank, through the means of their respective 
articles of agreement, were established as a result of the Bretton 
Woods Conference in 1944: Their official existence dates» from 
December 27, 1945. 

The Fund is a permanent international organization designed to 
promote sound foreign exchange policies, convertibility of currencies 
and stability in exchange saeetaiae To carry out its objectives, the 


1 
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Fund has at least annual consultations with members, offers technica] 
advice on monetary problems‘ and stabilization programs, and pro- 
vides a pool of currencies upon which members can draw when in 
temporary balance-of-payments difficulties. The quotas of the 
members—one-fourth paid in gold and the remainder in their own 
currencies—are the base upon which drawing rights are determined. 
Withdrawals are repaid within a maximum of 3 to 5 years, and standby 
arrangements are on an even shorter term basis—usually less than a 
year. The current quota of the United States is $2.75 billion. 

The function of the Bank is to assist the economic development of 
its member countries through advice and long-term loans to their 
governments and private enterprises covered by government guar- 
antee. Basically, such loans finance-only foreign exchange costs of 
worthwhile and soundly financed. projects, and are granted only when 
a loan cannot be obtained elsewhere under conditions considered 
reasonable by the Bank. The Bank obtains most of the funds for its 
loans from the sale of its bonds to investors and from the 20 percent 
of the capital subscriptions. of its members whiich is ‘actually paid in; 
the mailed capital forms a guarantee fund to back the Bank’s bonds. 
The current US. subscription to the Bank is $3.175 billion. 

At present, 68 free-world, countries are members of both institu- 
tions. Membership in the Fund is-a-prerequisite to membership in 
the Bank, but there is no provision that a Fund member must also 
become a member of the Bank:- Each member country appoints a 
governor or governors to represent it in the Fund and the Bank; the 
Secretary of the Treasury ‘is the U.S. Governor in: both institutions. 
Under the two Boards of Governors are Boards of Executive Directors 
which exercise general supervision over the daily operations of the 
Fund and the Bank. The voting power of a member country in each 
institution is determined primarily by the size of, its quota or sub- 
scription; the United States vote is about 26 percent in the Fund and 
approximately 28 percent in the Bank. 

he Fund and the Bank have operated so efficiently and success- 
fully that they now occupy a key position in the world economy. 
Neither has ever had a default, and the Bank has been able to build 
up strong reserves. These institutions perform at least two special 
functions which render them invaluable to international cooperation 
and development. ‘The first is their ability to marshal the resources 
of other industrialized free-world countries besides the United States 
to provide help on a sound business basis to less fortunate countries. 
This is particularly important with regard to private capital, which 
otherwise frequently would be reluctant to move into the continents 
of Asia and Africa. The second is their ability to give good economic 
advice to and urge efficient practices upon sovereign states which 
would resent such assistance and guidance from any one national 
government. The educational service which stems from this function 
should not be underestimated. 

Both the Fund and the Bank operate in close contact with other 
international and national agencies with related purposes in order 
to promote efficient practices and to obtain maximum results, 


3. Operations of the Fund | 
Since the beginning of its operations in 1946, the Fund has made 
about $4 billion available to 36 countries from its subscribed quotas, 
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which amounted to $9.2 billion at the end of 1958. Gold and: dollars 
have been by far the most important elements in these transactions, 
since @ country in payments difficulties usually buys dollars from the 
Fund. After a period, the country in question repurchases its own’ 
currency with gold or convertible currency. The Fund’s total assets 
thus do not change, but their gold and dollar composition might be 
at a very low level at any particular time. 

Larmely as a result of the exchange crises of 1956-57, which. inci- 
dentally provided the best evidence of the Fund’s value .to date, the 
Fund’s gold and dollar resources had dropped $1.4 billion at the end 
of 1958, including allowances made for standby commitments. . If 
this is measured against the $1.6 billion in drawings and almost $1 
billion in standby commitments that were incurred during 1956 and 
1957 as a consequence of the Suez crisis, it will’ be seen that the Fund 
could not now meet a demand of comparable scale in the event of a 
similar future crisis. 

One main reason why the Fund’s resources are proving inadequate 
is that the existing quotas were determined largely on the basis of 
financial conditions and international trade as they stood before World 
War II. There is a close relationship between the total imports of 
any member country and its potential need for drawings from the 
Fund. A member with oaea difficulties under currént conditions 
would be able to obtain Fund assistance only about equal to the value 
of 1 month’s imports. 


4. Operations of the Bank 


Since its early reconstruction work in Europe, the Bank has made 
most of its loans for economic development in Latin America, Asia, and 
Africa. About one-third of the Bank’s development lending has been 
for electric power, another third has been devoted to transport im- 
provement and the remainder has been for agricultural, industrial, 
and other purposes. As of December 31, 1958, the Bank had made 
well over 200 loans, amounting to $4.3 billion, in 49 different countries 
and territories. It has also provided numerous technical services, 
including survey missions, special studies, and advice on formulation 
of projects. 

The Bank has a capitalization of $10 billion, of which about $9.5 
billion has actually been subscribed. However, only 20 percent. of 
this subscription is available to the Bank for current operations: 
2 percent in gold or dollars, which is immediately usable, and 18 per- 
cent in a member’s currency, which maybe used only with the mem- 
ber’s consent. The remaining 80 percent, or guarantee fund, may be 
called only to meet the Bank’s obligations on securities which it has 
issued or guarantees it has given. | 

The entire 2 percent and about $1 billion out of a total of $1.7 
billion of the 18 percent subscribed capital have been used to date. 
Moreover, the Bank now has outstanding $1.8 billion in bond issues, 
mostly denominated in dollars. The Bank estimates that approxi- 
mately 60 percent of its bond financing has come from American 
investors and the balance from abroad. 

In this situation, the Bank’s current lending rate of almost $800 
million a year could outrun its dollar backing within the next 2 years. 
For the maximum contingent liability of the United States at present 
is $2.54 billion (i.e., 20 percent less than the $3.175 subscription). 
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Secretary of the Treasury Anderson and representatives of American 
banking firms have testified that some investors are already expressing 
concern over the relatively small remaining margin of the guarantee 
fund. It should be noted that the problem essentially involves 
arantees for new issues of dollar bonds for lending operations; there 
as been no call on the 80 percent capital and there is little likelihood 
of one unless there should be a drastic deterioration of the international 
financial situation. The sound position of the Bank has inspired great 
confidence, and the Bank’ has ‘almost $400 million in special and 
supplemental reserves. 


5. The proposed increases 


In view of the increasing evidence that the resources of the Fund 
and the Bank should be enlarged, the President last August authorized 
the Secretary of the Treasury to propose to the Boards of Governors 
that studies be made of the advisability of increasing the resources of 
both institutions. This was unanimously agreed to by the members 
at the New Delhi meeting in October 1958, 

The £xeécutive Directors of the Fund-and-the Bank-made:the studies 
and submitted reports to the Boards of Governors at the end of last 
December. The reports recommended a general 50-percent increase 
in members’ quotas in the Fund, an increase of 110 percent in the 
authorized capital of the Bank and a general 100 percent increase in 
the subscriptions of the Bank’s member countries. Among the 
resolutions were ones which would provide special increases in the 
entree ens of Canada, Germany, and Japan to the Fund and the 

ank. 

The National Advisory Council on International Monetary and 
Financial Problems! in a special report to the President and to the 
Congress in February, recommended that the United States should 
support the increases. On February 12, 1959, the President trans- 
mitted the report to Congress and requested early legislative action. 

In the case of the Fund, the increase in the United States quota will 
amount to $1.375 billion, of which 25 percent, or $344 million, will be 
paid in gold. The balance, $1,031 billion, will be held by the Fund 
in non-interest-bearing notes. ‘These would be used only at such times 
as the Fund may need to meet dollar drawings by its members. At 
the same time, it should be noted that when the Fund’s dollar holdings 
increase as a result of members’ repayments, the Fund returns cash to 
the United States Treasury and takes new notes; there have been 
years in which the Fund:returned more dollars:than it took out to 
meet new drawings. 

The full $1.375 billion increase in the United States quota would 
be included in the budget. The bill (S. 1094) provides for this increase 
through a public debt transaction in the same way as did the original 
Bretton Woods Agreement Act. 

However, the increased quotas of any of the members will not 
become effective until (1) members having 75 percent of the total 
of quotas on January 31, 1959, have notified the Fund in writing that 
they consent to increases 'in their quotas; (2) the members concerned’ 

'The National Advisory Council was created by the Bretton Woods ments Act to coordinate 
United States policies and operations regarding the Fund and the Bank with those of all Government agen- 
cies involved in foreign economic transactions. The members are the Secretary of the Treasury (chairman), 
the ies of State and Commerce, the Chairman of the Board of Governors of the Federal Reserve 


System, and the President of the Export-Import Bank. The Council hasregularly reported very favorably 


oo of the Fund and the Bank, especially in relation to United States foreign economic policy 
objectives, 
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have paid the full increases, and (3) members have satisfied the 
requirement of a minimum aggregate imerease in subscriptions to the 
Bank. There are provisions for certain slight modification of these 
requiremertits, but ‘they do not materially change them. 

n connection with the proposed increase in Fund quotas, the 
committee noted with interest that members other than the United 
States would pay a total of about $900 million in gold in the Fund. 

With respect to the Bank, the United States subscription would be 
increased. by $3.175 billion, which would make total subscription 
double that figure. Unlike the original subscriptions to the Bank, no 
part of this capital will be paid in for use in the Bank’s operations. 
The sum of $3.175 billion, therefore, appears in the budget only as new 
obligational authority. No cash expenditure will be required of the 
United States or the other members. The United States will be 
increasing its contingent liability by $3.175 billion, but only in a very 
remote contingency would the Bank call up any part of the increased 
capital subscriptions. These subscriptions will not become effective 
unless—among other provisions—at least 70 percent of new capital is 
subscribed. 

This increase would also be authorized as a public debt transaction 
under the Bretton Woods Act. In this connection, the committee 
listened with interest to Mr. John J. McCloy’s testimony regarding 
the original necessity for this provision. 


6. Committee action 


On February 12, 1959, the Senate received a message from the 
President of the United States in which he asked the Congress to— 


authorize the U.S. Governor of the International Monetary 
Fund to request and consent to an increase of 50 percent in 
the quota of the United States in the International Mone- 
tary Fund, and authorize the U.S. Governor of the Inter- 
national Bank to vote for an increase of 110 percent in the 
capital stock of the Bank, and, subject to said increases be- 
coming effective, subscribe on behalf of the United States to 
31,750 additional shares of stock of the Bank, amounting to 
a doubling of the U.S. subscription. 


This increase was recommended by the National Advisory Council on 
International Monetary and Financial Problems in a special report 
which the President simultaneously transmitted to the Congress. 
The President’s message and the special report are printed as House 
Document 77. By request, Senator Fulbright on February 17, 1959, 
introduced 8S. 1094, which embodied the administrations’ recommen- 
dations. The President’s message and the bill were both referred to 
the Committee on Foreign Relations. 

The committee began hearings on March 9, at which time Secretary 
of the Treasury Robert B. Anderson testified in favor of the bill. On 
March 12, C. Douglas Dillon, Under Secretary of State for Economic 
Affairs, continued the administration’s case. Non-Government wit- 
nesses, all of whom testified in favor of the bill, were heard on March 
17. Mr. Bert Seidman testified for the AFL-CIO, John J. MeClo 
for the American Bankers Association, and Herbert E. Harris I 
for the American Farm Bureau Federation. Statements in support 
of the measure were also received from representatives of the League 
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of Women Voters, the:U.S. Chamber of Commerce, the U.S. Council 
of the International Chamber of Commerce, Inc., the Investment 
Bankers Association of America, the National Foreign Trade Council, 
Inc., and the Business and Professional Women’s Clubs; Inc. After 
the last witness was heard on March 17, the committee went into 
executive session and ordered the bill reported favorably with two 
amendments. 


7. Amendments 


’ During the course of the committee’s consideration of S. 1094, two 
amendments were proposed and adopted. 

_* The first amendment, which appears in section 2 of the bill, involved 
striking out the language “such amounts as may be necessary” and 
inserting in lieu thereof the figure of “‘$8,675,000,000”". The com- 
mittee felt that the phraseology which authorized a public debt 
transaction without any clearly apparent monetary limitation might 
be misunderstood. It also felt that the total amount of funds available 
to the Bank and the Fund, even though the bulk thereof is not likely 
to be needed, should nevertheless appear in the bill. 

The figure of $8,675,000,000 is made up of the following com- 
ponents: 

$4,125,000,000—the total authorized public debt transaction 
in the original Bretton Agreements Act of 1945, representing the 
Fund and Bank subscriptions, after $1.8 billion of the Fund quota 
had been met by transfer from the Exchange. Stabilization 
Fund. 

$1,375,000,000—the total increased U.S. quota under the arti- 
cles of agreement of the Fund, one-fourth of which is to be in gold, 
authorized by this bill. 

$3,175,000,000—the total new U.S. subscription to the Bank 
authorized by this bill. 

Thus, although the figure of $8,675,000,000 appears in this bill, the 
total new authorization for a public debt transaction is $4,550,000,000, 
which includes the additional quota for the Fund and the sum neces- 
sary to subscribe to 31,750 additional shares of stock under the articles 
of the Bank. 

The second amendment adopted by the committee is the addition of 
section 3 to the bill. Section 3 reads as follows: ““The amendments 
made by this act shall become effective on July 1, 1959”. 

In adopting this amendment the committee took into account that 

the increased U.S. subscription to the Bank did not involve any 
actual transfer of funds requiring inclusion in the budget. 
- With respect to delaying the applicability of S. 1094 to the Fund 
until July 1, however, some objections were heard. Administration 
witnesses suggested that the sum of $1,375,000,000 for the Fund 
should be made immediately available to the Fund, and thus be carried 
as an item in the current U.S. one on the grounds that (@) urgent 
action would evidence U.S. leadership in increasing the sums available 
to the Fund, and (6) the Berlin crisis might develop heavy pressures 
on currencies which would need to turn to the Fund for assistance as 
had been the case. during the blockage of the Suez Canal. 

The committee felt, however, that passage of this bill would in and 
of itself indicate to other members of the Bank and the Fund that the 
United States continues ‘to “maintain. an abiding interest in  thein 
activities and will continue not only to support those institutions, but 
to seek to expand their activities. 
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With respect to the possibility that the Berlin crisis may result in 
heavy demands on the Fund during the next 3 months, the committee 
noted the following table indicating that the maximum drawings in 
any one year totaled $977 million (1957), and that the drawings during 
the first 11 months of 1958 were $329 million. 


Drawings during year (millions of dollars) 
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As noted in an earlier section of this report, at the end of 1958, the 
Fund’s gold and dollar resources stood at $1.4 billion. Drawings 
since the first of the year have been relatively light so that as a 
practical matter gold ‘and dollar resources at the present time are 
well over $1 billion, enough to meet demands during the next 3 
months even should such demands be at a rate two or three times 
greater than those obtaining during 1957, the year of heaviest drawings 
during the Suez crisis. - 

The Committee also noted that the increased United States quota 

in the Fund could not in any event become effective until Fund mem- 
bers having not less than 75 percent of the total quotas on January 31, 
1959, consent in writing to increase their quotas. Administration 
witnesses did not dispute the fact that increased quota payments— 
including that of the United States—even though made available to 
the Fund, could not be utilized until the above determination has 
been made and the Committee received no evidence that such a 
determination could take place prior to July. 
- Finally, the committee questioned the Honorable John J. McCloy, 
formerly President of the Bank, who represented the American Bank- 
ers Association in testimony before the committee with respect to 
whether he perceived any compelling necessity for an increase in the 
funds of the International Monetary Fund within the next 3 months. 
In his reply, Mr. McCloy referred to the Berlin situation and to the 
leadership which the United States has taken in the Bank and the 
Fund, and, then stated: “I can’t see any serious objection” to the 
3-month delay. He added: “I think generally speaking I would like 
to have it as early as possible. * * * There may be other considera- 
tions in this which are not in my kén at the moment * * *” but at 
the moment “I don’t see any.” 


8. Conclusions 


For many years the Committee on Foreign Relations has urged the 

administration to do its utmost to utilize private capital for promoting 
economic development abroad, It has also urged that independent 
nations endeavor to stabilize their currencies so that world trade may 
thereby be encour: ‘ 
- The International Bank and the Monetary Fund are international 
institutions which have encouraged the flow of private capital into 
developmental projects and promoted monetary stability. As. inter- 
national institutions they not only have served the financial needs of 
the international community, but have acted as educational institu- 
tions; often capable of promoting sound financial practices with vigor, 
forthrightness, and objectivity. 

The committee urges the Senate to enact S. 1094. 





APPENDIX 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in aaetee law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 


law in which no change is proposed is shown in roman); 


Bretron Woops AGREEMENTS AcT 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


SHORT TITLE 


Section 1. This Act may be cited as the “Bretton Woods Agree- 
ments Act.” 
ACCEPTANCE OF MEMBERSHIP 


Src. 2. The President is hereby authorized to accept membership 
for the United States in the International Monetary Fund (hereinafter 


referred to as the ‘‘Fund’’), and in the International Bank for Recon- 
struction and Development (hereinafter referred to as the ‘“‘Bank’’), 
provided for by the Articles of Agreement of the Fund and the Articles 
of Agreement of the Bank as set forth in the Final Act of the United 
Nations Monetary and Financial Conference dated July 22, 1944, and 
deposited in the archives of the Department of State. 


APPOINTMENT OF GOVERNORS, EXECUTIVE DIRECTORS, AND 
ALTERNATES 


Src. 8. (a) The President, by and with the advice and consent 
of the Senate, shall appoint a governor of the Fund who shall also 
serve as a governor of the Bank, and an executive director of the Fund 
and an executive director of the Bank. The executive directors so 
appointed shall also serve as provisional executive directors of the 

und and the Bank for the purposes of the respective Articles of 
Agreement. The term of office for the governor of the Fund and of 
the Bank shall be five years. The term of office for the executive 
directors shall be two years, but the executive directors shall remain 
in office until their successors have been appointed. 

(b) The President, by and with the advice and consent of the 
Senate, shall appoint an alternate for the governor of the Fund who 
shall also serve as alternate for the governor of the Bank. The Presi- 
dent, by and with the advice and consent of the Senate, shall appoint. 
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an alternate for each of the executive Hisectars, The alternate for 
éath executive director shall be appointed from, among individuals 
recommended. to the President by the executive director. The terms 
of office for alternates for the goyernor and the executive directors 
shall be the same as the terms spec in subsection (a) for the 
governor and executive directors, neat 2 7 
~“* (ce) No pérson sfiall be entitled to receive any salary or other com- 
pensation from the United States for services as a governor, executive 
director, or alternate. 


NATIONAL ADVISORY COUNCIL ON INTERNATIONAL MONETARY AND 
FINANCIAL PROBLEMS 


Sze, 4. (a) In order to coordinate the policies and operations of 
the ees of the United: States on the Fund: and the Bank 
and of all agencies of the Government which make or participate in 
making foreign loans or which en in Dake financial, exchange or 
monétary transactions, there is hereby established the N ational Ad- 
visory Council on International Monetary and Financial Problems 
(héreinafter referred to as the “Council”), consisting of the Secretary 
of the Treasury, as Chairman, the Secretary of State, the Secretary of 
Commerce, the Chairman of the Board of Governors of the Federal 
Réserve System, the President of the Export-Import Bank of Wash- 
ington, and during such period as the Foreign Operations Administra- 
tion shall continue t6 exist, the Director of the Foreign Operations 
Administration. 

(b) (1) The Council, after consultation with the representatives of 
the United States on the Fund and the Bank, shall recommend to the 
President general policy directives for the guidance of the representa- 
tives of the United States on the Fund and the Bank. 

(2) The Council shall advise and consult with the President and 
the representatives of the United States on the Fund and the Bank en 
aie problems arising in the administration of the Fund and the 

ank. 

(3) The Council shall coordinate, by consultation or otherwise, 
80 far as is practicable, the policies and operations of the representa- 
tives of the United States on the Fund and the Bank, the Export- 
Import Bank of Washington and all other agencies of the Government 
to the extent that they make or participate in the making of foreign 
loans or engage in foreign financial, exchange or monetary transactions. 

(4) Whenever, under the Articles of Agreement of the Fund or the 
Articles of Agreement of the Bank, the approval, consent or agreement 
of the United States is required before an act may be done by the 
respective institutions, the decision as to, whether such approval, 
consent, or agreement, shall be given or refused shall (to the extent 
such decision is not prohibited by section 5 of this Act) be made by 
the Council, under the general direction of the President. No goy- 
ernor, executive director, or alternate representing the United States 
shall vote in favor of any waiver of condition under article V, section 4, 
or in favor of any declaration of the United States dollar as a scarce 
currency under article. VII, section 3, of the Articles of Agreement of 
the Fund, without prior approval of the Council. 

(5) The Council from time to time, but not less frequently than 
every six months, shall transmit to the President and to the Congress 


59001°—59 8S. Rept., 86-1, vol. 1-54 
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 @ report with respect to the participation of the United States in the 
“Fund and the Bank. oo ue 
“+ (6) The Council shall also transmit to the President and. to the 
‘ Congréss special reports on the operations and policies of the Fund 
and the Bank, as provided in this + Peart e first report ‘shall 
be made not later than two years after the establishment of the Fund 
~ and ‘the Bank, and a report shall be made every two years after the 
making of the first report. Each such report shall cover and include: 
The extent to which the Fund and the Bank have achieved the pur- 
poses for which they were established; the extent to which the opera- 
tions and policies of the Fund and the Bank have adhered to, or 
departed from, the general policy directives formulated by the Coun- 
cil, and the Council’s recommendations in connection therewith; the 
_ extent to. which the operations and policies of the Fund and the Bank 
‘ have been coordinated, and the Council’s recommendations in con- 
nection therewith; recommendations on whether the resources of the 
Fund and the Bank should be increased or decreased; recommenda- 
tions as to how the Fund and the Bank may be made more effective; 
recommendations on any other necessary or desirable, changes in the 
. Articles of Agreement of the Fund and of the Bank or in this Act; 
and an over-all appraisal of the extent to which the operations and 
olicies of the Fund and the Bank have served, and in the future may 
e expected to serve, the interests of the United States and the world 
in promoting sound international economic cooperation and further- 
ing world security. iba 

(7) The Council shall make such reports and recommendations to 
the President as he may from time to time request, or as the Couneil 
may consider necessary to more effectively or efficiently accomplish 
“the cen of this Act or the purposes for which the Council is 
created. 

(c) The representatives of the United States on the Fund and the 
Bank, and the Export-Import Bank of Washington (and all other 
agencies of the Government to the extent that they make or partici- 
pate in the making of foreign loans or engage in foreign financial, 
exchange or monetary transactions) shall keep the Council full 
‘informed of their activities and shall provide the Council with su 
further information or data in their penn as the Council may 
deem necessary to the appropriate discharge of its responsibilities 
under this Act. 


CERTAIN ACTS NOT TO BE TAKEN WITHOUT AUTHORIZATION 


Src. 5. Unless Congress by law authorizes such action, neither the 
President nor any person or agency shall on behalf of the United 
States (a) request or consent to any change in the quota of the United 
States under article ITI, section 2, of the Articles of Agreement of the 
Fund; (b) propose or agree to any change in the par value of the 
United States dollar under article IV, section 5, or article XX, section 
4, of the Articles of Agreement of the Fund, or approve any general 
change in par values under article IV, section 7; (c) subscribe to 
additional shares of stock under article II, section 3, of the Articles 
of eement of the Bank; (d) accept any amendment under article 
XVII of the Articles of Agreement of the Fund or article VIII of the 
Articles of Agreement of the Bank; (e) make any loan to thé Fund or 
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the Bank. Unless Congress by law authorizes such action, no gover- 
nor or alternate appointed to represent the United States shall vote 
for an increase of capital stock of the Bank under article IT, section 2, 
of the Articles of Agreement of the Bank. ' 









































DEPOSITORIES 


Src. 6. Any Federal Reserve bank which is requested to do so by 
the Fund or the Bank shall act as its depository or as its fiscal agent, 
and the Board of Governors of the Federal Reserve System shall 
supervise and direct the carrying out of these functions by the Federal 
Reserve banks. 

PAYMENT OF SUBSCRIPTIONS 


Src. 7. (a) Subsection (c) of section 10 of the Gold Reserve Act of 
i as amended (US.C., title 31, sec. 8222), is amended to read as 
ollows: 

““(c) The Secretary of the Treasury is directed to use $1,800,000,000 
of the fund established in this section to pay part of the subscription 
of the United States to the Inbewsibtiorial Monetary Fund; and any 
repayment thereof shall be covered into the Treasury as a miscella- 
neous receipt.” 

(b) The Secretary of the Treasury is authorized to pay the balance 
[of $950,000,000] of the subscription of the United States to the Fund 
not provided for in subsection (a) and to pay the subscription of the 
United States to the Bank from time to time when payments are 
required to be made to the Bank. For the purpose of making these 
payments, the Secretary of the Treasury is authorized to use as a 
public-debt transaction Fnot to exceed $4,125,000,000] $8,675 ,000,000 
of the proceeds of any securities hereafter issued under the Second 
Liberty Bond Act, as amended, and the purposes for which securities 
may be issued under that Act are extended to include such purpose. 
Payment’ under this subsection of the subscription of the United States 
to the Fund or the Bank and repayments thereof shall be treated as 
public-debt transactions of the United States. 

_ (ce) For the purpose of keeping to a minimum the cost to the 
United States of participation in the Fund and the Bank, the Secretary 
of the Treasury, after paying the subscription of the United States to 
the Fund, and any part of the subscription of the United States to the 
Bank required to be made under article I], section 7(i), of the Articles: 
of Agreement of the Bank, is authorized and directed to issue special 
notes of the United States from time to time at par and to deliver such 
notes to the Fund and the Bank in exchange for dollars to the extent: 
permitted by the respective Articles of Agreement. The special notes 
provided for in this subsection shall be issued under the authority and 
subject to the provisions of the Second Liberty Bond Act, as amended, 
and the eee for which securities may be issued under that Act 
are extended to include the purposes for which special notes are 
authorized and directed to be issued under this subsection, but such 
notes shall bear no interest, shall be non-negotiable, and shall be pay- 
able on demand of the Fund or the Bank, as the case may be. The 
face amount of special notés issued to the Fund under the authority of 
this subsection and outstanding at any one time shall not exceed in 
the aggregate the amount of the subscription of the United States’ 
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actually paid to the Fund, and the face amount of such notes issued 
to the Bank and outstanding at.any one time shall not exceed in the 
egate the amount of the quueeraption of the United States actual] 

paid to the Bank under article II, section 7(i), of the Articles o 
Agreement of the Bank. 

(d) Any payment made to the United States by the Fund or the 
Bank as a distribution of net income shall be covered into the Treasury 
as a miscellaneous receipt. 


OBTAINING AND FURNISHING INFORMATION 


Sec. 8. (a) Whenever a request is made by the Fund to the United 
States as a member to furnish data under article VIII, section 5, of 
the Articles of Agreement of the Fund, the President may, through 
any agency he may designate, require any person to furnish such 
information as the President may determine to be essential to — 
with such request. In making such determination the President sha 
seek to collect the information only in such detail as is necessary to 
comply with the request of the Fund. No information so acquired 
shall be:furnished to the Fund in such detail that the affairs of any 
person are disclosed. 

(b) In the event any person refuses to furnish such information 
when requested to do so, the President, through any designated gov: 
ernmental agency, may by subpoena require such person to appear 
and testify or to appear and produce records and other documents, 
or both. In case of contumacy by, or refusal to obey a subpoena 
served upon any such person, the district court for any district in 
which such person is found or resides or transacts business, upon 
application by the President or any governmental agency designated 
by him, shall have jurisdiction to issue an order requiring such person 
to appear and give testimony or appear and produce records and 
documents, or both; and any failure to obey such order of the court 
may be punished: by such court as a contempt thereof. 

(c) It shall be unlawful for any officer or employee of the Govern- 
ment, or for any advisor or consultant to the Government, to disclose 
otherwise than in the course of official duty, any information obtained 
under this section, or to use any such information for his personal 
benefit. Whoever violates any of the provisions of this subsection 
shall, upon conviction, be fined not more than $5,000, or imprisoned 
for not more than five years, or both. 

(d) The term “‘person’’ as used in this section means an individual 
partnership, corporation or association. 


FINANCIAL TRANSACTIONS WITH FOREIGN GOVERNMENTS IN DEFAULT 


Szc. 9, The Act entitled “An Act to prohibit financial transactions - 


with any foreign government in default on its obligations to the United. 
States”, approved April 13, 1934 (U.S.C., title 31, sec. 804a), is 
amended by adding at the end thereof a new section to read as follows; 

“Suc. 3. While any foreign government is a member both of the 
International Monetary Fund and of the International Bank for Re- 
construction and Development, this Act shall not apply to the sale. 
or purchase of bonds, securities, or other obligations of such govern- 
ment or any political subdivision thereof or of any organization or 
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association acting for or on behalf of such government or political 
subdivision, or to the making of a y loan to such government, political 
subdivision, orginization, or association.” 


JURISDICTION. AND VENUE OF ACTIONS 


Sec. 10. For the purpose of any action which may be brought 
within the United States or its Territories or possessions by or against 
the Fund or the Bank in accordance with the Articles of Agreement of 
the Fund or. the Articles of ‘Agreement’ ofthe Bank; the‘Fund, or the 
Bank, as the case may be, shall be deemed to be an inhabitant of the 
Federal judicial district in which its principal office in the United 
States is located, and any such action at law or in equity to which 
either the Fund or the Bank shall be a party shall be deemed to arise 
under the laws of the United States, and the district courts of the 
United States shall have original jurisdiction of any such action. 
When either the Fund or the Bank is a defendant in any such action, 
it may, at any time before the trial thereof, remove such action from 
a State court into the district court of the United States for the proper 
district by following the procedure for removal of causes otherwise 
provided by law. 


STATUS, IMMUNITIES AND PRIVILEGES 


Sec. 11. The provisions of article LX, sections 2 to 9, both inclu- 
sive, and the first sentence of article VIII, section 2(b), of the Articles 
of Agreement of the Fund, and the provisions of article VI, section 
5(i), and article VII, sections 2 to 9, both inclusive, of the Articles of 
Agreement of the Bank, shall have full force and effect in the United 
States and its Territories and possessions upon acceptance of member- 
ship by the United States in, and the establishment of, the Fund and 
the Bank, respectively. 


STABILIZATION: LOANS BY THE*BANK 


Sc. 12. The governor and executive director of the Bank a 
pointed by the United States are hereby directed to obtain siensile 
an official interpretation by the Bank as to its authority to make or 
guarantee loans for programs of economic reconstruction and the 
reconstruction of monetary systems, including long-term stabilization 
loans. If the Bank does not interpret its powers to include the making 
or guaranteeing of such loans, —— 


; vernor of the Bank representing 
the United States is hereby directed to propose promptly and support 


an amendment to the Articles of Agreement for the purpose of explic- 
itly authorizing the Bank, after consultation with the Fund, to make 
or guarantee such loans. The President is hereby authorized and 
directed to’aveept‘an amendment-to that effect on behalf of the United 
States, 


STABILIZATION OPERATIONS BY THE FUND 


Sse. 13. (a) The governor and executive director of the Fund 
appointed by the United States are hereby directed to obtain promptly 
an official interpretation by the Fund as to whether its authority to 
use its resources extends beyond current monetary stabilization oper- 
ations to afford temporary assistance to members in connection with 
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seasonal, cyclical, and emergency fluctuations in the balance of pay-- 
ments of any member for current transactions, and whether it has. 
authority to use its resources to provide facilities for relief, recon- 
struction, or armaments, or to meet a large or sustained outflow of 
capital on the part of any member. 

(b) If the interpretation by the Fund answers in the affirmative 
any of the questions stated in subsection (a), the governor of the 
Fund representing the United States is hereby directed to propose- 
promptly and support an amendment to the Articles of Agreement for 
the Perpowe of expressly negativing such interpretation. The Presi-: 
dent is hereby authorized and directed to accept an amendment to- 
that effect on behalf of the United States. 

Suzc. 14. In the realization that additional measures of international 
economic cooperation are necessary to facilitate the expansion and, 
balanced growth of international trade and render most effective the. 
operations of the Fund and the Bank, it is hereby declared to be the: 
policy of the United States to, seek to bring about further agreement 
and cooperation among nations. and international bodies, as soon as: 
possible, on ways and means which will best reduce obstacles to and, 
restrictions upon international trade, eliminate unfair trade practices, 
promote mutually advan ous commercial relations, and otherwise 
facilitate the expansion and balanced growth of international trade and 
promote the stability of imternational economic relations. In con- 
sidering the policies of the United States in foreign lending and the 
policies of the Fund and the Bank, particularly in conducting exchange 
transactions, the Council and the United States representatives on 
the Fund and the Bank shall give careful consideration to the progress. 
which has been made in achieving such agreement and cooperation. 


SECURITIES ISSUED BY BANK AS EXEMPT SECURITIES! REPORTS: FILED 
WIILH SECURITIES AND EXCHANGE COMMISSION; ADDITIONAL DATA: 
FOR REPORT OF NATIONAL ADVISORY COMMITTEE : ; 


Sec. 15. (a) Any -securities issued by International Bank for 
Reconstruction an oe (including any guaranty by the 
bank, whether or not limited in scope), and any securities guaranteed 
by the bank as to both principal and interest, shall be deemed to be: 
exempted securities within the meaning of paragraph (a) (2) of section: 
3 of the Act of May 27,:1933, as amended (U.S.C., title 15, sec. 77c), 
and paragraph (a)({12) of section 3 of the Act of June 6; 1934, as 
amended (U.S.C., title 15, sec::78c)... The Bank shall file with the: 
Securities and Exchange Commission such annual and other reports 
with regard to such securities as the Commission shall determine to be 
appropriate in view of the special character of the bank and its: 
operations and necessary in the public interest or for the protection 
chinwtatain ‘ . ' 

(b) The reports of the National Advisory Council provided for in. 
section 4(a)(6) of the Bretton Woods Agreements Act shall also cover 
and include the effectiveness of the provisions of section 15(a) of this 
Act and the exemption for securities issued by the bank provided by 
section 8 of the National Bank Act in facilitating the operations of 
the bank and the extent to which the operations of the bank may 
assist in financing European recovery and the reconstruction and de- 
velopment of the economic resources of member countries of the bank: 





t 
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and the recommendations of the Council as to any modifications it 
may deem desirable in the provisions of this Act. 

Sec. 16. (a) The United States Governor of the Fund is authorized 
to re and consent to an increase of $1,375,000,000 in the quota of 
the United States under article III, section 2, of the Articles of Agree 
ment of the Fund, as proposed in the Resolution of the Board of Governors 
of the Fund dated Fivewe 2, 1959. 

(b) The United States Governor of the Bank is authorized (1) to vote 


for increases in the capital stock of the Bank under article ITI, section 2, 


of the Articles of Agreement of the Bank, as recommended in the Resolu- 
tion of the Board of Governors of the Bank dated February 2, 1959, and 
(2) if such increases become effective, to subscribe on behalf of the United 
States to 31,750 additional shares of stock under article II, section 3, of 
the Articles of Agreement of the Bank. 

[Note: Sc. 3 of S. 1094, which does not amend existing legislation, 
provides as follows: 

“Src. 3. The Amendments made by this Act shall become effective 
on July 1, 1959.”] 0 
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Mr. Dovatas, from the Committee on Banking and Currency, 
submitted the following 


REPORT 
[To accompany 8. 722] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 722) to establish an effective program to alleviate conditions 
of substantial and persistent unemployment and underemployment 


in certain economically depressed areas, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 


INTRODUCTION 


Many communities in the United States suffer from substantial 
and persistent unemployment and underemployment, a condition 
which has existed for a number of years. They have been especiall 
hard hit during periods of business recession and, even durin Setiods 
of national economic recovery, they have often remained in a depressed 
condition. This economically unhealthy situation causes hardship to 
many families and impairs the national welfare by wasting vital 
human resources. S. 722 would provide a sound program whereby 
the Federal Government would help these distressed areas to help 
themselves. 

There are many factors which cause areas to fall prey to economic 
distress. Shifts in demand for products, shifts in plant locations, 
exhaustion of certain natural resources, and lack of basic facilities 
such as the water supply, are among the prime forces at work against 
these communities. Conkaninins regions and former centers of textile 
manufacturing are the most obvious victims, but not the only victims. 

S. 722 is designed to help those depressed areas which have sound 
economic potential, to strive more effectively for recovery—to trans- 
form themselves into productive communities enjoying a standard of 
living comparable to that of the country as a whole. The communi- 
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ties, industries, enterprises, and individuals in these areas should thus 
be able to achieve lasting improyements and increase the domestic 
prosperity of the areas by the creation of new employment oppor- 
tunities. 

Leaving the economically distressed areas without help is wasteful 
of many of our basic resources. Continued over a long period, de- 
pressed conditions mean the gradual disintegration of the community 
and all its physical resources built up over the years—schools, stores, 
hospitals, banks, office buildings, homes, churches, and all of the com- 
munity services which were acquired at great expense and which are 
now wasting away. All too often, when the people of the area move 
away in search of jobs elsewhere, duplicate facilities must be built. 
And these duplicate facilities may have to be built with the help of 
Federal subsidies. 

Moreover, the successful carrying out of the purposes of S. 722 
would serve to reduce public outlays for unemployment compensation, 
relief, and various other forms of public assistance—payments for 
which no current production is received in return. 

The needs of the low-income rural areas are no less urgent than 
those of the industrial areas with surplus manpower. Available data 
indicate that some rural areas have not shared during recent decades 
in the growth of the country as a whole. In many rural counties in 
the United States, the average per capita income is as little as one- 
fourth that of the average person in the United States. 

The Employment Act of 1946 declares that the Federal Government 
should help assure maximum employment. The persistence of unem- 
ployment and underemployment in many areas should be combated 

y the Federal Government, not only because it causes great human 
suffering, but also because such conditions are a threat to the general 
welfare of the Nation. S. 722 recognizes this responsibility and pro- 
vides for a program which will help the people in such areas to expand 
the base of their economic activities so as to alleviate and lessen this 
long-term problem. 

he need for this legislation has been recognized both by Congress 
and the executive branch of the Government for several years. As 
far back as the 84th Congress, the Joint Economic Committee called 
for Federal action. In 1956, that committee reiterated its conclusion 
that a Federal depressed areas eee was needed, and a comprehen- 
sive program was embodied in a bill, S. 2663, 84th Congress, intro- 
dosed by the then chairman of the committee, Senator Paul H. 
Douglas. In addition, President Eisenhower has given support to an 
area redevelopment program in his economic reports to the 84th, 85th, 
and 86th Congresses. 

Such legislation passed in the Senate in 1956 and again in 1958: 
In 1958 the House also passed the legislation and it was sent to the 
President who refused to approve the measure, killing it by a pocket 
veto. 

The need is even more apparent today than in 1956 and 1958. 
Reports from the Department of Labor for January 1959 have indi- 
cated that 76 major labor market areas, spread throughout 25 States 
and Territories, had conditions of substantial labor surplus in their 
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labor force, and 183 smaller labor market areas throughout 35 States 
also fell into this category. The Department of Labor figures do not 
take into account those areas which have a labor force of less than 
15,000. Conditions of low income and underemployment also persist 
in many rural areas of the Nation. 

Funds which would be loaned or granted under the provisions of 
S. 722 would represent an investment in increasing productivity. 
Dollars soe to promote production by otherwise idle or inefficiently 
employed resources do not have the same inflationary effects as those 
which are spent under conditions of relatively full employment. 
Indeed, by making possible an increase in productivity in the Nation’s 
distressed areas, the loans by the Fodoral Governtbent contemplated 
under S. 722 might actually have anti-inflationary effects. 

To provide the conditions under which distressed areas can con- 
tribute to increasing the national output rather than being a drain 
upon production from other more fortunately situated parts of the 
country, therefore, would represent an important contribution toward 
enhancing the Nation’s economic growth without undue inflationary 
pressures. 


WHAT THE BILL WOULD DO 


S. 722 proposes the establishment of an Area Redevelopment Ad- 
ministration headed by an Administrator appointed by the President 
with the advice and consent of the Senate. To assist the Adminis- 
trator, a Cabinet-level advisory board would be created and a 25-man 
National Public Advisory Committee consisting of members from all 
walks of life would also be established. In addition, there would be 
ad hoc industry conferences for specific industries. 

To be eligible for assistance, it would be necessary for areas to quelify 
under certain criteria and be designated by the administration as a 
“redevelopment area.” Two types of areas, industrial and rural, 
would be involved. 

In the case of industrial areas, the Administrator would have the 
discretionary authority to designate any area with substantial and 
persistent unemployment over an extended period of time. When an 
area meets the specific criteria set forth in the bill, it would automati- 
cally become eligible for assistance. These specific criteria would be 
met in the case of any area where the nontemporary unemployment 
meets the following conditions: 

(a) the unemployment rate is currently 6 percent of the total 
labor force, and 
(b) the rate has averaged at least 6 percent: 
(1) for 3 out of preceding 4 years and in addition has been 
50 percent or more above the national average, or 
(2) for 2 out of the preceding 3 years and in addition has 
been 75 percent or more above the national average, or 
(3) for 1 out of the preceding 2 years and in addition has 
been 100 percent or more above the national average. 

Table 1 shows the average annual rate of unemployment since 1953 
for the United States as a whole. These figures would be used as a 
base for computing eligibility of industrial areas. 
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Tas_e 1.—Unemployment in the United States—Annual average percentage rates 


Source: Department of Labor. 


The bill would also permit the Administrator to qualify rural areas 
for assistance in the case of those rural areas which have the largest 
numbers and percentages of low-income families, persons receiving 
public assistance, and where substantial and persistent unemployment 
or underemployment prevails. 

Three revolving loan funds of $100 million each would be created, 
These would be devoted to loans for (1) industrial areas, (2) rural 
areas, and (3) public facilities in both industrial and rural areas where 
such facilities would encourage conomic development. 

in addition to the three revolving loan funds, the bill provides 
authorization for appropriations up to $75 million for grants for 
public facilities in those areas which cannot repay loans. 

Loans for private projects in industrial and rural areas may be used 
for the purchase or development of land and facilities, including 
machinery and equipment, for industrial usage, and for construction 
and improvement of plants. Maximum Federal participation would 
be 65 percent of the total cost of such projects. State or local partici- 
cq must be at least 10 percent of the total cost of the project. 

ivate participation must be at least 5 percent. The loans may be 
made for periods of up to 30 years with extensions to 40 years in 
circumstances. 

The interest rate chargeable would not exceed the current average 
yield on outstanding marketable obligations of the United States of 
comparable maturities plus one-half of 1 percent. Half of this added 
change would be allocated to a sinking fund to be used to offset losses. 
Currently, this formula would fix interest rates on such loans at 4% 
percent if the loans were from 2 to 18% years, and at 4% percent in the 
case of loans over 18% years. 

Applications for loans for private projects would have to be ap- 
proved by an agency of the State or its political subdivision which is 
concerned with economic development. If no such agency exists, a 
local committee could approve the application. In addition, there 
would have to be a finding by the State or its agency of consistency 
with an overall area development program which had been approved 
by the Administrator. 

The terms of the loans for public facilities would be similar to those 
applicable to private loans. Maximum Federal participation would 
be 65 percent, minimum State and local participation would be 10 
percent, and the maximum period of the loan would be 40 years. The 
interest rate would be the same as that for private loans, except that 
the added percentage would be one-fourth of 1 percent instead of one- 
half of 1 percent. 

The three $100 million loan funds would be obtained by borrowing 
from the Treasury. Amounts used for grants for public facilities 
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would come from appropriations, Information available to the Gov- 
ernment would be supplied to the designated areas and to Government 
procurement divisions. 

An authorization for appropriation of $4,500,000 a year would 
permit the Administrator to make technical assistance grants to 
designated areas. 

Upon the request of the Administrator, the Housing and Home 
Finance Agency would give financial assistance to municipalities in 
industrial redevelopment areas without regard to the residential 
requirements in current urban renewal legislation. In addition, urban 
planning grants would be made available to designated areas having 
a population of 25,000 or more. 

The bill would provide for Federal assistance for vocational trainin 
in designated areas which would be furnished through State vocationa 
education agencies where it can provide the facilities and services 
needed. If this is not possible, such training could be furnished 
through public or private institutions. 

There would also be a fund of $10 million for the purpose of making 
subsistence payments to unemployed persons béing retrained and not 
entitled to unemployment compensation. 


AREAS WHICH MAY BE AFFECTED BY S. 1722 


In discussing areas which would now qualify for assistance under 
S. 722, or those which may qualify, it should be emphasized that be- 
coming eligible for assistance does not automatically assure that such 
help will immediately be forthcoming in all cases. Throughout the 
testimony, stress was laid on the economic soundness of the program 

t. 


envisaged by S.722. Witnesses from area after area insisted that they 
sought no “handouts” or ‘‘doles,” and the committee desires to make 
it completely clear that the help it recommends is in the form of long- 
term investments; not temporary relief. 

Were an area to be designated as an industrial or rural redevelop- 
ment area, the citizens of the community could seek technical advice 
and assistance to work out a redevelopment plan. To qualify for 
loans, the plan would necessarily be economically sound. 

In exercising his discretion to allocate loans, grants and assistance 
to redevelopment areas, the committee expects the Administrator to 
take into account both the needs of the area and the economic sound- 
ness of its redevelopment plan. Need, alone, should be a sufficient 
basis for allocating technical assistance but not loans. However, 
given relatively equal economic soundness of loans as between areas, 
the committee would expect the area of greatest need to receive 
help first. An area for the purposes of this bill, is intended to mean 
a market area, and as a labor market area. 


Industrial areas 


The areas most likely to be affected by the passage of S. 722 would 
be among those listed as “areas of suhetantiel labor surplus” by the 
Department of Labor. These are See on the basis of data 
puree: by the Bureau of Employment Security in that Department. 

he data are limited to 149 major labor markets and selected smaller 
areas, 

Reports for major centers are prepared by the Bureau at bimonthly 
intervals, while those for smaller areas are prepared twice a year. 

38509592 
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Current unemployment estimates are not available for areas with a 
labor force of less than 15,000. Of course, upon enactment of S. 722, 
it would be necessary for the Bureau of Employment Security to 
develop more comprehensive data which would aid in determining 
eligibility of communities requesting help. 

Fable 2 sets forth the “areas of substantial labor surplus” as of 
January 1959 as designated by the Department of Labor. Generally, 
the Department will classify an area as having an undue amount of 
ieiaiaiendint if, after making allowances for seasonal fluctuations, 
those seeking work account for at least 6 percent of the labor force. 

Table 2 shows that there were 76 major areas located in 25 States 
which were included in the substantial labor surplus category. The 
degree and persistence of unemployment in these areas is shown in 
chart 1, which appears at the end of the report. Smaller areas of 
substantial unemployment also shown in table 2, numbered 183. 
Thirty-five States had one or more cities in this situation. All these 
areas would not currently qualify for help under S. 722, but they are 
potential recipients of such aid. Those areas which may qualify 
immediately are shown in table 3. 


TABLE 2.—Areas of substantial labor surplus, January 1959 


MAJOR AREAS 


Alabama: Birmingham, Mobile. 

Connecticut: Bridgeport, New Britain, New Haven, Waterbury. 

Illinois: Chicago, Joliet. 

Indiana: Evansville, Fort Wayne, South Bend, Terre Haute. 

Kentucky: Louisville. 

Maine: Portland. 

Maryland: Baltimore. 

Massachusetts: Brockton, Fall River, Lawrence, Lowell, New Bedford, Spring- 
field-Holyoke, Worcester. 

Michigan: Battle Creek, Detroit, Flint, Grand Rapids, Lansing, Muskegon, 


Saginaw. 
Minnesota: Duluth-Superior. 
Missouri: Kansas City, St. Louis. 
New. Jersey: Atlantic City, Newark, Paterson, Perth Amboy, Trenton. 
New York: Albany-Schenectady-Troy, Binghamton, Buffalo, New York, Syra- 
cuse, Utica-Rome. 
North Carolina: Asheville, Durham. 
Ohio: Canton, Lorain-Elyria, Toledo, Youngstown. 
Oregon: Portland. 
Pennsylvania: Allentown-Bethlehem-Easton, Altoona, Erie, Johnstown, Phila- 
delphia, Pittsburgh, Reading, Scranton, Wilkes-Barre-Hazleton, York. 
Puerto Rico: Mayaguez, Ponce, San Juan. 
Rhode Island: Providence. 
Tennessee: Chattanooga, Knoxville, Memphis. 
Texas: Beaumont-Port Arthur, Corpus Christi. 
Virginia: Roanoke. 
Washington: Spokane, Tacoma. 
West Virginia: Charleston, Huntington-Ashland, Wheeling-Steubenville. 
Wisconsin: Racine. 
SMALLER AREAS ! 


Alabama: Alexander City, Anniston, Florence-Sheffield, Gadsden, Jasper, 
Talladega. 

Alaska: Anchorage. 

Arkansas: Fort Smith. 

California: Eureka, Ukiah. 

Colorado: Pueblo. 


! These areas are not part of the regular area labor market re ing and area classification program of 
the Bureau of Employment Security and its affiliated State po mane A security agencies. 


Source: Department of Labor. 
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‘Connecticut: Ansonia, Bristol. Danbury, Danielson, Meriden, Middletown, Nor- 
wich, Thompsonville, Torrington, Willimantic. 

Georgia: Toccoa. 

Illinois: .Canton, Centralia, Decatur, Harrisburg, Herrin-Murphysboro-West 
Frankfort, Litchfield, Mount Carmel-Olney, Mount Vernon. 

Indiana: Anderson, Columbus, Connersville, Michigan City-La Porte, Muncie, 
New Castle, Richmond, Vincennes. 

Iowa: Ottumwa. 

Kansas: Coffeyville-Independence-Parsons, Pittsburg. 

Kentucky: Corbin, Hazard, Hopkinsville, Madisonville, Middlesboro-Harlan, 
Morehead-Grayson, Owensboro, Paducah, Paintsville-Prestonsburg, Pickeville- 
Williamson. 

Louisiana: Opelousas. 

Maine: Biddeford-Sanford, Lewiston. 

Maryland: Cumberland, Frederick, Westminster. 

Massachusetts: Fitchburg, Greenfield Haverhill, Marlboro, Milford, Newbury- 
port, North Adams, Pittsfield, Southbridge-Webster, Taunton, Ware. 

Michigan: Adrian, Allegan, Ann Arbor-Ypsilanti, Bay City, Benton Harbor, 
Escanaba, Holland-Grand Haven, Ionia-Belding-Greenville, Iron Mountain, 
Jackson, Marquette, Monroe, Owosso, Port Huron, Sturgis. 

Mississippi: Greenville 

Missouri: Cape Girardeau, Flat River-De Soto-Festus, Joplin. 

Montana: Butte, Great Falls, Kalispell. 

New Jersey: Bridgeton, Long Branch, Morristown-Dover, Plainfield-Somerville. 

New York: Amsterdam, Auburn, Batavia, Corning-Hornell, Elmira, Glens Falls- 
Hudson Falls, Gloversville, Jamestown-Dunkirk, Kingston, Newburg-Middle- 
town-Beacon, Olean-Salamanca, Oneida, Watertown, Wellsville. 

North Carolina: Fayetteville, Kinston, Mount Airy, Rockingham-Hamlet, Rocky 
Mount, Rutherfordton-Forest City, Shelby-Kings Mountain, Waynesville. 

Ohio: Ashtabula-Conneaut, Athens-Logan-Nelsonville, Batavia~-Georgetown- West 
Union, Cambridge, Defiance, East Live l-Salem, Findlay-Tiffin-Fostoria, 
Kent-Ravenna, Kenton, Marietta, New Philadelphia-Dover, Portsmouth-Chilli- 
cothe, Springfield, Zanesville. 

Oklahoma: Ardmore, McAlester, Okmulgee-Henryetta. 

Oregon: Albany, Coos Bay, Eugene, Pendleton, Roseburg. 

Pennsylvania: Berwick-Bloomsburg, Butler, Clearfield-Du Bois, Lewistown, Lock 
Haven, New Castle, Oil City-Franklin-Titusville, Pottsville, Sayre-Athens- 
Towanda, Sunbury-Shamokin-Mt. Carmel, Uniontown-Connellsville, Williams- 


port. 

Rhode Island: eae 

Tennessee: Bristol-Johnson City-Kingsport, La Follette-Jellico-Tazewell. 

Texas: Laredo, Texarkana. 

Vermont: Burlington, Springfield. 

Virginia: Big Stone Gap-Appalachia, Radford-Pulaski, Richlands-Bluefield. 

Washington: Aberdeen, Anacortes, Bellingham, Bremerton, Everett, Olympia, 
Port Angeles. 

West Virginia: Beckley, Bluefield, Clarksburg, Fairmont, Logan, Martinsburg, 
Morgantown, Parkersburg, Point Pleasant-Gallipolis, Ronceverte-White Sul- 
phur Springs, Welch. 

Wisconsin: Beliot, Eau Claire-Chippewa, La Crosse, Oshkosh, Watertown. 


To qualify for assistance under S, 722, an industrial area must have 
been subjected to persistent as well as high unemployment. Accord- 
ing to the best estimates of the Department of Labor, 112 industrial 
areas spread over 26 States qualify for the designation of “industrial 
redevelopment area’’ under the terms of 8. 722. 

About 6.3 million workers or roughly a 10th of the total national 
civilian labor force are located in these areas. However, these same 
areas account for about 17 percent of total national unemployment. 
In addition, 12.2 percent of the work force in these 112 areas is un- 
en poyed a rate twice as high as the current national or A 
list of the 112 industrial areas which would probably qualify im- 
mediately for assistance under S. 722 appears in table 3. The loca- 
tion of the major and smaller areas which would currently qualify 
under the terms of the bill appears on map 1, at the end of the report. 
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TaBLe 3.—Areas which may qualify for Federal assistance as areas with substantial 
and persistent unemployment under S. 722,1 March 1959 


Major areas * (23 major areas): 
Indiana: 
Evansville 
South Bend 
Terre Haute 
Massachusetts: 
Fall River 
Lawrence 
Lowell 
New Bedford 
Michigan: 
Detroit 
Flint 
Grand Rapids 
Muskegon 
New Jersey: Atlantic City 
North Carolina: Asheville 
Ohio: Lorain-Elyria ‘ 
Pennsylvania: 
Altoona 
Erie * 
Johnstown 
Scranton 
Wilkes-Barre-Hazleton 
Rhode Island: Providence 
Tennessee: Knoxville 
West Virginia: 
Charleston 
Huntington-Ashland 
Smaller areas § (89 smaller areas): 
Alabama: 
Florence-Sheffield 
Jasper 
Talladega * 
Alaska: Anchorage 
Connecticut: 
Bristol 
Danielson 
Norwich * 
Illinois: 
Centralia 
Harrisburg 
Herrin-Murphysboro- West 
Frankfort 
Litchfield 
Mount Carmel-Olney * 
Mount Vernon 
Indiana: 
Michigan City-La Porte 
Muncie 
New Castle 4 
Vincennes 
Kansas: 
Coffeyville - Independence- 
Parsons * 
Pittsburg 
Kentucky: 
Corbin 
Hazard 
Hopkinsville 
Madisonville 
Middlesboro-Harlan 
Morehead-Grayson 


See footnotes at end of table. 


Smaller areas—Continued 


Kentucky—Continued 
Owensboro 
Paducah 
Paintsville-Prestonsburg 
Pikeville-Williamson 
Maine: 
Biddeford-Sanford 
Lewiston 3 
Maryland: Cumberland 
Massachusetts: 
Milford 3 
North Adams 
Southbridge- Webster 
Taunton $ 
Michigan: 
Adrian 
Bay City 
Escanaba 
Tonia-Belding-Greenville * 
Iron Mountain 
Marquette 
Monroe 
Owosso 4 
Port Huron 
Missouri: Joplin 
Montana: 
Butte 
Kalispell * 
New Jersey: 
Bridgeton 
Long Branch 
New York: 
Amsterdam 
Auburn 
Gloversville 
North Carolina: 
Fayetteville 
Mount Airy 
Rickingham-Hamlet 
Shelby-Kings Mountain 
Ohio: 


Portsmouth-Chillicothe 
Springfield * 

Oklahoma: McAlester 

Oregon: Coos Bay * 

Pennsylvania 
Berwick-Bloomsburg 
Clearfield-DuBois 
Lewistown 
Lock Haven 
New Castle ¢ 
Pottsville 
Sunbury-Shamokin-Mount 

Carmel 

Uniontown-Connellsville 
Williamsport 

on LaFollette-Jellico-Taze- 

we 

Texas: Texarkana 

Virginia: 
Big Stone Gap-Appalachia 
Radford-Pulaski 
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TaB_Le 38.—Areas which may qualify for Federal assistance as areas with substan- 
tial and persistent unemployment under 8. 722,’ March 1959—Continued 


Smaller areas—Continued Smaller areas—Continued 
Washington: West Virginia—Continued 
Aberdeen Clarksburg ‘ 
Anacortes Fairmont 
Bellingham Logan 
Everett Morgantown 
Olympia Point Pleasant-Gallipolis 
Port Angeles Ronceverte-White Sulphur 
West Virginia: Springs 
Beckley Welch 
Bluefield 


1 This listing is preliminary and tentative, and is based largely on bimonthly or semiannual data compiled 
from area labor market reports prepared in connection with the Bureau of Employment Security’s program 
for the classification of areas according to relative adequacy of labor supply. Data used cover a 2 to 5 year 
period extending through the closing months of 1958; early 1959 data, now becoming available for some areas 
could result in several changes in the above listing. A more hee review of area data on 
a@ monthly—rather than bimonthly or semi annual basis, and in the light of whatever criteria may be in- 
cluded in the bill finally enacted, would be required to determine which areas are leigible for assistance 
as areas with substantial and persistent unemployment. 

2 Major areas are areas included in the Bureau of Employment Security’s regular area labor market 
reporting and classification program. This program covers 149 of the country’s leading employment centers. 


Coeeezeems and labor force data for these areas are generally available on bimonthly 
erline 


4 Appears eligible solely on the basis of unemployment 100 percent above national average for one of the 
precejing 2 years. 


Smaller areas: Areas with a labor force of 15,000 or more which are officially classified as ‘‘smal)ler areas 
of substantial labor surplus’ by the Bureau of Employment Security. Data for such areas are generally 
available on a semiannual basis. Information for smaller areas which are not classified, or for areas with a 
labor force of less than 15,000, is not available in Washington on a consistent basis. 


Source: U.S. Department of Labor, Bureau of Employment Security, Office of Program 
Review and Analysis, Washington, D.C., Mar. 18, 1959. r 


Rural areas " 


In setting forth the general criteria which the Administrator may use 
to designate “rural development areas,’”’ S, 722 states: 


The Administrator shall consider, among other relevant 
factors, the number of low-income farm families in the various 
rural areas of the United States, the proportion that such low- 
income families are to the total farm families of each of such 
areas, the relationship of the income levels of the families in 
each such area to the general levels of income in the United 
States, the current and prospective employment oppor- 
tunities in each such area, the availability of manpower in 
each such area for supplemental employment, and the pro- 
portion of the population of each such area which has been 
receiving public assistance from the State or States in which 
such area is located or from any municipality therein. 


The problem in rural areas is Jargely one of underemployment 
rather than total idleness. Underemployment means both employ- 
ment in jobs which occupy only a part of the workers’ available time 
and employment which permits only partial utilization of their 
capacities. 

Techniques for measurement of underemployment in such areas are 
obviously ed Meanwhile some tentative and liminary 
estimates can be obtained’as to the counties which might be aided 
by S. 722. Thése estimates are based on two criteria: gross income 
of commercial farms and the levels of living for farm operator families. 
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The economic classification of farms developed by the Bureau of the 
Census and the Department of Agriculture separates farms into»two 
major categories—commercial farms and other farms. Separation is 
made on the basis of the value of farm products sold and the off-farm 
work and other income of the farm-operator family. 

Commercial farms are those operated as farm businesses, with the 
primary purpose of providing the major source of income and employ- 
ment for the farm family. Other farms are composed mainly of part- 
time and residential farms. Operator families on these farms are 
dependent primarily upon off-farm sources of income. 

Commercial farms include all farms with sales of farm products 
valued at $1,200 or more and farms with sales of $250 to $1,199, pro- 
vided the farm operator did not work off the farm 100 or more days 
and provided sales of farm products exceeded the income of the farm 
family from off-farm sources. 

The following procedure was used to select the areas that might be 
eligible for assistance under aid to low-income rural areas. The 
Department of Agriculture prepared lists of the 500 counties in the 
United States with 100 or more commercial farms which ranked, 
according to the 1954 Census of Agriculture, lowest in terms of level 
of living for farm-operating families and the 500 counties in the United 
States with the highest proportion of the commercial farms having 
gross sales of farm products of less than $2,500. A total of 336' 
counties appeared on both lists, It may be assumed that these areas, 
provide the core of the low-income rural areas which would be eligible 
for assistance under a comprehensive Federal-assistance program 
aimed to alleviate underemployment. 

According to the Census of Agriculture the gross sales of about 
1 out of every 3 United States commercial farms was below $2,500 
in 1954. By way of contrast the average percentage of commercial 
farms with gross income below $2,500 included in the 500 counties 
was at least twice the average for the country as a whole and 3 times 
as high as in the 37 States outside the Southeast. 

The average level of living for all counties in the United States in 
1945 has been used as a base for the 1954 indexes. In the 9 years 
between 1945 and 1954 the county index of living rose by 40 percent 
and consequently stood in 1954 at 140. In no case did the level-of- 
living index in the 500 counties which ranked lowest in 1954 exceed 
the average for 1945 and in 32 of the counties it was 50 percent or 
more below the 1954 average. 

The bulk of the neediest counties are located in the Southeast. 
Five .States—Alabama, Arkansas, Georgia, Mississippi, and Ten- 
nessee—-accounted for half.of, the 500 counties with the lowest-level 
of income and with the highest percentage of low-income commercial 
farms. The: 336 counties which appeared on both lists were dis- 
tributed among 16 States, but 7 out oT every 10 of these counties were 
found in the above 5 States. .Nevertheless, the problems of low-income 
rural population..were not limited to one region...Some of the low- 
income counties, were in the Middle West.and Southwest. The distri- 
bution, of the counties by State are shown in table 4 and the counties 
are listed at the.end of this,report. 
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TABLE 4.—Counties with lowest farm income and levels of living, by State, 1954 





Tei pamelans “a4 | Mhediniea wibeatie 
coun 
commercial farms in both lists 
having sales of less 
State than §2, 


500 counties with lowest 
level of income 


Number | Percent of 
total 


3 
& 
g 
: 
g 
: 


GS hctnatcetbnneuswhens 10.2 48 2.6 44 13.1 
BEE. cc. condsuieeniactiipee 11.2 35 7.0 32 9.5 
Feet ieh chbbvddednbncdsseschs 3.0 4 8 4 1.2 
Lncinebhoetqsternncines 10.0 40 8.0 14 4.2 
teen e neg ieaiiiaesenagiel -4 3 -6 2 .6 
SUID 55 Shh dsndodiccted 7.6 41 8.2 35 10.4 
icipenntcieidatidiei tage 4.6 21 42 16 4.8 
ERI, ce ecid di acccdtilbitelsddinl dailesedcd 5 1.0 [eassdi lids tebvsenwedds 
See ener ap Torrent Tr 6 128 i 
st natdnehieedaog 17. 
Missouri. Rebrbkimeisciddiascen 3.0 15 3.0 3.3 
\ fT 8 1 5 | eee eee 
North Carolina..............-. 6.4 23 5.6 4.8 
IRON ii tse ncacdbndace 3.2 15 3.0 3.3 
South Carolina. .............- 4.0 28 5.6 3.3 
TEND vs Savi dances wendecs 86 66 13.2 1.6 
,, rr eee 5.6 20 40 3.6 
Ween 2 nce oe 3.8 23 46 3.9 
West Virginia................ 3.4 37 7.4 6.1 


Source: Bureau of the Census, 1954 Census of Agriculture. 


Map 1 combines the criteria of counties with lowest levels of living 
index for farm-operating families and counties with highest propor- 
tion of low-income farms with still another, namely, low-income farm- 
ing areas with less than $1,000 average residual income to the operator 
and family labor on commercial farms. 


Areas affecting Indian reservations 


The living standards of Indians living on reservations has been 
distressingly low for many years and their economic opportunities 
have been extremely limited. The Commissioner of Indian Affairs 
described the situation in these words: 


As you all know, the great majority of these reservation 
areas are located west of the Mississippi River in regions 
where rainfall is low, and they include some of the most des- 
pera’. and chronically poverty-stricken areas in the entire 

ation. 

For years large numbers of Indian prep living on these 
reservations have been scratching out the barest kind of 
subsistence on their inadequate reservation lands, working 
intermittently and infrequently on nearby farms or ranches, 
and subsisting in large part on welfare payments, Almost 
traditionally, they have been one of the most acutely. de- 
pressed and disadvantaged groups in the whole American 
population. 


The Bureau of Indian Affairs is trying to solve this problem in three 
ways. One solution is to enco e Indians to leave the reservation 
and seek work elsewhere. An Indian may wish to leave his reserva- 
tion because he has a good permanent job or career ahead of him. 
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But if the Indian is merely being driven, by the shocking conditions 
described by the Commissioner, away from his reservation to equally 
shocking conditions in the slums in a great city, the redevelopment 
program has only swept the dust under the rug. 

he other two programs which the Bureau of Indian Affairs is using 
to combat the problem of depression on Indian reservations are two of 
the measures provided in S. 722; developing appropriate industry 
near the reservations, which can provide additional income for the 
Indians, and providing vocational training for Indians who wish to 
work in these plants. 

The Commissioner of Indian Affairs now has insufficient loan funds 
to develop industry on or near reservations, and inadequate funds for 
vocational training to help the hundreds of thousands of Indians living 
on reservations. S. 722 would provide additional funds to carry 
these programs along in a vigorous and substantial fashion. 


BACKGROUND OF THE BILL 


The problems which S. 722 is designed to meet are not new. Rem- 

edies for them have been considered in one form or another for many 

ears. 

¢ The Joint Economic Committee in the 84th Congress called for 
Federal action to help chronically distressed communities. Later, 
in its 1955 report, that committee urged that the public works program 
be speeded up, and that loans and technical assistance be extended 
to help these distressed communities to improve their economic 
conditions. 

In the same year, the Joint Economic Committee made a careful 
study of low-income families in the United States and called attention 
not only to the problems of depressed industrial areas but also to 
the persistence of low income in various rural areas in the country, 

articularly in the South. The committee favored a comprehensive 
Federal rogram which would combat the basic causes of economic 
distress both in depressed industrial areas and in regions where low 
incomes prevailed. 

In 1956, the committee reiterated its conclusion that a Federal 
depressed areas program is desirable, and the majority of the com- 
mittee endorsed a comprehensive program which was embodied in a 
bill introduced by Senator Douglas, S. 2663, 84th Congress. That 
bill was the subject of long hearings by the Committee on Labor and 
Public Welfare. It was passed by the Senate, but the House did 
not act upon it before the 84th Congress adjourned. 

Both major parties in their respective 1956 platforms called for 
Federal legislation to aid economically depressed areas. 

The Democratic Party platform stated in clear and unequivocal 
language: 

We pledge our party to support legislation providing for 
an effective program to promote industry and create jobs in 
depressed industrial and rural areas so that such areas 
might be restored to economic stability. | 


The Republicans also pledged to— 


Provide assistance to improve the economic conditions 
of areas faced with persistent and substantial unemployment. 
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In the 85th Congress, Senator Douglas, along with 39 cosponsors, 
introduced S. 3683, which was referred to this committee. This bill, 
with modifications, was passed by Congress last year, but did not 
become law by reason of a Presidential pocket veto. 

ain in the 86th Congress, similar legislation was introduced in 
the bill S. 722 by Senator Douglas and 38 cosponsors. This bill, 
as well as S. 268, introduced by Senator Hugh Scott, and S. 1064 
introduced by Senator Everett Dirksen, was the subject of committee 
hearings in both Washington and in the field. The committee here 
reports S. 722 with amendments. 


FEDERAL RESPONSIBILITY 


In its declaration of policy, the Employment Act of 1946 states: 


The Congress declares that it is the continuing policy and 
responsibility of the Federal Government to use all practica- 
ble means consistent with its needs and obligations and other 
essential considerations of national policy, with the assistance 
and cooperation of industry, agriculture, labor, and State and 
local governments, to coordinate and utilize all its plans, 
functions, and resources for the purpose of creating and main- 
taining, in a manner calculated to foster and promote free 
competitive enterprise and the general welfare, conditions 
under which there will be afforded useful employment oppor- 
tunities, including self-employment, for those able, willing, 
and seeking to work, and to promote maximum employment, 
production and purchasing power. 


The continuing responsibility of the Federal Government to afford 
useful employment opportunities and to promote maximum employ- 
ment, production and purchasing power applies alike to general 
nationwide economic conditions, and to conditions in those unfortu- 
nate areas where unemployment and underemployment continue to 
exist, year after year, whatever may be happening elsewhere. 

The Joint Economic Committee in its report on the ‘“President’s 
1959 Economic Report,”’ stated: 


Our programs contributing to the economic progress of 
underdeveloped regions abroad highlight the inadequacy of 
public efforts to improve economic conditions in depressed 
and underdeveloped areas at home. We can no more afford 
the continuing waste of our own idle or underutilized 
resources in these areas than we can afford to turn our back 
on the problem of economic development abroad. 

We therefore urge the Congress to enact a substantial 
program for aid to our depressed areas. * * * 

The objective of such a program is to increase economically 
sound employment opportunities on a permanent basis for 
the substantial numbers of fully or partially unemployed in 
these depressed areas, and not to subsidize otherwise. un- 
economic activities. A program designed to achieve this 
objective will contribute to the Nation’s economic growth. 
It will represent an investment in increasing productivity. 
Moreover, it will serve to reduce public outlays for unem- 
ployment compensation, relief, and various other forms of 


38509—59——3 
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public assistance, for which no current production is received 
in return. The net cost of the program, therefore, will be 
significantly outweighed by the increase in productivity and 
in production toward which it is aimed. 


The ‘Economic Report of the President for 1956” contains the 
statement that: 


The fate of distressed communities is a matter of national 
as well as local concern. 


The President repeated the need to help depressed communities in 
his ‘(1959 Economic Report’: 


Despite the forward economic strides of the Nation since 
the war, some communities have suffered substantial and 
persistent unemployment, when me‘sured against national 
experience. Federal assistance to tiiese communities is re- 
quired not only to mitigate the hardships of individuals and 
families but also to provide for the use of underutilized 
resources, to the enhancement of the national welfare. 


The Federal Government has made some attempts in the past to 
aid labor surplus areas. It has developed a number of uncoordinated 
rograms whose objective is to help such areas. These programs 
include limited technical assistance, preference to firms in depressed 
areas in securing Government contracts and some measure of pro- 
tection from foreign competition under the Buy American Act. De- 
ressed areas are also assisted by the food distribution program of the 
epartment of Agriculture and may benefit by the urban renewal 
program and by loans granted by the Small Business Administration. 
One program initiated in 1956 is intended to benefit directly low- 
income rural areas. This is the rural development program conducted 
by the Department of Agriculture. 

Some of the above-listed Federal programs make no special provi- 
sions to aid labor surplus areas. This is true in the case of the urban 
redevelopment, community facilities, food distribution, and small- 
business programs. The Office of Area Development in the Depart- 
ment of Commerce is charged with assisting economic development 
in all communities regardless of their level of unemployment, but 
in practice this agency has concentrated in assisting labor surplus 
areas. Similarly, the work of the Bureau of Employment Security in 
the Department of Labor has centered about problems of measuring 
and alleviating unemployment. 

Experience has shown, however, that these uncoordinated programs 
are totally inadequate to provide for the need of areas suffering from 
chronic labor surplus, as the Economic Report of the President for 
1956 recognized. 


Although these programs have proved helpful, experience 
demonstrates that bolder measures are needed. To this end, 
@ new area assistance program is recommended for aidin 
communities that have experienced persistent and substanti 
unemployment. 


Only a comprehensive Federal program such as proposed by S. 722 
can meet the serious needs of depressed urban and rural areas. 
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STATE AND, LOCAL RESPONSIBILITY 


The States in which these depressed areas are situated and the 
localities themselves have for years been wrestling with the problem. 

Many States have established business development credit corpo- 
rations or development authorities which help these areas, though 
they are not confined to them. These corporations have been active 
for some time in the New England States, New York, Pennsylvania, 
North Carolina, Kansas, and Wisconsin. 

The localities themselves, and groups of citizens in them, have ex- 
pended much time and money in an effort to escape from their diffi- 
culties. Evidence presented before this committee showed that in 
1958 over 1,800 communities carried on industrial development and 
expansion programs through formally constituted organizations. In 
almost every surplus labor area there is at least one development 
group. Most metropolitan areas and many smaller centers have 
planning commissions, economic development councils, or industrial 
development boards. In addition, there are many privately spon- 
sored community industrial development corporations or foundations, 
usually supported by local chambers of commerce, organized labor, 
civic groups, independent business establishments and private citizens. 

These efforts must continue. The Federal Government alone 
cannot possibly cure these local conditions. The initiative, enterprise 
and ingenuity of the leaders of these areas and of the State officials, 
and the financing available locally and in the States, will always be 
the most important elements in the development of these areas. 


THE COST OF DEPRESSED AREAS 


Depressed areas are an expensive burden, one which the United 
States cannot afford to continue to carry. They absorb vast sums in 
unemployment compensation and relief payments. ‘These areas pro- 
duce far less than they could and should; they contribute little to the 
Nation’s output or to the local, State, and Federal tax revenues. 
Their low purchasing power means they are not good paying customers 
for the rest of the country. 

The cost of the surplus food distribution program alone concen- 
trated in areas of high unemployment and low income amounted to 
$1.2 billion during the past 6 years. According to the latest available 
data in each of seven States—DMississippi, West Virginia, Arkansas, 
Oklahoma, Kentucky, Pennsylvania, and Michigan—6 or more per- 
cent of the population depended upon this program for subsistence. 
There are some counties of the country, notably in Oklahoma and 
ae Virginia, where over 40 percent of the population receive such 
aid. 

The testimony before the subcommittee in the 85th and ‘current 
Congresses contains many illustrations of the costs imposed on the 
country by these areas. 

Testimony from Governor Freeman of Minnesota received durin 
the 85th Congress informed the subcommittee that in some depressed. 
areas of Minnesota the annual welfare costs, county, State, and 
Federal, amounted to one-quarter or more of the total 1955 taxable 
values in: the countries. For example, in Cass County the total wel- 
fare costs amounted to $1.1 million while the 1955 taxable values same 
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to $3.7 million. In Beltrami County, the total welfare costs, county, 
State, and Federal, came to $1 million, while the 1955 taxable values 
came to $5.7 million. 

Governor Freeman also reported that in 1956, 25 percent of the 
total initial unemployment claims for the entire State came from the 
20 depressed rural counties of the State, although these same 20 
counties had only 14 percent of the covered workers. 

Mr. Tudor, the acting director of the division of area services of 
Southern Illinois University, reported during those same hearings that 
the per capita cost of public assistance in the 31 southern Illinois 
counties in 1956 was $24.96 compared to the per capita cost of public 
assistance for the whole State of $16.87. 

During testimony this year it was pointed out that the State of 
Pennsylvania paid out over $135 million in unemployment compensa- 
tion benefits last year in the labor surplus areas. 

An economic recession has snowballing effects and a declining level of 
economic activity in one area may spread to other areas if not stopped 
in time. Unemployment and underemployment in one area not only 
reduce demand ee goods and services foonr other areas but may also 
affect the state of confidence in other areas and thereby affect the 
level of economic activities in different regions. The costs to re- 
habilitate a depressed area would be more than made up by the 
decreasing expenditures for unemployment insurance relief and by an 
increased tax base resulting from improved economic conditions. 

A comprehensive program to aid chronically depressed and low- 
income areas will also mean much to the people—the men and women 
and children—of these areas. The statistics showmg decreases in 
savings deposits, bank deposits, and increases in unemployment com- 
pensation, public assistance, and county aid are distressing to the 
taxpayers who must pay them, but they mean far more to the men 
ae women who have no jobs or whose skills are being squandered by 
underemployment or who are reduced to accepting unemployment 
compensation and public assistance. And to the children of these 
communities, these figures mean, as the mayor of Walsenburg sug- 
gested, a future with little or no hope, with increased juvenile delin- 
quency and waste of the next generation. ; 

These depressed conditions, continued over a long period, mean the 

adual disintegration of the community and all its physical resources 

uilt up over the years—schools,. stores, hospitals, banks, office 
buildings, public facilities, and homes. As the community deterio- 
rates and declines, these facilities also become underused and even- 
tually idle. AJl too often when the people of the area move away in 
search of jobs elsewhere, duplicate facilities must be built. And 
these duplicate facilities may have to be built with the help of Federal 
subsidies, 


FLEXIBLE AND COMPREHENSIVE REDEVELOPMENT PROGRAM NEEDED 


A program to aid ans areas should be flexible and adaptable 


to the diverse needs of the many communities, both industrial and 
rural, that suffer from chronic unemployment or underemployment. 
S. 722 provides such a program. ; : 
A sound national program must make provision both for industrial 
areas which have been subject to chronic unemployment and for low- 
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income rural communities whose major economic ailments are due to 
underemployment. The responsibility of the Federal Government to 
help improve economic conditions is equally manifest in both cases, 

A realistic and comprehensive Federal program must also encompass 
a variety of activities to fit the diversity of needs of the different 
communities. Testimony at the hearings on S. 722 has indicated 
that communities on the downgrade frequently cannot afford to ca 
out a program of economic reconstruction, no matter how strong their 
will to do so. 

The establishment of a constructive program to help a community 
is usually only a start toward economic revival. The first essential 
step in area development is a comprehensive survey of the current 
and potential resources of the community. When a firm is consider- 
ing expanding in a new area, one of the crucial things it needs to know 
is whether it would have adequate opportunities for development and 

rowth. With an inventory of resources a community industrial 
Aprelopenet committee will be able to discuss the local advantages 
with the prospective new employer on a specific and factual basis. 
Similarly, when planning its industrial ae careful analysis of 
the local existing and potential human and physical resources can 
indicate which kinds of industries the local industrial development 
committee should try to attract into their community. S. 722, there- 
fore, provides that the Federal Government would offer technical 
assistance to local development groups. 

One of the basic problems of distressed areas is to secure credit 
sufficient to activate the plans for economic redevelopment. In such 
communities local capital is normally limited and less venturesome 
than in places where greater prosperity prevails. Mcreover, outside 
capital is reluctant to enter. Credit on favorable terms is needed in 
such communities both to develop their public facilities so as to make 
them more attractive to new industry and to establish new enterprises 
to create new jobs in the communities. The Federal Government can 
be most helpful in assisting such communities, with the cooperation 
of private lending institutions and State and local governments, to 
raise the funds necessary to expand the economic base. 

To attract new industries a community must be in a position to 
offer the normal services that are expected by new residents in the 
community. Many of the depressed areas do not have the needed 
facilities to attract new industry. S. 722, therefore, establishes a 
revolving fund of $100 million from which communities would be 
able to borrow to improve their public facilities. Only in extreme 
cases, where the resources of the community are inadequate to pay 
interest on the loan would the Federal Government provide grants. 
Such grants would be in Jine with established historical practices of 
using Federal grants for really indicated important national objective. 

Many of the people in surplus labor areas do not have the necessary 
skills which new industry there might need. A rounded program 
should therefore provide that the Federal Government, in partnership 
with State and local agencies, establish the necessary training facilities 
that new industry would require in the communities undertaking a 
program of redevelopment. Persons undergoing training must also be 
provided with a minimum of subsistence. It would be unrealistic to 
expect that persons who have been unemployed or underemployed for 
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a long period could afford to devote full time to training for new jobs 
unless they were furnished some means of livelihood during the train- 
ing course. 


CAUSES OF UNEMPLOYMENT AND UNDEREMPLOYMENT 


While a variety of causes may account for the persistence of unem- 
ployment in a given area, lack of industrial diversification—the 
dependence upon one or two industries as a source of income—is in 
many cases the underlying factor for depressed conditions in labor 
on us areas. The dependence upon one industry combined with 
technological changes, shift of location of plants, and depletion of 
resources are some of the major factors that have accounted for the 
labor surplus conditions in selected areas. In addition, some areas 
have never developed a sufficient economic base. 

Technological changes and increased productivity of coal minin 
without an increase in the demand for the product have accounte 
for the depressed conditions in the bituminous coal mining areas in 
Pennsylvania, Kentucky, West Virginia, and Illinois. Similarly, the 
increased use of gas and oil for heating purposes have reduced the 
demand for anthracite coal and brought about heavy unemployment 
to a number of areas in Pennsylvania. Altoona, Pa., has depended 
upon production and maintenance of steam locomotives and cars for 
its major source of employment. The change from steam locomotives 
to diesels has accounted for the depressed conditions in that com- 
munity. Several factors account for the high level of unemployment 
in the textile centers of New England: the migration of the textile 
industry to other areas, the substitution of synthetic fibers—nylon, 
orlon, dacron and others—for the traditional fibers, and increased 
productivity have all combined to account for the reduced employ- 
ment in Lowell, Lawrence, and other centers of textiles in New 
England. 

Some communities suffer from chronic seasonal unemployment and 
are unable to attract sufficient industrial diversification of industry to 
dovetail with the seasonal employment. Among such areas are resort 
centers like Atlantic City, N. J., and Asheville, N. C., and tobacco 
processing centers like Durham, N. C. 

Some areas may develop temporary unemployment situations as a 
result of short-run cutbacks in consumer demand for certain products. 
This has happened in Detroit and other automobile production centers, 
when the auto industry has had a bad season. Such situations usually 
roblems which soon right them- 
selves as demand picks up. But during the past 3 years unemploy- 
ment in Detroit dropped Celbter the 6-percent level only in November 
1956 and January 1957, and during all of 1958 more than 1 out of 
every 8 persons in Detroit’s labor force were unemployed. 

A few areas have moved into the labor surplus category because of 
shifts in emphasis in the defense program. For example, a number of 
smaller labor markets heavily dependent on defense procurement 
developed labor surplus when requirements for ordnance materials 
were cut back or military installations were discontinued in the areas. 
This has also been a major factor for labor surplus in Terre Haute, Ind. 

As in the case of depressed industrial areas, numerous factors con- 
tribute to the development of underemployment in low-income rural 


reflect temporary unemployment P 
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areas. The major causes of underemployment have been pressure of 
the population upon the natural resources, depletion of resources, 
uneconomic size of farming units, technological advances, inadequate 
nonfarm employment opportunities, and inadequate educational and 
vocational training. 

But whatever the causes that account for low-income rural areas, 
students of the problem generally agree that high incidence of under- 
employment has concentrated in selected areas and that prevalence 
of low income and underemployment continues to persist in the same 
regions. 

ADMINISTRATION 


S. 722 proposes the establishment of an Area Redevelopment 
Administration headed by an Administrator, appointed by the Pres- 
ident, with the advice and consent of the Senate. An independent 
agency was selected as the form of administration best suited to 
fulfill the comprehensive requirements of working with a large number 
of local communities in overcoming chronic unemployment and under- 
employment in both urban and rural areas. 

Since both industrial and farming areas are treated in the aid 
program, an administrative office lodged in the Commerce Department 
could not adequately cope with the needs of the rural counties the 
bill proposes to aid, any more than could the Agriculture Depart- 
ment extend to urban, industrial communities the kind of assistance 
they need. 

Within urban industrial areas, S. 722 proposes the broad-gage 
approach to community problems that has developed in stricken 
areas. Testimony plainly indicated that the community effort toward 
economic restoration was all inclusive. Faced with a common threat, 
businessmen, labor, public officials, bankers, schoolteachers—in short, 
representatives of all segments of local life—banded together in a 
self-help effort. ; 

The bill has been drafted to take advantage of this local community 
of interest; and it is intended that the energies of a broadly representa- 
tive group of local residents be enlisted in rehabilitation efforts. This 
unified community approach would be hampered by placing the ad- 
ministration of the program in the Commerce Department with its 
orientation toward business problems, the Labor Department with its 
special interest in workers’ problems, the Department of Agriculture 
with its particular interest in farm problems or the Housing and Home 
Finance Agency, with its primary interest in housing. Rather, the 
need is for a separate agency, operating outside the 11 departments 
and agencies which are concerned with various facets of the problems 
of area redevelopment, but drawing on the specialized services avail- 
able from them. In this way, such diversified activities as granting 
loans, technical aid, assistance in procurement, vocational retraining, 
and supplying public facilities can be centrally administered. Since 
local communities, counties, and States will concerned with the 
program, it is better to have one agency to which they can come for 
authoritative consultation and assistance without the. necessity of 
shuttling back and forth among half a dozen agencies, obtaining a 
partial answer from each, not quite reaching the definitive answer 
required to carry forward local activity. 
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Centralization of the program within a single agency headed by a 
single individual gives the further advantage of centralized reporting 
to the President and the Congress on progress toward restoring eco- 
nomic health to areas of underemployment and unemployment. In 
view of the importance of the program and the need for the exercise 
of imagination, skill, and leadership, the post of Administrator calls 
for a man of the highest caliber rea prestige. S. 722 proposes a new 
approach to the problem of economic dry rot that has shown itself 
in so many parts of the country. Much of the effectiveness of the 
program envisaged in the bill depends on a vigorous, unified, imagina- 
tive utilization of Federal services, some now in existence, some 
totally new. The program of aid can be brought to bear most quickly 
and with maximum local impact through a centralized agency super- 
vised by an outstanding Administrator in position to make positive 
decisions. 

Furthermore, an effective redevelopment program must have the 
active cooperation of the people in the areas involved. This means 
that the program must succeed in getting the full support of the 
different interest groups vitally concerned with the program—agri- 
culture, business, and labor, and the public generally. While the 
Departments of Agriculture, Commerce, and Labor, and the Housing 
and Home Finance Agency are interested in furthering the common 
welfare, the history of the formation of each of these organizations 
demonstrates that they were created largely to advance the specific 
interest groups which they represent. It would, therefore, be in- 
advisable to establish the program in any one of these organizations. 
The area redevelopment program encompasses the total economic 
development of an area, and it must be administered with this in mind. 


DESIGNATION OF AREAS 


Section 5 of the bill contains the definitions of redevelopment areas, 
These definitions were changed by the committee, and a discussion of 
the revised criteria is contained in the discussion below of the amend- 
ments to the bill. 

It will suffice here to state that the new definitions are intended to 
direct the benefits of the bill to those industrial areas which are 
suffering from unusual and chronic problems. It is not the intention 
of these definitions to make the benefits of the bill available to areas 
suffering from nationwide, temporary unemployment caused by a 
general temporary recession. 


DEVELOPMENT OF PROGRAM 


After the designation of an area as a redevelopment area, whether 
industrial or rural, the people of the area, farmers, businessmen, 
labor, and the public generally, would have to work out a program 
for the economic development of the area. The resources of the area 
would have to be considered carefully—farmland, timber, mineral 
resources, power, transportation, factories and factory sites, skilled 
or unskilled labor, community facilities and any other factors which 
might be useful in an economic development program. In the develop- 
ment of this program the local leaders would have the benefit of assist- 
ance, technical information and market or other research from the 
Administrator and from their own State, county or city government. 
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This overall program for economic development of the area would 
be submitted to the Administrator for his review and approval. In 
the course of this review he would himself have the benefit of the 
advice and assistance of the agencies of the Federal Government, 
and the Area Redevelopment Advisory Board. The Administrator 
would look for a sound, realistic, practical program showing real 
prospects of substantial economic development of the area to a point 
where the area could stand on its own feet—not requiring assistance 
from State or Federal sources, but producing many commodities for 
other areas, and supplying tax revenues to State and Federal treasuries. 
After the overall program had been approved, it would be up to the 
area to carry itout. Projects would have to be developed which would 
fit in with the overall program. These projects would have to be 
workable and practical. The private contribution and the State’s 
contribution would provide a grassroots assurance of the practicabil- 
ity of each individual project. 

If the project did proceed through private, or local or State financing, 
perhaps with only technical assistance or advice from the Adminis- 
trator, this would be encouraged. On the other hand, if the project 
could only be carried out with the help of a loan or other financial 
assistance from the Administrator, then it would be necessary not 
only to have local and State financing of 5 and 10 percent or more but 
the State development agency would have to certify that the project 
was consistent with the overall program. 


LOANS FOR INDUSTRIAL PROJECTS 


Section 6 of the bill provides two $100 million revolving funds, one 
for industrial projects in industrial redevelopment areas, the other 
for industrial projects in rural redevelopment areas. These revolvin 
funds for loans were provided because witness after witness testifie 
that in these urban and rural areas where unemployment and under- 
employment have been substaffial and persistent, the communities’ 
own resources are not sufficient’ to make it possible for industrial 
development to proceed. 1 291 

This need for capital is relateé Closely to the general need for small- 
business credit, which has occupied the attention of the Congress for 
many years. The Small Business Administration is now providing 
a limited amount of assistance and when the Small Business Invest- 
ment Act is fully effective more help will be provided. State business 
development credit corporations and authorities, and local organiza- 
tions are seeking to provide equity capital or long-term credit for small 
businesses. The problems which small business finds in raising capital 
throughout the country are intensified in areas which have long been 
suffering from unemployment and underemployment. The theal capi- 
tal frequently has been consumed in previous efforts to start the new 
businesses, or in relief measures. Outside capital is doubly reluctant 
to venture into an area where other industries have suffered and 
failed; a safer investment elesewhere seems preferable. 

It is impossible to predict the kind or number of projects or the 
number of jobs which will be created by these loans. However, the 
two $100 million revolving funds will be sufficient to finance a sub- 
stantial program which will demonstrate its feasibility and effec- 
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tiveness. The total capital investment in the projects for which loans 
are made will be substantially greater than the amount of the loans, 
by at least 50 percent. Accordingly, the loans authorized in section 6 
should generate an in'tial total public and private expenditure of $300 
million or more. This should have a very substantia] effect in provid- 
ing permanent jobs in areas of chronic unemployment or underemploy- 
ment. And as these loans are repaid, additional funds will become 
available for new loans. 

Section 6 expressly provides that loans made under it for industrial 
projects must not be granted to assist establishments relocating from 
one area to another, when such assistance will result in substantial 
detriment to the area of original location by increasing unemploy- 
ment.. This provision reflects the declaration of purpose of the act, 
to create new employment opportunities by developing and expand- 
ing facilities and resources without substantially reducing employiaent 
in other areas of the United States. 

If the proposed transfer of a plant from one area to another will 
create as much unemployment in the area it leaves as it absorbs in 
the area it moves to, nothing has been gained from the point of view 
of the overall economy of the United States. The use of Federal funds 
for a transfer of this sort would not be justified. Expansion of exist- 
ing firms and the creation and development of new businesses or new 
branches of firms in business elsewhere, without at the same time sub- 
stantially reducing existing employment opportunities, is the aim 
of this Federal assistance. In an expanding economy ample oppor- 
tunities can be found to develop the depressed areas without injury 
to other areas of the country. 


LOANS FOR PUBLIC FACILITIES 


S. 722 provides a revolving fund of $100 million for loans to States, 
Indian tribes, or organizations representing redevelopment areas to 
help in financing the purchase or development of land for public facility 
usage, and construction or siterationsot public facilities, if the project 
will tend to improve the opportunities in the area for the establishment 
or expansion of ieedntaied op commercial plants or facilities. 

A depressed area may have many ofthe assets sought by industry— 
buildings, labor, community facilities and the like; but it may lack one 
public facility without which all the others are useless, for example, 
adequate water for industrial use, adequate sewage facilities, or access 
to a navigable river or a railroad. 

A community which has long been suffering from unemployment or 
underemployment may be unable to raise the funds for the umprove- 
ment out of its own resources or to borrow it at reasonable interest 
rates. For an area suffering from excessive unemployment credit. is 
always tight. 


GRANTS FOR PUBLIC FACILITIES 





S. 722 authorizes appropriations of $75 million for grants to States 
or their subdivisions, Indian tribes, or public or private organizations 
representing redevelopment areas for land acquisition or development 
for public facilities usage, or construction or alteration of public 
facilities in the area, if the project will improve the opportunities in 
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the area for the establishment or expansion of industrial or commercial 
plants or facilities. 

Some redevelopment areas have inadequate economic resources, 
either because of chronic unemployment or underemployment or a 

enerally low level of economic development, to borrow money to 
evelop public facilities which would make the areas attractive to new 
industry. For this reason, the bill provides for grants to improve 
public facilities. 

The organization requesting the grant must contribute to the cost 
of the project in proportion to its ability to contribute. The grant 
would be limited to the amount necessary to assure completion of the 
project. The amounts appropriated would be subject to further 
scrutiny by the Congress at the time appropriations are requested. 


INFORMATION AND TECHNICAL ASSISTANCE 


The Administrator is directed to provide assistance, technical infor- 
mation, market research and other forms of advice available from the 
Federal Government which would be useful in alleviatin unemploy- 
ment and underemployment in the areas. In addition, the Adminis- 
trator is authorized to provide technical assistance to the areas, in- 
cluding studies evaluating the needs of and developing potentials for 
economic growth for cam areas. This may be done either through 
the Administrator’s staff or by employing individuals, firms or in- 
stitutions. For example, State universities and land-grant colleges 
might be in a position to make a substantial contribution to the de- 
velopment of areas by this means. Appropriations up to $4.5 mil- 
lion annually are authorized for this program. 

One of the best methods of creating employment in a depressed 
area is to encourage the expansion of employment by employers 
already in business in the area. These employers may perhaps not 
be aware of the possibility of diversification and expansion into new 
lines. Some are not aware of new markets for their present lines of 
products. Others may not be aware of possible cost reductions that 
would improve their ability to expand. In other cases technical as- 
sistance might find new uses for natural resources located in depressed 
areas. This would involve studies of the availability of raw ma- 
terials and exploration of new uses for them. Useful studies could 
also be made under this provision of the manpower situation in re- 
development areas and inventory of the labor skills and economic 
assets of each area, which is now suffering from low incomes and 
chronic unemployment or underemployment, could make it possible 
for public site private groups to attract expanding industries in need 
of these resources to the area. 


URBAN RENEWAL 


In addition to other types of Federal assistance, S. 722 makes it 
possible for economically depressed areas to participate more fully in 
the Federal urban renewal program. Under existing law, this program 
is available to communities which have undertaken a program to 
clear and redevelop slums and to rehabilitate blighted areas. Such 
communities, having complied with the requirements of the urban 
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renewal program (the most important of which is the presentation of a 
“workable program’’ which represents the community’s long-range 
plan for dealing with the total problem of urban development and 
redevelopment), may obtain loans and grants with which to plan and 
carry to completion an urban renewal project. Federal loans are used 
to defray planning and other initial expenses and are repaid from 
Federal grants ad to defray a portion of total urban renewal costs. 
Federal grants may not exceed two-thirds of the aggregate net project 
costs. 

Basically the urban renewal program is related to the clearance, 
rehabilitation or redevelopment of residential areas. To insure that 
urban renewal activity is confined primarily to residential renewal, 
existing law states (sec. 110(c), Housing Act of 1949, as amended): 


Financial assistance shall not be extended under this title 
with respect to any urban renewal area which is not clearly 
prea ny residential in character unless such area will 

e a predominantly residential area under the urban renewal 
plan therefor. 


However, existing law provides two exceptions to the above rule. 
They are: 


(1) An area which is not clearly predominantly residential 
in character [but which] contains a substantial number of 
slum, blighted, deteriorated, or deteriorating dwellings or 
other living accommodations, the elimination of which would 
tend to promote the public health, safety, and welfare in the 
locality involved and * * * [which] is not appropriate for 
predominantly residential uses. 


For this type of exception, capital grants may be made up to an 
amount not to exceed 10 percent of the total amount of capital 
grants authorized (S. 57, 86th Congress, would increase this figure 
20 percent). 


(2) Land which is predominantly open and which * * * 
substantially impairs or arrests the sound growth of the 


community, or open land necessary for sound community 
growth * * * 


This type of land may be developed for predominantly nonresidential 
uses if the community determines that such development for non- 
residential uses is necessary and appropriate to facilitate the proper 
growth and development of the community. Federal aid under this 
exception is limited to loans and advances which shall not exceed 2% 
percent of the gross project costs of all other urban renewal projects 
undertaken by the community. 

The effect of section 14 is to add one more exception to the present 
exceptions described above. Under the new exception, urban renewal 
assistance may be provided to a municipality otherwise eligible and 
designated as “an industrial redevelopment area”, if there is a reason- 
able probability that with such assistance the area will be able to 
achieve more than temporary improvement in its economic develop- 
ment. 

Such area need not comply with the “predominantly residential’’ 
test and thus areas which are predominantly commercial or industrial 
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— zee will be redeveloped as commercial or industrial areas are 
eligible. 
© assistance may be provided in any area if the Administrator 
determines that it will assist in relocating business operations from 
one area to another when such assistance will result in substantial 
detriment to the area of original location by increasing unemployment. 
This restriction carries over into this section the policy stated in sec- 
tion 2 of the act, that new employment opportunities should be created 
by developing and expanding facilities without substantially reducing 
employment in other areas. Since the Administrator will review the 
workable program presented by the community in connection with 
an urban renewal program, he will have an opportunity to see whether 
such interference with other areas is intended. Ifa workable program 
discloses a proposed relocation which would cause increased unem- 
loyment in the original location, he would not approve the project. 
he provision does not require him to do more. 
As stated previously, 10 percent of the total amount of capital 
ants authorized for urban renewal purposes may be used for the 
evelopment of projects which are classified as exceptions to the 
predominantly residential requirement. Although a new category of 
exception is added by section 14, no additional funds are made avail- 
able by the bill. - Projects which may be started under the new 
exception must be financed out of the funds already available for 
exceptions to the general rule. 
As of February 28, 1959, capital grants funds available for all non- 
residential urban renewal projects were as follows: 
Maximum available (10 percent of total grant money released to Urban Million 
Renewal Administration) 
Applications approved for grant reservation (33 projects) 


Potentially available 


Assuming that no additional nonresidential projects were approved 
before passage of the bill, $23.9 million would be available for all 
nonresidential urban renewal projects, including the new exception 
provided by S. 722. Additional funds may be made available for 
urban renewal capital grants during the present session of Congress. 
Ten percent of these new funds would become available for non- 
residential urban renewal projects. 

Essentially S. 722 is designed to establish various types of programs 
which would be effective in alleviating substantial and persistent 
unemployment in certain economically depressed areas. ile ad- 
mittolly the urban renewal program is not specifically designed to 
alleviate unemployment, it can nevertheless stimulate activity through 
the demolition and clearance of slums and eventually through the 
establishment of active and prosperous business communities. The 
existence of commercial and industrial slums depress the business life 
of many communities. Any stimulus which can be provided to re- 
activate old businesses and attract new businesses, not only provides 
additional employment, but also increases the tax revenues of a com- 
munity which, in turn, permits that community to undertake more 
expansive programs of public improvement. 
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It has been argued that despite the close association of the urban 
renewal program with clearance of residential slums and the improve- 
ment of housing standards and living conditions, it is important to 
ene employment and income for the individual in order to permit 

im personally to improve his living standards. All exceptions to the 
predominantly residential requirement seek to achieve this objective. 

In view of the urgent need in some areas to provide opportunities 
for business expansion and employment and to reduce unemployment, 
the committee has agreed to authorize an additional exception to the 
“predominantly residential’ requirement in existing urban renewal 
statutes. This action, however, does not indicate any disposition on 
the part of the committee to waive generally present requirements of 
the Soe which accent the relationship between urban renewal and the 


improvement of residential standards. Thus, the committee has 
approved a new exception but has required that capital grant funds 
for this new exception be made available out of the present 10 percent 
of total capital grant funds available for all exceptions. 


VOCATIONAL TRAINING AND TRAINING PAYMENTS 


In areas where the principal industry has left or is obsolete, or where 
the area never reached an advanced state of development, it will be 
important to provide vocational training and retraining for the people 
of the area. Developing new industries in the area will accomplish 
little, and will, in fact, be impossible, unless the available labor can 
meet the needs of the industry. Accordingly, the bill provides that 
the Secretary of Labor shall determine the needs of the area for voca- 
tional training and shall cooperate with the Secretary of Health, Edu- 
cation, and Welfare and existing State and local agencies to make these 
services available to the area. And in areas where additional facilities 
are needed, the Secretary of Health, Education, and Welfare is to 
provide assistance, including financial assistance where necessary, 
to the appropriate State vocational educational agencies or through 
educational institutions if the State agency is unable to do so. The 

rovision expressly limits this training or retraining to what is needed 
or new employment in the area; it is not intended to cover training 
for jobs in other areas. 

Since every State and Territory in the United States has a State 
board for vocational education that has operated vocational training 
programs successfully for more than 40 years, the Secretary of Labor 
will be expected to use officials of such State boards to assist with 
determining the training and retraining needs of unemployed indi- 
viduals residing in redevelopment areas and funds authorized under 
this act for establishing, expanding, and operating needed vocational 
training programs and facilities shall be channeled through such 
boards. Such boards have authority under existing State and Federal 
laws to make Federal vocational training funds available for training 
programs in high schools, special vocational schools, technical insti- 
tutes, junior colleges and senior colleges.. Such a procedure would 
result. in using existing authorities at the State and local levels and 
would avoid duplication and possible conflict. 

In order to enable unemployed persons to get the benefits of this 
training the bill also provides that. the Secretary of Labor may make 





AREA REDEVELOPMENT ACT 27 


weekly retraining payments, through State agencies, to unemployed 

persons in the redevelopment areas, for the duration of the training 

period, but in no case to exceed 16 weeks at the average weekly unem- 
loyment compensation rate in that State. These payments are to 
e limited to those not receiving unemployment compensation. 


AMENDMENTS TO THE BILL 


Criteria for industrial areas 


In an attempt to meet some of the objections of the administration 
to S. 722, the committee revised the criteria for the designation of 
industrial redevelopment areas, and adopted a modified version of the 
Administration criteria. Under the bill as reported the Administrator 
will be required to designate as an industrial redevelopment area “any 
industrial area— 

(1) where the rate of unemployment, excluding unemploy- 
ment due primarily to temporary or seasonal factors, is cur- 
rently 6 per centum or more and has averaged at least 6 per 
centum for the qualifying time periods specified in subpara- 
graph (2) below; and 

(2) at least— 

(a) 50 per centum above the national average for three 
of the preceding four calendar years, or 
(b) 75 per centum above the national average for two 
of the preceding three calendar years, or 
(c) 100 per centum above the national average for one 
of the preceding two years.” 
This change was also made because of the desirability, in a permanent 
statute, to use as a test for the eligibility of an industrial area the 
relation over an extended period of time between the rate of unem- 
loyment in an area and the national average rate of unemployment. 
he committee felt that new criteria most clearly carried out the basic 
requirement of the act that it should apply to areas which have suffered 
from “substantial and persistent unemployment for an extended 
period of time.” 

Under the new criteria, in order to be eligible, an industrial area 
would have to have a current rate of unemployment, not counting 
unemployment due primarily ‘to temporary and seasonal factors, of 
6 percent or more. In addition, the area would have to have had 
an average rate of at least 6 percent unemployment for 3 out of the 
preceding 4 calendar years, or for 2 of the preceding 3 calendar years, 
or for one of the preceding 2 years. In addition, a the area would 
have to have had unemployment 50 percent above the national aver- 
age for 3 of the preceding 4 calendar years, or 75 percent above the 
national average for 2 of the preceding 3 calendar years, or 100 per- 
cent above the national average for one of the preceding 2 years. 

In addition, the committee adopted a modification of the Kennedy- 
Williams (New Jersey)-Humphrey-McCarthy amendment. As 
adopted by the committee, the amendment requires the President to 
notify the Administrator when he makes a report under the peril- 
point or escape-clause provisions of the Trade Agreements’ Extension 
Act of 1951. The Administrator is then required to give priority 
of consideration for designation as an industrial redevelopment area) 
to any industrial area in which a substantial part of the employment 
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is or most recently was in the affected industry. The area must, of 
course, satisfy the requirements of the act both for designation and 
obtaining assistance. The provision was not intended to change any 
of the requirements of the act but merely to give priority of consider- 
ation in connection with the designation as industrial redevelopment 
areas. 


Rural redevelopment areas 


The committee adopted a modification of the amendment suggested 
by Representative Edmondson. Under the amendment adopted, the 
Administrator is required to consider, among other factors, the pro- 
portion of the population of a rural area which is receiving public 
assistance, in determining whether to designate an area as a rural 
redevelopment area. 

In addition, the committee amended the basic definition of rural 
redevelopment areas to read as follows: 


those rural areas within the United States which he deter- 
mines are among the highest in numbers and percentages of 
low-income families, and in which there exists a condition of 
substantial and persistent unemployment. or underemploy- 
ment. 


This change was made in order to make it clear that the Administrator 
should concentrate his attention upon the rural areas which are suffer- 
ing most severely from substantial and persistent unemployment or 
underemployment and which have the largest numbers and highest 
percentages of low-income families. 
Public utilities 

The committee amended the provision relating to loans and grants 
for public facilities in accordance with an amendment proposed by 
Senator Frear. This amendment prohibits either a loan or grant to 
a State or municipality for a public facility which would compete 
with an existing privately owned public utility rendering a service to 
the public under State regulation unless the State regulatory bod 
determines that in the area to be served by the public facility for whieh 
the financial assistance is to be extended there is a need for an increase 
in service which the existing public utility is not able to meet through 
its existing facilities or through an expansion which it is prepared to 
undertake. 


Retraining subsistence payments 


The committee adopted an amendment proposed by Senator Byrd 
of West Virginia to increase the maximum period for retraining sub- 
sistence payments from 13 weeks to 16 as, and at the same time 
to make it clear that the payments could not be paid beyond the 
actual period when the training was being received. The committee 
felt that the 13 weeks period might in many cases be too short to 
provide the full training needed, though it was recognized that in 
many cases a shorter period would suffice. 


Record of applications 


The committee adopted a proposal requiring the Administrator to 
keep a permanent public record containing information with respect 
to approved applications. This amendment further strengthens the 
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provisions already in the bill relating to the employment of expediters 
and administrative employees and the penal provisions of the bill 
prohibiting investment or speculation by employees and others con- 
nected with the administration on the basis of information concerning 
the proposed actions of the Administrator in securities or property of 
concerns receiving assistance under the act. 


Records and audit 


As a further protection against abuses, the committee adopted a 
rovision from Senator Scott’s bill, S. 268. This amendment requires 
orrowers to keep full records concerning projects for which loans 

have been made. It also authorizes audits and examinations of the 
reves, of borrowers by the Administrator and by the Comptroller 
eneral. 


PROPOSAL FOR DEVELOPMENT OF “‘UNDERDEVELOPED REGIONS” 


During the hearings, the committee received testimony from 
the Eastern Kentucky Regional Planning Commission favoring the 
designation of ‘underdeveloped regions’ for assistance as well as 
depressed areas. It was pointed out that in some instances, basic 
developmental needs are regione and multistate in character, including 
such regional facilities as highways, water transportation, flood con- 
trol and water supply. 

While the committee feels that the principles embodied in the 
proposed amendments are too broad and far reaching to permit 
inclusion in the bill, it is also felt that the suggestions deserve careful 
consideration and study in relation to future treatment of the national 
economy. 

SECTION-BY-SECTION ANALYSIS 
Section 1 

The short title of the act is the Area Redevelopment Act. 

Section 2. Declaration of purpose 


The purpose of the act is to help areas of substantial and persistent 
unemployment and underemployment to plan and finance their 
economic development. This would be accomplished by assisting 
communities, industries, enterprises, and individuals in providing 
new employment opportunities and by expanding existing facilities 
and resources without substantially reducing employment in other 
areas of the United States. 


Section 3. Area Redevelopment Administration 


An Area Redevelopment Administration would be established as an 
independent agency under the direction and control of an Adminis- 
trator who is to be appointed by the President, with the advice and 
consent of the Senate. 


Section 4. Advisory board 
The bill provides for the establishment of two advisory groups. 
Subsection (a) would create an Area Redevelopment Advisory 
Board. The Administrator is to act as Chairman of this Board. In 
addition to the Administrator, 11 heads of departments or independ- 
ent Agencies are designated as members of the Board. 
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Subsection (b) would create a National Public Advisory Committee 
on Area Redevelopment to be appointed by the Administrator to 
consist of 25 auleas representing labor, management, agriculture, 
and the public in general. This Committee is to make recommenda- 
tions to the Administrator in carrying out his duties. It is required 
to meet twice a year. 

Subsection (c) authorizes the Administrator to call ad hoc industry 
committees representing the parties in interest, including representa- 
tives of the transportation and other industries, when an industry has 
been a primary source of unemployment or underemployment areas 
designated by the Administrator as redevelopment areas. The 
industry committees are to recommend plans and programs to the 
Administrator with reference to such industry. 


Section 5. Redevelopment areas 


The bill recognizes two types of redevelopment areas—industrial 
= ierreantet will be eligible to receive Federal assistance under 
this Dull. 

Under subsection (a) an area may be designated an industrial 
redevelopment area in any one of the following ways: (1) the Admin- 
istrator may, at his discretion, determine that a given area has 
been subject to substantial and persistent unemployment for an 
extended period of time and designate the area an industrial redevelop- 
ment area; or (2) the Administrator must designate an industrial area 
as an industrial redevelopment area— 

(1) where the rate of unemployment, excluding unem- 
ployment due primarily to temporary or seasonal factors, 
is currently 6 per centum or more and has averaged at least 
6 per centum for the qualifying time periods specified in 
subparagraph (2) below; and 
(2) where the annual average rate of unemployment has 
been at least— 
(a) 50 per centum above the national average for 
three of the preceding four calendar years, or 
(6) 75 per centum above the national average for two 
of the preceding three calendar years, or 
(c) 100 per centum above the national average for one 
of the preceding two years. 
Areas adversely affected by trade agreements concerning which the 
President has notified the Administrator under section 5(f) are given 
priority in consideration of designation as industrial redevelopment 
areas. 

Subsection (b) sets forth the criteria for designating a rural area 
as a rural redevelopment area. The Administrator is directed to 
designate as rural redevelopment areas those rural areas which he 
determines are among the highest in numbers and percentages of 
low-income families, and in which there exists a condition of substantial 
and persistent unemployment or underemployment. In making 
these designations the Administrator is required to consider, among 
other relevant factors, the number of low-income farm families in the 
various rural areas in the United States, the proportion such low- 
income families are to the total farm families of each of such areas, 
the relationship of the income levels of families in-each such area to 
the general levels of income in the United States, the current and 
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prospective employment opportunities in each such area, the avail- 
ability of manpower in each such area for supplemental employment 
and the proportion of the population receiving public assistance. 

Subsection (c) provides that in making determinations concerning 
redevelopment areas the Administrator is to be guided, but not con- 
clusively governed, by studies made and the available information 
compiled by the various Federal agencies, State and local governments, 
universities and private organizations. 

Under subsection (d) the Administrator may also request from the 
Secretary of Labor, the Secretary of Agriculture, and the Director of 
the Bureau of the Census special studies and such information and data 
as he deems necessary to enable him to make the determinations pro- 
vided for in this section. The Administrator is required to reimburse 
these agencies for expenditures which they incur in connection with 
filling his requests. 

Subsection (e) defines the term “redevelopment area’’ to mean any 
area within the United States which has been designated by the Admin- 
istrator as an industrial redevelopment or a rural redevelopment area. 
It is the intention of the committee, by this provision, to limit the 
benefits of the act to the several States and not to extend it to the 
District of Columbia or to any other area which is not a State. 

Subsection (f) requires the President to notify the Administration 
when he reports to the Congress under the peril point procedure or 
when he reports to the Ways and Means and Finance Committees 


under the escape clause procedure of the Trade Agreements Extension 
Act of 1951. 


Section 6. Loans and participations 

Under subsection (a) the Administrator is authorized to make loans 
(including participations), to assist in the purchase or development of 
land and facilities (including machinery and equipment) for industrial 
use, or for the construction, rehabilitation, or alteration of indus- 
trial plants. This assistance shall not be extended for working capital 
or to assist establishments relocating from one area to another when 
such assistance will result in substantial detriment to the area of 
original location by increasing unemployment. 

Subsection (b) imposes the following restrictions: 

(1) The total amount of loans and participations outstanding at 
any one time in industrial redevelopment areas must not exceed $100 
million and in local redevelopment areas must not exceed $100 million 

(2) The assistance may only be extended to applicants which 
have been approved for the purpose by an agency of. the State or its 
political subdivision concerned with problems of economic develop- 
ment in the State or subdivision. 

(3) The project will provide more than a temporary alleviation of 
unemployment or underemployment. 

(4) The assistance may only be extended if such financial assistance 
is not otherwise available from private lenders or other Federal 
agencies on reasonable terms. 

(5) An immediate participation is to be preferred to a loan. 

(6) There must be reasonable assurance of repayment. 

(7) The length of the loan may not exceed 30 years, plus an addi- 
tional.10 years in the course of liquidating the loan, 
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(8) The interest must be one-half of 1 percent above the amount 
paid to the Secretary of the Treasury. One-quarter of 1 percent must 
be placed in a sinking fund to cover losses on loans. 

(9) The assistunce must not exceed 65 percent of the cost to the 
applicant, excluding other Federal aid, and the following conditions 
must be observed: 

(A) Enough funds must be available to complete the project; 

(B) at least 10 percent of the cost must be supplied by the 

. State or a subdivision, community or area organization, as 

equity capital, or as a loan; 

(C) in the case of a project in an industrial redevelopment 
area not less than 5 percent of the cost must be supplied by non- 
governmental sources; 

(D) the Federal financial assistance must be repayable after 
other loans made in connection with the project and in accordance 
with this section have been repaid in full; 

(10) an overall program for the economic development of the area 
must have been approved by the Administrator and a finding must be 
made by the State or a subdivision that the project is consistent with 
the program. 

Subsection (c) provides that if there is no agency or instrumentality 
in a State or subdivision qualified to approve applicants under this 
section, the Administrator may appoint a local redevelopment com- 
mittee consisting of seven or more residents of the area representing 
labor, commercial, industrial and agricultural groups and the residents 
of the area generally. 

Subsection (d) creates a revolving fund of $100 million for projects 
in industrial redevelopment areas and another revolving fund of $100 
million for projects in rural redevelopment areas. 

Section 7. Loans for public facilities 

(a) Loans for public facilities may be made upon the application of 
a State or a political subdivision thereof, or an Indian tribe, or a 
private or public organization or association representing a redevelop- 
ment area. The loan may be made for the purpose of financing the 
purchase or development of land for public facility usage, and the 
construction, rehabilitation, alteration, expansion, or improvement 
of public facilities within the redevelopment area. 

The project must provide more than a temporary alleviation of 
unemployment or underemployment, and must tend to improve the 
opportunities in the area for the successful establishment or expansion 
of industrial or commercial plants or facilities. The loan may not be 
granted unless funds are not available from other sources on reason- 
able terms. The amount of the loan plus other available funds must 
be sufficient for completion of the project. There must be a reason- 
able expectation of repayment. 

(b) The loan is limited to €5 percent of the aggregate cost of the 
project, and it must mature within 40 years. The interest rate is to 
be one-quarter of 1 percent above the rate of interest paid by the 
Administrator to the Secretary of the Treasury. 

Under subsection (c) the Administrator must require that at least 
10 percent of the cost of the project. shall be supplied by. the. State 
(or any political subdivision thereof) as equity capital, or as a loan. 
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The Federal loan is to be subordinate to other loans made in con- 
nection with the project and in accordance with this section. (Sub- 
section (d).) 

Subsection (e) prohibits financial assistance to a public facility 
which would compete with an existing privately owned public utility 
rendering a service to the public at rates or charges subject to regula- 
tion by a State regulatory body, unless the State regulatory body 
determines that in the area to be served by the public facility for 
which the financial assistance is to be extended there is a need for an 
increase in such service (taking into consideration reasonably fore- 
seeable future needs) which the existing public utility is not able to 
meet through its existing facilities or through an expansion which it 
is prepared to undertake. 

A revolving fund of $100 million is set up, from funds borrowed 
from the Treasury. 


Section 8. Grants for public facilities 

Subsections (a) and (b) would authorize the Administrator to make 
studies of the needs for public facilities in the various redevelopment 
areas and to make grants for the acquisition or development of land for 
public facility usage in redevelopment areas, and for the construction, 
rehabilitation, or improvement of public facilities in such areas. Any 
such grant could be made only pursuant to a proposal (showing the 
proposed project, its cost, and the vieaphaat local contributions) 


received from the State or local government, Indian tribe, or from a 
public or private organization representing the redevelopment area 
(or part thereof) concerned, and only if (1) the proposed project will 
provide more than a temporary alleviation of unemployment or 


underemployment in the area, and will tend to promote industrial 
or commercial development, (2) the entity requesting the grant will 
contribute to the cost of the project in proportion to its ability, and 
(3) the project is urgently needed in the area and could not be under- 
taken without such a grant. Nosuch grant could exceed the difference 
between the total cost of the project and the amount available for it 
from other sources (including loans under sec. 7 of the bill). 

Subsection (c) would direct the Administrator to issue regulations 
to insure that Federal funds made available for public facility projects 
under this section are not wasted or dissipated. 

Subsection (e) would impose a restriction on grants for public 
utilities like the restrictions imposed on loans under subsection 7(e) 
described above. 

Subsection (e) would authorize appropriations not exceeding $75 
million for public facility grants under this section. 


Section 9. Funds for loans 


This section would authorize the Administrator to obtain funds for 
making loans under sections 6 and 7 of the bill by borrowing from the 
Treasury in amounts not exceeding $300 million outstanding at any 
one time. The interest rate on the notes and obligations representing 
this borrowing would be determined by the Secretary of the Treasury 
at a rate not greater than the current average yields on outstanding 
marketable obligations of the United States of comparable maturities 
as of the last day of the month preceding the issuance of such notes 
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or other obligations. The amounts thus obtained from the Treasury 
would be used to establish the revolving funds provided for in sections 
6 and 7 of the bill. 


Section 10. Information 


The Administrator is authorized to help firms in redevelopment 
areas by providing them with technical information, market research, 
and other forms of assistance which are obtainable from the various 
Federal agencies and which might be useful to the areas in providing. 
acaiteeet Cretieeircat 

In addition, the Administrator would be directed to furnish Federal 
procurement agencies with a list of addresses of businesses located in 
redevelopment areas and the supplies or services that such firms are 
engaged in providing. 

Section 11. Technical assistance 


This section would authorize the Administrator to offer technical 
assistance to redevelopment areas. Such technical assistance might 
eonsist of data concerning the resources and the economic potential of 
the area and other information that may help the economic growth of 
these areas. The assistance may be provided directly through mem- 
bers of the staff of the Area Redevelopment Administration or through 
contracts with private individuals, partnerships, firms, corporations, 
or institutions. Not to exceed $4,500,000 a year is authorized to be 
appropriated for the purpose of this section. 


Section 12. Powers of Administrator 


This section would provide the Administrator with the adminis- 
trative powers needed to carry out the area redevelopment program 
under the bill. The Administrator would be authorized by this sec- 
tion to engage in such business transactions, and to take such action to 
acquire, rspose of, and otherwise deal with both real and personal 

roperty and to enforce any rights, claims, and obligations, as may 
be necessary or appropriate in connection with the performance of 
his duties under the bill; and to establish such rules and regulations 
as may be appropriate in carrying out the provisions of the bill. 


Section 13. Termination of eligvbility for further assistance 

Under this section the Administrator is required to terminate the 
eligibility for area redevelopment assistance when he finds the eco- 
nomic conditions within the area improve, so as no longer to warrant 
such assistance. An area may be redesignated as a redevelopment 
area, if the economic conditions within the area deteriorate to qualify 
again for redevelopment assistance. No action in terminating the 
eligibility of an area to receive aid under this bill will affect the validity 
of any contracts entered into prior to the termination of eligibility. 
Section 14.. Urban renewal 

Subsection (a) adds to title I of the Housing Act of 1949 a new sec- 
tion 112 which— 

(a) provides financial assistance to local public agencies in any 
otherwise eligible municipality where the Area -Redevelopment 
Administrator certifies to the Administrator (HHFA) that— 

(1) the municipality is situated in an area designated as 
an industrial redevelopment area, and 
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(2) there is a probability that such assistance will con- 
tribute to more than temporary improvement in economic 
development; 

(b) waives the ‘predominantly residential’ requirement of sec- 
tion 110 (c) of title I of the Housing Act of 1949, but prohibits 
assistance to areas in which the Administrator determines that 
relocation of business operations from one area to another would 
result in increasing unemployment in the area of original location; 

(c) permits financial assistance to an area containing primarily 
industrial or commercial structures suitable for rehabilitation 
under the urban renewal plan; 

(d) authorizes disposition of land under this section to any 
public agency or nonprofit corporation for subsequent disposi- 
tion provided that— 

(1) such disposition shall be made to the public agency or 
nonprofit corporation at not less than fair market value for 
uses in accordance with the urban renewal plan; 

(2) subsequent purchasers shall bé required to assume the 
obligations imposed under section 105 (b) of title I of the 
Housing Act of 1949 (105 (b) requires developer to proceed 
with development or redevelopment promptly and in ac- 
cordance with approved plan) ; 

(e) permits the Administrator to continue financial assistance 
to @ project in execution even though the area in which the project 
is located may no longer be an industrial development. area, 

Subsection (b) amends section 110 (c) of title I of the Housing Act 
of 1949 to include as an additional type of exemption industrial or 
commercial redevelopment areas as defined in section 112 (a). This 
would require that Federal capital grants for all nonresidential proj- 
ects, including the new exemption, be limited to 10 percent of total 
capital grant authorizations. 


Section 15. Urban planning grants 


This section amends section 701 of the Housing Act of 1954 so as to 
make planning grants available to communities having populations 
of 25,000 or more if designated as industrial redevelopment areas. 


Section 16. Vocational training 


This section provides that the Secretary of Labor shall determine 
the training or retraining needs of the labor force in a redevelopment 
area. The Secretary of Labor would have the responsibility to 
arrange to provide any necessary technical assistance for setting up 
apprenticeship, journeyman, and other job training needed in the 
area, and the Secretary of Health, Education, and Welfare would have 
the responsibility to arrange for the availability of facilities and 
services necessary for vocational training or retraining. The training 
is limited to what is needed to qualify persons for new employment in 
the redevelopment area. 


Section 17. Retraining subsistence payments 

_ This section would provide that the Secretary of Labor shall enter 
into agreements with States in which redevelopment areas are located 
whereby such States (as agents of the United States) would make 
weekly retraining payments to unemployed individuals in such areas 
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who are not entitled to unemployment compensation and who are 
undergoing training for new jobs. Such payments could not be made 
to any individual for more than 16 weeks, and each such payment 
would be equal in amount to the average unemployment-compensation 
payment payable in the State concerned. 


Section 18. Penalties 


Subsection (a) makes it a crime to make a false statement or willfully 
overvalue a security for the purpose of obtaining a loan or of influenc- 
ing any action of the Administrator or to obtain money, property, or 
anything of value under the act. 

Subsection (b) makes it a crime for any employee or agent of the 
Administrator to embezzle or misapply any money or securities, or 
make any false entries, or to issue or assign notes or other documents 
with intent to defraud, or to participate or share in any loan or con- 
tract made by the Administrator with intent to defraud, or to give 
out any unauthorized information about the actions or plans of the 
Administrator, or to invest or speculate in the securities of a company 
receiving assistance from the Administrator. 


Section 19. Employment of expediters and administrative employees 
This section provides that a loan may not be made to a business 
enterprise unless the names of the attorneys and agents expediting the 
application and the fees paid to them are certified to the Administrator 
and unless an agreement is executed requiring the firm to refrain from 
employing or offering to employ or retain the professional services of 
an employee of the Administrator who exercised discretionary power 
at the time the assistance was granted or during the preceding year. 


Section 20. Record of applications 


The Administrator would be required to keep a public record of the 
applications approved, with the name of the applicant and the amount, 
duration and purposes of the loan, and the security given. 


Section 21. Prevailing rate of wage and 40-hour week 


This section requires the Administrator to insure that all laborers 
and mechanics employed by contractors and subcontractors on proj- 
ects undertaken by public applicants assisted under the act (1) be 
paid wages at rates no less than those prevailing on the same type of 
work on similar construction in the immediate locality as determined 
by the Secretary of Labor under the Davis-Bacon Act and (2) receive 
time and one-half for hours worked during a week in excess of 40. 


Section 22. Annual report 


‘This section would require the Administrator to submit a detailed 
and comprehensive annual report to the Congress, beginning with the 
fiscal year ending June 30, 1959. The report shall show, among other 
things: (1) the number and size of Government contracts placed with 
business firms located in redevelopment areas; and (2) the size and 
number of such contracts which were placed with business firms lo- 
cated in redevelopment areas pursuant to paragraph 3 of section 12 
of this act, and (3) the amount and duration of employment resulting 
from such contracts. The various procurement agencies, upon the 
request of the Administrator, are directed to furnish the Administrator 
such information as may be necessary to enable him to carry out his 
duties under this section. 





AREA REDEVELOPMENT ACT 37 


Section 23. Appropriations 


This section provides authorization for appropriations necessary to 
carry out the provisions of the act. 


Section 24. Use of other facilities 

This section requires the Administrator to use available services 
and the advice of other Government agencies on a reimbursable basis, 
to the extent practicable and with their consent. It also requires 
Government agencies to exercise their powers, duties, and functions 
so as to assist in carrying out the objectives of the act. 


Section 25. Records and audit 


This section requires borrowers under sections 6 and 7 to keep 
records of their activities and to allow the Administrator and the 
Comptroller General access to their records. 








MINORITY VIEWS OF MR. ROBERTSON, MR. FULBRIGHT, 
MR. FREAR, MR. CAPEHART, MR. BENNETT, AND 
MR. BUSH 

INTRODUCTION 


The committee has voted, 9 to 6, to launch a new Federal program 
in a new Federal agency, with an initial authorization of $389,500,000 
plus administrative costs, aimed at alleviating conditions of substantial 
and persistent unemployment and underemployment in certain ecnom- 
ically depressed areas. 

We do not deny the existence of serious problems in certain areas, 
but we believe the bill, S. 722, is fundamentally wrong in its approach 
and unworkable in its terms and its administration. 

The sponsors of this bill have proposed a complex program which is 
basically discriminatory and unworkable. The tragedy in this bill is 
not only the fact that the Federal Government would be involved in 
wasteful and discriminatory expenditures, but more significantly, by 
initially labeling certain areas as depressed areas, the Government 
would raise false hopes for economic redevelopment in a program that 
is impossible to administer equitably. 


ADMINISTRATION INEQUITIES AND OBSTACLES 


Discrimination in favor of few 

Careful scrutiny of the table in the appendix and the bill’s pro- 
visions shows that only a very small proportion of the Nation’s 
unemployed would be singled out as eligible for the alleged benefits 
of the program,.and it should be noted that the selection process is 
based on purely arbitrary criteria. 

As of November 1958, the number of unemployed in 23 major 
labor areas and 89 minor areas that would qualify for assistance 
under S. 722 was 768,800 or only 16 percent of the total volume of the 
Nation’s unemployed. Furthermore, since the proposed program is 
presumably geared only to the goal of eliminating unem liymiettt in 
excess of 6 percent in these areas, it would focus cesentially on elimi- 
nating only 390,800 from the ranks of the unemployed, or 8 percent 
of total national unemployment. 

The bill proposes that the Federal Government loan $100 million 
in depressed industrial areas and $100 million in low-income rural 
areas, These funds would be available for construction or renovation 
of factory buildings and equipping them with machinery. The com- 
mittee has received evidence indicating that an investment of from 
$10,000 to $15,000 is required to support an industrial job. Thus, 
to provide jobs for the 390,800 unemployed who are the prospective 
beneficiaries of the bill would cost from $3.9 to $5 billion, of which 
the Federal share could be 65 percent. The proponents themselves 
agree the amounts provided in the bill are inadequate. But, we 
believe, once this program is started, these additional amounts will 
be demanded. 
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Criteria: Arbitrary and unworkable 


The criteria used for selecting such a small proportion of unem- 
ployed are clearly arbitrary in nature. They provide little basis for 
distinguishing between cyclical unemployment, the elimination of 
which is not the purpose of the proposed legislation, and chronic 
unemployment, presumably the primary target. The weakness of 
the criteria is clearly evident in the apparent selection of two major 
areas and six smaller areas made eligible for assistance solely on the 
basis of unemployment 100 percent above the national average for 
one of the preceding 2 years, The major areas are Lorain-Elyria, 
Ohio, and Huntington-Ashland, W. Va. The smaller areas are New- 
eastle, Ind.; Ionia-Belding-Clarksburg, W. Va.; Greenville, Mich., and 
Owosso, Mich.; Auburn, N.Y.; and New Castle, Pa. How is the 
Administrator to determine that these areas are suffering no more 
than a slow recovery from a cyclical recess‘on? 

Under the provisions of the proposed bill, an area may automatically 
be stamped a “redevelopment area’’ despite a pronounced improve- 
ment in its percentage of employment. South Bend, Ind., for instance, 
would be eligible for assistance under the bill despite the fact that its 
percentage of unemployment has declined from more than 16 percent 
m May of 1958 to around 7 percent in January 1959. Conversely, 
other areas, now ineligible may be moving toward distress. Fixed 
unemployment percentages and time periods do not “provide an ade- 
quate basis for appraising the direction of change in the unemploy- 
ment picture. 

What is the rational basis for arbitrarily selecting a 6 percent volume 
of unemployment as the basic cutoff point in eligibility considerations? 
Are we to assume that all unemployment above 6 percent for a speci- 
fied period reflects chronic conditions, while a lower unemployment 
percentage for the same time span reflects only frictional or short-run 
phenomena? Clearly, the evidence available does not support such a 
distinction. Differentials in unemployment percentages may suggest 
differentials in severity of unemployment but Gaetathily furnish no in- 
sights as to the basic factors underlying unemployment in a given 
area nor any basis for placing the official “redevelopment area” stamp 
on particular areas and not on others with slightly lower percentages 
of unemployment. 

The criteria for eligibility, by their nature, impose an impossible 
burden on the administration of the program. In the absence of 
detailed area studies of the forces underlying high unemployment, 
the Administrator is placed in an unenviable position of making dis- 
criminatory judgments, in favor of some unemployed, and against 
others, without having a clear-cut basis for his decision. 

Furthermore, once having made his determination of eligibility, 
how does the Administrator ration admittedly inadequate funds as 
noted heretofore to solve all the needs of each eligible area? 

It will be impossible to meet the demands of all the areas, indus- 
trial and rural, eligible for assistance. Pressure will be applied to 
the Administrator of the program and to Members of the Congress 
by local communities seeking aid. Since the criteria for eligibility 
gre little or no consideration to economic or business standards, the 

dministrator may well be forced to choose among the applicants on 
the basis of favoritism and political expediency. The procedure for 
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processing applications by State or local government departments 
and by private local committees, if there is no appropriate govern- 
mental unit, offers no protection in this regard and, in fact, would 
intensify the competition among applicants. The situation is further 
aggravated by the fact that there is no limitation on the amount of 
funds that may be loaned or granted in any one State. 

The bill also provides authorization for $75 million in PWA-type 
grants for up to 100 percent of the cost of public facilities, with a 
amount of the community’s contribution left solely to the Admin- 
istrator’s discretion. This provision opens up even greater possibilities 
for’politics and favoritism in the distribution of this huge amount of 
money. However, municipalities who thimk. they see in this grant 
program a new source of funds for enlargement or improvement of 
needed public facilities, may also be disappointed to learn that such 
enlargements in improvements must be related to a private industrial 
or commercial development which will provide additional permanent 
employment. 

Discrimination within industries 

Moreover, not only would the bill promote discrimination by the 
Federal Government in favor of some areas at the expense of others, 
it would also promote such discrimination to benefit some companies 
within a given industry at the expense of competitors. 

Assume a situation in which several companies have plants in 
various parts of the country, none of which are in a so-called “depressed 
area.”’ 

Company A, employing 250 persons, is at a competitive dis- 
advantage because it has not kept pace with the industry as a whole in 
modernizing its factory and improving machinery. 

A community eligible for redevelopment under the bill builds and 
equips a factory with Federal assistance, and induces company A to 
relocate. 

A double discrimination, promoted with Federal funds, has thus 
taken place: discrimination against the area of original location of 
company A and discrimination against company A’s industrial 
competitors. 


Administrative difficulties compounded in rural program 

Most of-what. we have said about the defects of this bill, and the 
fundamental approach which it takes, has been directed at the “‘in- 
dustrial redevelopment areas” classification. These are those areas 
which have had industrial development in the past and, because of the 
flexibility and mobility of industry, depletion of natural resources 
and technological change, have deteriorated. The bill also attempts 
a program of rural development. At least superficially, the bill 
attempts to equate the benefits between the two types of areas. In 
the predecessor bill, S. 3683, 85th Congress, this precept was also in- 
cluded, but. the number of rural counties eligible for development was 
limited to 300, or 10 percent of the 3,000 counties in the country. 
This bill eliminates that restriction. However, the criteria for selec- 
tion are virtually the same, and open up endless possibilities for pres- 
sures to be exerted on the Administrator to be political or capricious 
in his decisions. The very vagueness of the criteria, based upon data 
which is neither adequate nor current, has led many representatives 
of rural areas to assume mistakenly that their areas will be selected for 
development. 
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The map, entitled “Labor Market Areas Which May Qualify for 
Assistance Under 8S. 722, February 1959, and Low Income and Level 
of Living Areas in Agriculture, 1955,” which appears opposite page 
110 in part 1 of the hearings and facing page 58 of this report, shows a 
total of 1,209 counties—more than we believe even the proponents 
would contend could possibly meet all the criteria of this section of the 
bill. The map is based on 1955 data, so far as the rural areas are 
concerned. 

We are interested in rural development and in the balancing of 
the farm economies in many rural areas with industrial development. 
We favor this because of the high costs and other deficiencies of 
‘farm programs,’’ particularly as they affect low-income farmers. 

However, the political impetus behind this bill is clearly derived 
from the deteriorated industrial areas which seek to return to the 
status quo ante, Believing, as we do, that the administration of the 
program is bound to be affected by this politicdl bias, we also believe 
that the development of rural areas promised by this bill will not be 
fulfilled. On the contrary, we think that their progress toward de- 
velopment will be deterred. Their location with respect to expanding 
markets, their proximity to natural resources, and other advantages 
which they would have under private market decisions would be sub- 
ordinated. Overriding these considerations would be political pres- 
sures or arbitrary decisions taking their impetus from industrial areas 
which seek to return to their former status. 

How long is aid to be continued in a particular area? The bill 
provides no benchmarks for terminating Federal assistance. Since 
revival cannot be guaranteed, it would always appear that Federal aid 
was “not enough.” The proposed bill provides no protection or 
safeguards against the inevitable pressures from those seeking aid 
and those fighting against the termination of such aid. 

The dilemma of antipirating restrictions 

The complete unworkability of the proposed legislation is clearly 
illustrated by the attempt of its proponents to meet the so-called 
runaway shop or industry-pirating problem. 

The bill includes a so-called antipirating provision stating that 
Federal loans shall not be made to assist— 


establishments relocating from one area to another when 
such assistance will result in substantial detriment to the 
area of original location by increasing unemployment. 


While we differ as to the effectiveness of the proposed language, we 
agree that the proponents of the bill have placed an impossible burden 
upon the Administrator, who would face this dilemma: 

If areas are to be redeveloped to the maximum extent possible, the 
inducements offered by the Federal Government in cooperation with 
other public and private agencies, are bound to encourage the transfer 
of jobs and facilities from one area to another. The very essence of 
growth and development involves movement of resources. A manu- 
facturing firm with a branch plant built under a “depressed areas’’ 
program will want to remain free to allocate production among its 
various plants in future. years. Communities in,almost every State 
and congressional district are interested in attracting new industry 
and jobs. Clearly, under an unrestricted area redevelopment pro- 
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gram, communities are certain to feel the impact of any redistribution 
of resources and jobs induced by the availability of Federal money to 
areas which are currently depressed. ‘Thus, the danger arises that new 
depressed areas may be created in an attempt to eliminate those now 
existing. 

On the other hand, if the proposed legislation places severe restric- 
tions on the entry of firms into depressed areas in an effort to guard 
against the so-called industry-pirating problem, the program of 
redevelopment may well be seriously handicapped. 

In short, the Administrator’s problem, under the bill, is one of 
either building up some areas at the expense of others or attempting 
to comply with a legislative standard which is unenforceable. There 
are no criteria for determining the amount of unemployment that 
might be regarded as inflicting ‘‘substantial detriment” upon a com- 
munity. Would the relocation of an industry providing 100 jobs 
from Detroit to another State result in sufficient additional ‘‘detri- 
ment” to a confmunity with.217,000 already unemployed to be 
reckoned as “substantial’’? How and when would the Administrator 
ascertain that redevelopment in one area violates the apparent intent 
of the Senate to avoid pressures in other areas? 


IMPROPER INTERFERENCE WITH PRIVATE MARKETS 


The basic defect of the a of this bill is ‘this: It runs counter 
to the precepts of what is still essentially a private market mechanism 
operating within a dynamic and growing economy. 

Resource allocation in a private economy 


In such an economy, the decisions of what to produce, how to pro- 
duce, how much to produce, and where to ene are guided by rela- 


tionships between prices and costs and what such relationships 
suggest as to existing and anticipated profits. 

lf buggy whips are no longer desired, the effective demand falls, 
the profits disappear and resources tend to shift to other commodities 
and regions where demands relative to supply are much stronger. If 
automobile manufacturers expand too rapidly, and overshoot the mark 
because they have miscalculated the absorptive capacity of the auto- 
mobile market, some companies will retrench or disappear under the 
pressure of falling returns. Surplus resources in such a situation tend 
to move to other economic fields and possibly, and properly, to other 
regions. It is to be expected that in the course of change and growth, 
some commodities, particular occupations, and certain regions will 
decline in economic significance, while others will increase in signifi- 
eince. This is the normal process of adjustment which takes place in 
a free dynamic economy. There is nothing in the free enterprise sys- 
t>m to suggest that a geographical region should continue to have the 
s8ime economic significance it has always had. There is nothing in 
a private market economy to suggest that.a heavily industrialized area 
such as Detroit can maintain the rapid rate of growth it enjoyed in 
the past. 

The effective operation of a private market economy does suggest 
the importance of flexibility in the allocation of resources, Adjust- 
ment to changes introduced by technology, demand shifts, etc., re- 
quire a high degree of mobility of resources, including labor and 
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entrepreneurial ability. The strength of the United States to a great 
degree:is attributable to the fluidity of its resources among such areas 
as could use them most efficiently. Unlike the economies of other 
continents, the economy of the United States has been able to dis- 
tribute its resources into their most efficient uses without regard to 
State boundaries or regional areas. This has always been an essential 
strength of our political system—that it permitted these adjustments. 


The high cost of Government interference 


The proposed bill contradicts the basic prerequisites of our economy 
by placing the Federal Government in the dangerous position of 
attempting to induce resources into a region already labeled by market 
forces as economically unattractive. 

The determination of eligible areas is based primarily upon arbitrary 
criteria—the percentage and duration of unemployment. These 
criteria entirely ignore the reasons for the unemployment and under- 
employment in a given area, and the potentialities fos redevelopment 
of the area. The areas are selected for redevelopment by reason of 
the very fact that their economies have deteriorated. They are 
selected for redevelopment notwithstanding the ‘fact that private 
investors do not consider them as attractive as other areas. hether 
or not the private judgment is correct, it is artificial and paradoxical 
to use the very fact of deterioration as the basis for a Federal decision 
that these areas are the ones to be selected for redevelopment. If any 
conclusion is to be reached because of their deterioration and inability 
to attract private investment, it would seem to be that—for any 
number of reasons—their redevelopment is not economically feasible 
when compared to other areas. These areas have attracted private 
investment in the past; they do not attract it now. 

The bill’s efforts to restore a given area by means of low-cost loans 
and grants only contributes to a weak and uncertain foundation for 
that area and to substantial detriment to other areas not eligible for 
Federal assistance. 

What the sponsors of the bill fail to recognize is that redevelopment 
of certain distressed areas may be obtained only at a high real cost— 
namely, the goods and services lost to the economy by forcing an 
allocation of resources which does not permit their most efficient 
utilization. If Detroit is now suffering from the excesses of industrial 
overexpansion relative to existing markets, we solve no fundamental 
problem by inducing resources to such an area, when such resources 
might be used more appropriately elsewhere. 

The Employment Act is cited by the proponents of this bill as an 
argument for this type of Federal intervention. We do not deny the 
responsibility of the Federal Government to assist in maintaining 
maximum employment and purchasing power. We do dispute the 
contention that the Federal Government, in disregard of economic 
facts, can and should restore, in selected areas, employment and pur- 
chasing power to levels experienced in the past. The Federal Gov- 
ernment’s responsibility under the Employment Act is general in 
nature and should never be construed as an effort to preserve the 
status quo in every segment, industry and area of the economy. 

If we are to have overall economic growth with a minimum of infla- 
tionary cost increases, we muststrive to maintain flexibility, not rigidity, 
in the allocation of our resources. We believe the policy objective 
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enunciated in the Employment Act is not merely the full utilization 
of resources, but, rather, the full and most efficient use of resources so 
as to provide the maximum volume of goods and services at a mini- 
mum of cost. The decision of where to locate a particular industry 
should be a private one—without any intervention by the Federal 
Government, so long as we depend upon the “private market mechan- 


ism” as the one which makes the most efficient decisions in this respect. 


FAILURE TO RECOGNIZE EXISTING PROGRAMS 


The devices established in the bill to carry out its objectives are 
defective in the failure to recognize existing programs, thus causing a 
duplication of efforts. The bill proposes to create a new agency. 
The creation of this new agency completely ignores the existence of the 
Area Development Office in the Department of Commerce and the 
rural development program in the ieee of Agriculture. ; 

During the last Congress the Small Business Investment Act was 
initiated. Although the sponsors of this bill, S. 722, have deprecated 
the progress made in implementing the Small Business Investment Act, 
the solution to that problem is not to ignore it, nor to pass legislation 
which would duplicate its functions in the apparent hope that the 
duplicating of functions will, somehow, cure the lack of progress com- 
plained of. The duplicating functions provided in S, 722aindoubtedly 
will involve longer delays in implementation, if only“because they 
involve the creation of a new agency. 

The thesis behind the Small Business Investment Act (Public Law 
85-699) was that there was an “institutional gap” in our economic 
structure which made it difficult, or unduly expensive, for small busi- 
nesses to obtain long-term credit and equity capital. This conclusion 
was founded upon a study conducted by the Federal Reserve Board. 
Neither this study, nor the legislative hearings and reports, indicated 
in any way that this credit gap was limited to particular areas of the 
country. On the contrary, as an “institutional” defect, the inade- 
quacy of long-term and equity facilities, was found to be nationwide. 

It was found that this defect was being met, in part, by the mush- 
rooming of State and local development corporations—now some 
three thousand in number—which needed additional funds to lend to 
small business concerns. They were made eligible for long-term loans. 
The act also provided for assistance in financing (and another act pro- 
vided tax incentives) for privately organized small-business investment 
companies, with a large part of their funds coming from private 
sources. ‘These companies, in turn, will make long-term loans and 
equity-type investments in small business concerns. The loans and 
investments would be based upon private judgment of the entre- 
preneurs, with some risk and some possibility of profit, with minimum 
interference from the Small Business Administration. Two hundred 
and fifty million dollars was authorized for loans to and investments 
in State and local development corporations and small-business in- 
vestment companies, wherever located. 

The program provided in S. 722 is an unwarranted duplication of 
the provisions of the Small Business Investment Act, and because of 
its dependence upon artificial criteria for area eligibility, is the least 
desirable of these duplicating programs, as it puts the Federal Gov- 
ernment in the position of influencing the location of industry. 
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CONCLUSION 


We oppose S. 722 because it is arbitrary, discriminatory and anti- 
thetical to the basic tenets of a free economy in which flexibility, not 
rigidity, is essential in the allocation of resources. The bill, if suc- 
cessful, would tend to freeze our economy in a fixed pattern on the basis 
of criteria which do not take into account reasons for economic de- 
terioration and potentialities for development. 

The cost of the program is excessive, particularly in terms of the 
projected benefits. The initial authorization of $389.5 million at 
$10,000 to $15,000 per job would not begin to provide jobs for even the 
390,800 unemployed who are the prospective primary beneficiaries of 
the bill. (This is the number of unemployed in the eligible areas 
whose joblessness makes these areas eligible.) To provide jobs for 
this number, at $10,000 to $15,000 per job, would cost from $3.9 
billion to $5 billion. Thus, the undertaking of this program creates 
precedent and pressures for immense additional expenditures of Federal 
money. Yet the projected benefit is to provide jobs for only 8 percent 
of the Nation’s unemployed. 

The bill provides for $75 million in grants for public facilities, for 
up to 100 percent of cost, the communities’ contributions to be fixed 
* the Administrator’s discretion, opening up great opportunity for 
abuse. 

The bill creates a new permanent Federal agency in addition to 
existing agencies already engaged in related programs, with no limi- 
tation on the new agency’s number of employees. 

The bill provides for the financing of $300 million in loans, such 
money not to be appropriated, but borrowed from the Treasury 
with no provision for repayment or termination. The funds will 
revolve, and in view of their acknowledged inadequacy, there will 
be great pressure for expansion. 

By approaching the problem of unemployment on a local or area 
basis, the bill puts the Federal Government in the position of influ- 
encing the location of industry without adequate safeguards to exist- 
ing developed areas and to the detriment of previously underde- 
veloped areas which are progressing toward industrial development. 

ile we are aware of the problems confronting the people of 
depressed areas, we are equally aware of the necessity for opposing 
all programs which strike at the general efficiency of our private 
economy. We also believe that the program is unworkable in its 
terms and administration and, therefore, that it will be a disservice 
to these people to falsely raise their hopes of relief by this means. 
A. Wits Rosertson. 
J. W, F uLpricat, 
J. ALLEN Frear, Jr. 
Homer E, Carenarrt. 
Wauuace F. Bennett. 
Prescott Busu. 
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Labor force and unemployment in areas of substantial labor surplus '—major and 
smaller areas—Continued 
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Labor force and unemployment in areas of substantial labor surplus '—major 
and smaller areas—Continued 


Areas probably el- Unemployment 
igible for assist- Date of informa- 
2_ tion on labor 
force and unem- 
ployment 
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1 Areas classified as areas of “Substantial labor surplus” in January 1959. 

2 This listing is preliminary and tentative, and is based ony on bimonthly or semiannual data com- 
piled from area labor market reports prepared in connection with the Bureau of mepleras erty’ * 
program for the classification of areas according to relative adequacy of labor suppl Data used cover a 
2- to 5-year period extending through the closing months of 1958; early 1959 data, now iosunbant available for 
some areas could result in several changes in the above listing. A more comprehensive review of area data 
on a monthly—rather than bimonthly or semiannual—basis, and in the light of whatever criteria may be 
included in the bill finally enacted, would be required to determine which areas are eligible for assistance 
a oe substantial and pe-sistent unemployment. 

or: 


Norte.—Major areas are areas included in the Bureau of Employment Security’s regular area labor market 
reporting and classification program. This ‘am covers 149 of the country’s leading employment cen- 
ters. Unemployment and labor force data for these areas are generally available on bimonthly basis. 

Smaller areas: Areas with a labor force of 15,000 or more which are officially classified as ‘‘areas of sub- 
stantia! labor surplus’’ by the Bureau of Employment Security. Data for such areas are generally available 
on a semiannual . Information for smaller areas which are not classified, or for areas with a labor force 
of less than 15,000, is not available in Washington on a consistent basis. 


Source: U.S. Department of Labor, Bureau of Employment Security, Office of Program Review and 
Analysis, Washington, D.C., Mar. 10, 1959. 





INDIVIDUAL VIEWS OF MR, BENNETT AND MR. BUSH 


We endorse the views expressed by our colleagues in the minority, 
but desire to state more fully our opinions with respect to the runaway 
shop or antipirating problem. 

As described in the minority views, the authors of S. 722 recognize 
that the problem exists, but fail to meet it squarely. 

On the contrary, they have used vague and slippery language in 
the bill which is intended to give comfort both to those who would 
enthusiastically welcome Federal funds for relocating industry from 
one area to another, and to those who oppose the use of Federal funds 
for that purpose. 

To our minds, the use of Federal funds to help some areas attract 
industries and jobs from other areas is unconscionable and must be 
prohibited without any qualifications. 

If such a prohibition is not written into S. 722, the people of indus- 
trial States may be forced to underwrite with their Federal tax dollars 
the export of jobs to competing areas. 

The bill must be confined to the purpose stated in President Eisen- 
hower’s ““Economic Report”’ to the 86th Congress, namely, “‘to create 
new job opportunities instead of merely transferring jobs from one 
locality to another.” 

The same thought is expressed in the policy declaration of the ad- 
ministration bill, S. 1064, as follows: “new employment oppor- 
tunities should be created rather than merely transferred from one 
community to another.” 

Regrettably, the draftsmen of S. 1064 failed, in another section of 
the bill, to carry out the President’s thought. Instead, they fell into 
the same “substantial detriment” trap contained in the Douglas bill. 

To bring this issue squarely before the Senate, we intend to propose 
amendments to S. 722, as follows: 

On page 2, line 19, strike out all after the word, “created” through 
line 22 and substitute the following: “rather than merely transferred 
from one community to another.” 

On page 9, line 22, insert a period after the word “another” and 
strike out “when such assistance will result in substantial detriment 
to the area of original location by increasing unemployment.” 

These amendments will draw a clean-cut issue between Senators 
who wish Federal funds used to assist the relocation of industries and 
jobs from one area to another, and those who believe, as we do, that 
such intervention of the Federal Government in competition for in- 
dustries and jobs among States and communities violates basic princi- 
ples of the Federal system and is highly improper, unfair and indeed 
unconscionable. 

Watuace F. Bennett. 
Prescorr Busx. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


HOUSING ACT OF 1949 


TITLE I—SLUM CLEARANCE AND COMMUNITY DEVELOPMENT 
AND REDEVELOPMENT 


* * * 


DEFINITIONS 
Szc. 110. fa) * * * 


* * * * 


* * * 
(c) ‘Urban renewal project” or “project” may include undertakin 
and activities of a | public agency in an urban renewal area for the 
elimination and for the prevention of the development or spread of 
slums and blight, and may involve slum clearance and redevelopment 
in an urban renewal area, or rehabilitation or conservation in an urban 
renewal area, or any combination or part thereof, in accordance with 
omen erben renewal plan. Such undertakings and activities may 
include— 


(1) acquisition of (i) a slum area or a deteriorated or deteriorat- 
ing area, or (ii) land which is predominantly open and which 
because of obsolete platting, diversity of ownership, deterioration 
of structures or of site improvements, or otherwise, substantially 
impairs or arrests the sound growth of the community, or (iii) 
open land necessary for sound community growth which is to be 
developed for predominantly residential uses: Provided, That the 
requirement in forcetape (a) of this section that the area be a 
slum area or a blighted, deteriorated or deteriorating area shall 
not be applicable in the case of an open land project; 

(2) demolition and removal of buildings and improvements; 

(3) installation, construction, or reconstruction of streets, 
utilities, parks, playgrounds, and other improvements neccssary 
for carrying out in the urban renewal area the urban renewal 
objectives of this title in accordance with the urban renewal plan; 

(4) disposition of any property acquired in the urban renew 
area (including sale, initial leasing or retention by the local 
public agency itself) at its fair value for uses in accordance with 
the urban renewal plan; 

(5) carrying out plans for a program of voluntary repair and 
rehabilitation of buildings or other improvements in accordance 
with the urban renewal plan; and 

(6) acquisition of any other real property in the urban renewal 
area where necessary to eliminate unhealthful, insanitary or 
unsafe conditions, lessen density, eliminate obsolete or other 
uses detrimental to the public waite, or otherwise to remove or 


revent the spread of blight or deterioration, or to provide land 
or needed public facilities. 
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For the purposes of this title, the term ‘‘project’’ shall not include 
the construction. or improvement of any building, and the term 
“vedevelopment”’ and derivatives thereof shall mean development as 
well as redevelopment. For any of the purposes of section 109 hereof, 
the term “project” shall not include any donations or provisions made 
as local grants-in-aid and eligible as such pursuant to clauses (2) and 
(3) of section 110 (d) hereof. 

Financial assistance shall not be extended under this title with 
respect to any urban renewal area which is not, clearly predominantly 
residential in character unless such area will be a predominantly resi- 
dential area under the urban renewal plan therefor: Provided, That, 
where such an area which is not clearly predominantly residential in 
character contains a substantial number of slum, blighted, deteriorated, 
or deteriorating dwellings or other living accommodations, the elimi- 
nation of which would tend to promote the public health, safety, and 
welfare in the locality paaak and such area is not appropriate for 
predominantly residential uses, the Administrator may extend finan- 
cial assistance for such a project, but the aggregate of the capital 

nts made pursuant to this title with respect to such projects 
Tinchuding projects assisted under section 112 of this title) shall not 
exceed 10 ar centum of the total amount of capital grants authorized 
by this title. 

In addition to all other powers hereunder vested, where land within 
the purview of clause (1) (ii) or (1) (iii) of the first paragraph of this 
subsection (whether it be predominantly residential or nonresidential 
in character) is to be redeveloped for predominantly nonresidential 
uses, loans and advances under this title may be extended therefor 
if the governing body of the local public agency determines that such 
redevelopment for predominantly nonresidential uses is necessary and 
appropriate to facilitate the proper growth and development of the 
community in accordance with sound planning standards and local 
community objectives and to afford maximum opportunity for the 
redevelopment of the project area by private enterprise: Provided, 
That: loans and outstanding advances to any local public agency 
pursuant to the authorization of this sentence shall not exceed 2% per 
centum of the estimated gross project costs of the projects undertaken 
— other contracts with such local public agency pursuant to this 
title. 


. * * * * * * 


INDUSTRIAL REDEVELOPMENT AREAS UNDER THE AREA REDEVELOPMENT 
ACT 


Sec. 112. (a) When the Area Redevelopment Administrator certifies 
to the Administrator (1) that any county, city or other municipality (im 
this section referred to as a ‘‘municipality’”’) 1s situated in an area desig- 
nated under section 5 (a) of the Area Rediaslopmans Act as an industrial 
redevelopment area, and (2) that there is a reasonable probability that 
with assistance provided under such Act and other undertakings the area 
will be able to achieve more than temporary improvement in its economic 
development, the Administrator is authorized to provide financial assist- 
ance to a local public agency in. any such munreipality under this title 
and the provisions of this section. 

) The Administrator may provide such financial assistance under 
this section without regard to the requirements or limitations of section 
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110 (c) that the project area be clearly predominantly residential in 
character or that i be redeveloped for predominantly residential uses; 
but no such assistance shall be provided in any area if such Administrator 
determines that it will assist in relocating business operations from one 
area to another when such assistance will result in su val detriment 
to the area of original location by increasing unemployment. 

(c) Financial assistance under this section may be provided for any 
project involving a project area including primarily industrial or com- 
mercial structures suitable for rehabilitation under the urban renewal 
plan for the area. 

(d) Notwithstanding any other provision of this title, a contract for 
jinancial assistance under this section may include provisions permitting 
the disposition of any land in the project area designated under the urban 
renewal plan for industrial or commercial uses to any public agency or 
nonprofit corporation for subsequent disposition as promptly as practi- 
cable by such lie agency or corporation for the redevelopment of the 
land in accordance with urban renewal plan: Provided, That any 
disposition of such land under this section shall be made at not less than 
its fair value for uses in accordance with the urban renewal plan: And 
provided further, That the purchasers from or lessees of such public 
agency or corporation, and their assignees, shall be required to assume 
obligations imposed under section 105 (6). 

(e) Following the execution of any contract for financial assistance 
under this section with respect to any project, the Administrator may 
exercise the authority vested in him under this section for the completion 
of such project, notwithstanding any determination made after the 
execution of such contract that the area in which the project is located 
a no longer be an industrial redevelopment area under the Area 


velopment Act. 
* * 


* * * * & 


HOUSING ACT OF 1954 


* * * * * * * 


TITLE VII—URBAN PLANNING AND RESERVE_OF PLANNED PUBLIC 
WORKS 


URBAN PLANNING 


Sec. 701. To facilitate urban planning for smaller communities 
lacking adequate planning pecouanen, the Administrator is authorized 
to make planning grants to State planning agencies for the provision 
of planning assistance (including surveys, land use studies, urban 
renewal plans, technical services and other planning work, but ex- 
cluding plans for specific public works) to cities and other munici- 
palities having a population of less than 25,000 according to the latest 
decennial census. The Administrator is further authorized to make 
planning grants for similar planning work (1) in metropolitaf and 
regional areas to official State, metropolitan, or regional planning 
agencies empowered under State or local laws to orm such plan- 
ning; (2) to cities, other municipalities, and counties having a popula- 
tion of twenty-five thousand or more according to the latest decennial 
census which (7%) are situated in areas desi. by the Area R. 
ment Administrator under section 5 (a) of the Area Redevelopment Act 
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as industrial redevelopment areas, or (ii) have suffered substantial 
damage as a result of a flood, fire, hurricane, earthquake, storm, or 
other catastrophe which the President, pursuant to section 2 (a) of the 
Act entitled ‘An Act to authorize Federal assistance to States and 
local governments in major disasters, and for other purposes” (Public 
Law 875, Eighty-first Congress, approved September 30, 1950), as 
amended, has determined to be a major disaster; (3) to official govern- 
mental planning agencies for areas threatened with rapid urbanization 
as a result of the establishment or rapid and substantial expansion of a 
Federal installation ; and (4) to State planning agencies, to be used for 
the provision of planning assistance to the cities, other municipalities 
and counties referred to in clause (2) hereof and to the areas referred 
to in clause (3) hereof. Any grant made under this section shall not 
exceed 50 per centum of the estimated cost of the work for which the 
grant is made and shall be subject to terms and conditions prescribed 

y the Administrator to carry out this section. The Administrator 
is authorized, notwithstanding the provisions of section 3648 of the 
Revised Statutes, as amended, to make advance or progress payments 
on account of any planning grant made under this section. There is 
hereby authorized to be appropriated not exceeding $10,000,000 to 
carry out the purposes of this section, and any amounts so appropri- 
ated shall remain available until expended. 


O 
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NOTE 


Criteria for establishing Low Income and Level of Living 
Areas in Agriculture, 1956. 


Serious is economic area in which all three conditions 
are met. 


Substantial is economic area in which two of three 
conditions are met. 


Moderate is economic area in which any one condition 
is met. 


ConDITIONS: 


1. State Economic areas with less than $1,000 aver- 
age residual income to operator and family labor on 
commercial farms, provided (1) level of living index for 
particular area was below regional average and (2) low 
production commercial farms comprised 25 percent or 
more of all commercial farms. 


2. State Economic Areas with level of living index 
lowest fifth of Nation. 

3. State economic areas having 50 percent or more 
of commercial farms-classified as low production. 


(Low production: $2,500 or less annual sales) 


(N.B.: Economic area is classified as a whole and 
some counties will vary either up or down from 
the general area classification) 


Source: Bulletin: Development of Agriculture's Human 
Resources, April 1955. U.8.D.A. 


Number of counties: 562 Serious 
281 Substantial 
366 Moderate 


1,209 Total counties in eco- 
nomie areas as above. 









KET AREAS WHICH MAY QUALIFY FOR ASSISTANCE UNDER DOUGLAS-COOPER-CLARK 
AND LOW INCOME AND LEVEL OF LIVING AREAS IN AGRICULTURE ge 





NCE UNDER DOUGLAS-COOPER-CLARK-BEALL BILL S. 722, FEBRUA 
OF LIVING AREAS IN AGRICULTURE, 1955 


FEBRUARY 1959 





4 
- Qualifying Labor Surplus Areas 

Rural 
ESSE Low-Income—SERIOUS 
Low-Income—SUBST ANTIAL 
COW) Low-Income—MODERATE 

SOURCE: U.S. Departments of Labor and Agriculture 
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AMENDING THE ACT ENTITLED “AN ACT RELATING TO THE 
LEVYING AND COLLECTING OF TAXES AND ASSESSMENTS, 
AND FOR OTHER PURPOSES,” APPROVED JUNE 25, 1938 


‘ 





Marca 18, 1959.—Ordered to be printed 
i 





_ Mr. Morse, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. 643] 


' The Committee on the District of Columbia, to whom was referred 
_ the bill (S. 643) to amend the act entitled “An Act relating to the 
F ing and collecting of taxes and assessments, and for other pur- 
" oe approved June 25, 1938, after full consideration, report 
_ favorably thereon without amendment and recommend that the bill 


e — 

a he purpose of this bill is to amend the act of June 25, 1938, re- 

| lating to the levying and collecting of taxes and assessments, so as 

_ to enable the notice of special assessments for public improvements 

_ to be served either by registered mail, certified mail, or by personal 
service and will, therefore, give the government of the District of 
os an alternative method of service not present in existing 


_ _ The bill was introduced at the request of the Commissioners of the 
District of Columbia. In the letter of transmittal which accompanied 
_ the draft legislation, the Commissioners of the District of Columbia 
_ Stated in part: 

. _* * * Present law (52 Stat. 1199; sec. 47-1103, D.C, 
Code, 1951 ed.) relating to service of notice concerning spe- 

cial assessments for public improvements requires that notice 

of the levying of such assessments shall be served personally 
upon the record owner of the property. If the address of 

the owner is unknown, or if the owner is a nonresident, pres- 

_ + ent law permits such notice to be served on his tenant or 
agent. Such notice may be served either personally upon 
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the owner or agent or by leaving it with some person of suit- 
able age at the residence or place of business of the owner, 
agent, or tenant. If there is no tenant, or agent known to 
the Commissioners, then notice may be given by advertising 
once a week for 2 consecutive weeks in two newspapers of 
general circulation in the District of Columbia. 

The proposed bill would allow service of such notice by 
registered or certified mail sent to the last-known address of 
the owner, with return receipt, or by such notice being deliv- 
ered personally to the person to be notified, or by leaving it 
at his place of business with a person of suitable age and dis- 
cretion, or if no residence or place of business can be found in 
the District of Columbia, then the notice may be left with 
any person of suitable age and discretion employed at the 
office of an agent of the person to be notified, or if service 
cannot be effected by any of the above methods, if may then 
be effected by publishing the notice in a daily newspaper of 
general circulation in the District of Columbia for 3 consecu- 
tive days. 

This bill will enable the notice of special assessments for 
public improvements to be served either by registered or cer- 
tified mail or by personal service and will, therefore, give the 
District of Columbia an alternative method of service, 
namely by registered or certified mail, which alternative 
method is not present in existing legislation. 

The Finance Officer of the District of Columbia has in- 
formed the Commissioners that there are annually approxi- 
mately 800 notices of special assessments that require per- 
sonal service in the field under existing law. This entails 
the use of at least two employees, in a responsible grade 
classification, working during regular hours, and in the 
evenings and on Saturdays and on an overtime basis, or a 
period of at least 1 month, together with the use of a Govern- 
ment vehicle, to effect such service. Because of the require- 
ment under present law that the attempts at personal service 
be exhausted before service by publication may be made and 
because there is no alternative method of service open to the 
District of Columbia, there are numerous instances where 
there is a time lag of many years before the District is reim- 
bursed for moneys it has expended for public improvements. 

The Commissioners are of the opinion that the proposed 
bill would produce a substantial saving in the cost of adminis- 
tration in the levying of poe assessments for public im- 
provements, inasmuch as the cost of service by registered or 
certified mail would represent a substantial saving over the 
cost of personal service. : 

The Commissioners urge enactment of this legisla- 
Son? '** 


An identical bill (S. 3510) passed the Senate in the 85th Congress 
on August 11, 1958. 
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CHANGES IN EXISTING LAW 


In oe with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


[52 Stat. 1199] 


Src. 3(a)(1) When any special assessment for a public improvement, 
with the exception of assessments levied in condemnation proceedings, 
is levied by the District of Columbia upon any lot or parcel of land, 
notice of the levying of such assessment shall be served upon the record: 
owner thereof in the manner herein provided, and if there be more 
than one record owner of such lot or parcel of land notice served on 
one of the owners shall be sufficient. [If the address of the owner be 
unknown or if the owner be a nonresident, such notice shall be served 
on his tenant or agent. The service of such notice shall be either 
personal or by leaving the same with some person of suitable age at 
the residence or place of business of such owner, agent, or tenant. 
If there be no tenant or agent known to the Commissioners, then the 
shall give notice of such assessment by advertisement once a wee 
for two successive weeks in some daily newspaper of general circulation 
published in the District of Columbia. The cost of such publication 
shall be paid out of the general revenues of the District. The notice 
herein provided for shall be in lieu of any and all other notice now 
required by law.] Such notice shall be deemed to have been served 
when served by any of the following methods: (a) when forwarded to the 
last known address of the owner as recorded in the real estate assessment 
records of the District of Columbia by registered or certified mail, with 
return, receipt, and such receipt shall constitute prima facie evidence of 
service upon such owner if such receipt is signed either by the owner or b 
a@ person of suitable age and discretion located at such address: Provided, 
That valid service upon the owner shall be deemed effected under this 
clause (a) if such notice shall be refused by the owner and not delivered 
for that reason; or (6) when delivered to the person to be notified; or 
(c) when left at the usual residence or place of business of the person to 
be notified with a person J suitable age and discretion then resident or 
employed therein; or (d) if no such residence or place of business can be 
found in the District of Columbia by diligent search, then if left with any 
person of suitable age and discretion amelie at the office of any agent of 
the person to be notified, which agent has any authority or duty wit 
reference to the land or tenement to which said notice relates; or (e) if 
any such notice forwarded by registered or certified mail be returned for 
reasons other than refusal, or if personal service of such notice cannot be 
effected, then if published on three consecutive days in a daily newspaper 
published in the District of Columbia; or (f) if by reason of an outstanding 
unrecorded transfer of title the name of the owner cannot, by diligent 
search, be ascertained, then if served on the owner of record in a manner 
hereinbefore provided. Any notice to a eas shall, for the purposes 
of this Act, be deemed to have been served on such corporation if served 
on the president, secretary, treasurer, general manager, or any principal 
officer of such corporation in a manner hereinbefore provided for the 
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service of notices on natural persons holding Property in their own right: 
and notices to a foreign corporation shall, for the purposes of this Act, 
be deemed to have been served if served personally 0 on any agent of such 
corporation, or if left with any person 0 e and ae 
residing at the usual residence or employed at the ‘ance place o gaa. 

of such agent in the District of Columbia. The cost ast Of 1 publication, e 
any, shall be paid out of the general revenues of the District. The notice 
a provided for shall be in lieu of any and all other notice now required 


va) In case such notice is served by any method other than personal 
Tr a copy of such notice shall also be sent to the owner by ordinary 
ma 


[This subsection shall apply to all assessments (other than assess- 
ments in condemnation proceedings) notice of which has not been 
served prior to the approval of this Act.] 


0 
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86TH CONGRESS ; SENATE \ Report 
1st Session No. 112 


AMENDING THE ACT ENTITLED “AN ACT TO AUTHORIZE THE 
COMMISSIONERS OF THE DISTRICT OF COLUMBIA TO REMOVE 
DANGEROUS OR UNSAFE BUILDINGS AND PARTS THEREOFP, 
AND FOR OTHER PURPOSES,” APPROVED MARCH 1, 1899, AS 
AMENDED 


ot. «se. OSS Ss S.C 


Marca 18, 1959.—Ordered to be printed 


Mr. Morst, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany 8. 645] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 645) to amend the act entitled ‘‘An act to authorize the 
Commissioners of the District of Columbia to remove dangerous or 
unsafe buildings and parts thereof, and for other purposes,” approved 
March 1, 1899, as amended, after full consideration, report faborably 
thereon with an amendment and recommend that the bill as amended 


do eee 
he amendment is as follows: 
Page 3, line 5, strike the word ‘‘and”’ and insert in lieu thereof “‘or’’, 
The purpose of the bill is to amend the act to authorize the Com- 
missioners of the District of Columbia to remove dangerous or unsafe 
buildings and parts thereof, and for other purposes, so as to accomplish 
the following: 

(1) Provide the Commissioners of the District of Columbia with 
authority to require that unsafe structures be vacated under 
penalty of $300 fine or imprisonment of not to exceed 30 days 
after 5 days’ notice to repair or take corrective action has been 
given, or immediately if the danger is imminent; 

(2) Establish time limits and change the present method for 
the assessment and collection of costs to the District for repairs 
made by the District upon unsafe structures, including changes 
in the “grace period,” a which interest does not run, from 

90 days to 60 days, and change the rate of interest from 10 percent 
per annum to one-half of 1 percent per month; 


84006 
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(3) Permit administrative changes in the methods of serving 
notice upon the owners of property to simplify and standardize 
such procedures; and 

(4) Change functional titles of officials in the act to conform 
with the provisions of Reorganization Plan No. 5 of 1952 (66 
Stat. 824). 

A bill (S. 3059) substantially the same as the proposed legislation 
passed the Senate in the 85th Congress on March 17, 1958, the prin- 
aoe differences being the addition of certified mail as a method of 
effecting service; the deletion of language ‘‘as general taxes are col- 
lected in said District” from sections 4 and 5 of the previously ap- 
proved measure; and the addition of the following new language in 
section 5 of the pending bill: 


including the cost of making good damage to adjoining prem- 
ises (except such as may have resulted from carelessness or 
willful recklessness in the demolition or removal of any 
structure) less the amount, if any, received from the sale of 
old material, 


The bill was requested by the Board of Commissioners of the Dis- 
trict of Columbia. A letter dated January 15, 1959, from the Com- 
missioners containing an analysis of the measure is herewith made a 
part of this report: 


JANUARY 15, 1959, 
Hon. Ricnarp M. Nrxon, 
The President, United States Senate, Washington, D.C. 


My Dear Mr. Presipent: The Commissioners have the honor to 
submit herewith a draft of a bill to amend the act entitled “An act 
to authorize the Commissioners of the District of Columbia to remove 
dangerous and unsafe buildings and parts thereof, and for other pur- 
poses,” approved March 1, 1899, as amended. 

The act of March 1, 1899, as amended (title 5, ch. 5, D.C. Code, 
1951 edition), contains a number of references to the “inspector of 
buildings.” There is not, however, and has not for a number of years 
been any “Inspector of Buildings,” as such, in the District government. 
The function at one time performed by the “Inspector of Buildings” 
was, until 1952, performed by the Building Inspection Division. 
Reorganization Plan No. 5 of 1952 (66 Stat. 824) transferred to the 
Commissioners the functions of the Building Inspection Division, and 
so, in order to modernize the act, the bill would strike the term “in- 
spector of buildings” wherever it appears in the act and insert the 
term “Commissioners,” Section 2 also amends the first section of 
the act by adding a definition of “Commissioners.” 

The first section of the act provides that in the event a structure is 
found to be unsafe from any cause, and if the owner, after being 
notified by the District, fails to remedy the unsafe condition, the Dis- 
trict is authorized, if public safety requires immediate action, to make 
such repairs or take such other corrective action as may be necessary. 
There is, however, no provision for the cost of any such work to be 
assessed against the property and collected as a tax as is the case 
when unsafe conditions not demanding immediate action are cor 
rected by the District under the authority of sections 2 and 3 of the 
act. Accordingly, section 5 of the bill provides that the Commis 
sioners determine the cost of any work performed under the act and 
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assess such cost against the property to be collected as taxes in the 
manner provided in the proposed new section 6 of the act. 

It is also felt that many relatively minor unsafe conditions could be 
more expeditiously handled by the owner of the property rather than 
being undertaken by the District, so the bill provides that a penalty 
for failure to act to make the required repairs or other corrective ac- 
tion be imposed upon the owner of the property. The bill proposes a 
fine of $50 for each day the required action is not undertaken. 

Another prices of the bill is to eliminate administrative difficulties 
encountered by the Assessor in connection with the assessment and 
collection of costs assessed as taxes. The act now provides that in 
those cases where the cost of work undertaken by the District can be 
assessed against the property, the owner can pay the amount assessed 
within 90 days without interest and, after that time, if the amount is 
not paid, such unpaid amount shall bear interest at the rate of 10 per- 
cent per annum and be collected as general taxes are collected in the 
District. There is, however, no provision for a specific time when the 
assessment shall be paid. 

The bill would add a new section to the act providing for payment 
of the assessment without interest within 60 days after the assessment 
islevied. Interest at the rate of one-half of 1 percent a month or por- 
tion of a month would be charged after such 60-day period. The tax 
would be payable in three equal installments, with interest. If the 
tax be not paid in full within 2 years after the assessment is levied, the 
property would be subject to sale at the next ensuing tax sale. 

Section 5 of the act specifies a number of methods of service of 
notice, and sets forth the order of precedence in which such methods 


are to be used. Section 6 of the bill amends this section (renumbered 
sec. 7) so as to eliminate the order of precedence of these methods of 
service, and permits the use of prescribed methods of serving notice 
without the onan of using such methods in a specified order. 


The proposed amendment of this section also provides that in any 
instance in which any method other than personal service is used, a 
copy of such notice shall also be sent to the owner by ordinary mail. 

inally, existing law does not authorize the Commissioners to 
require an unsafe structure to be vacated by its occupants, and for this 
reason it is sometimes impossible to proceed to correct an unsafe con- 
dition. The bill proposes a new section authorizing the Commissioners 
to order an unsafe building or structure to be vacated by giving notice 
to those concerned. This new section also provides for a fine or 
imprisonment for failure to comply with its provisions. 

Yours very sincerely, 
Rosert E, McLaveauin, 
President, Board of Commissioners, District of Columbia. 


_ The committee was informed that enactment of this measure would 
incur no additional cost to the District. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 
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(30 Stat. 923; 49 Stat. 106) 


That if in the District of Columbia any building or part of a building, 
staging, or other structure, or anything attached to or connected wi 
any building or other structure or excavation, shall, from any cause 
be reported unsafe, the [inspector of buildings] Commissioners shall 
examine such structure or excavation, and if, in [his opinion] their 
opinion, the same be unsafe, [he shall] they shall Gammeuintely notify 
the owner, agent, or other persons having an interest in said structure 
or excavation, to cause the same to be made safe and secure, or that the 
same be removed, as may be necessary. ‘The person or persons so noti- 
fied shall be allowed until 12 o’clock noon of the day following the 
service of such notice in which to commence the securing or removal 
of the same; and he or they shall employ sufficient labor to remove 
or secure the said building or excavation as expeditiously as can be 
done: Provided, however, That in a case where the public safety requires 
immediate action the [inspector of buildings] Commissioners may 
enter upon the premises, with such workmen and assistants as may be 
necessary, and cause the said unsafe structure or excavation to be 
shored up, taken down, or otherwise secured without delay, and a 
paper fence or boarding to be put up for the protection of passerby, 

term “Commissioners” means the Commissioners of the District of 
Columbia sitting as a board or the agent or agents designated by them to 
perform any function vested in said Commissioners by this Act. 

Ec. 2. ‘That when the public safety does not, in the judgment of 
the [inspector of buildings] Commissioners demand immediate action, 
if the owner, agent, or other party interested in said unsafe structure 
or excavation, having been notified, shall refuse or neglect to comply 
with the requirements of said notice within the time specified, then 
a careful survey of the premises shall be made by three disinter- 
ested persons, one to be appointed by the Commissioners of the Dis- 
trict of Columbia, one by the owner or other person interested, and 
the third to be chosen by these two, and the report of said survey shall 
be reduced to writing, and a copy served upon the owner or other 
interested party; and if said owner or other interested party refuse or 
neglect to appoint a member of said board of survey within the time 
specified in said notice, then the survey shall be made by the [inspector 
of buildings] Commissioners and the person chosen by the Commis 
sioners, and in case of disagreement they shall choose a. third person, 
and the determination of a majority of the three so chosen shall be 


al. . 
Sec. 3. That whenever the report of any such survey shall declare 
the structure or excavation to be unsafe, or shall state that structural 
repairs should be made in order to place the said structure or excava- 
tion in a fit condition for further occupancy or use, and the owner or 
other interested person shall for ten days neglect or refuse to cause 
such structure or excavation to be taken down or otherwise to be made 
safe, the [inspector of buildings] Commissioners shall proceed to make 
such structure or excavation safe or remove the same. After 
expiration of the ten days in which the owner or other interested 
son is given to make the structure or excavation safe, or to be 
down or removed, the owner or other interested n, having failed 
to comply with the provision of the report of the board of survey 
shall not enter, or cause to be entered, the premises for the purpose of 
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making the repairs ordered, or razing the building, as the case may 
be; or in any other way to interfere with the authorized agents of the 
District of Columbia in making the said structure or excavation safe, 
or in removing same, without first having obtained the written con- 
sent of the Commissioners of the District of Columbia or their duly 
authorized representatives. [The inspector of buildings shall report 
the cost and expense of said work to the Commissioners of the said 
District, who shall assess the amount thereof upon the lot or ground 
whereon such structure or excavation stands, or stood, or was dug; 
and unless the said assessment.is paid within ninety. days from the 
service of notice thereof on the agent or owner of such property, the 
same shall bear interest at the rate of 10 per centum per annum from 
the date of such assessment until paid, and shall be collected as general 
taxes are collected in said District; but said assessment shall be with- 
out peices to the right which the owner may have to recover from 
any lessee or other person liable for repairs. ] 

Sac. 4. That the existence on any lot or parcel of land, in the 
District of Columbia, of any uncovered well, cistern, dangerous 
hole, excavation, or of any abandoned vehicles of any description or 

arts thereof, miscellaneous materials or debris of any kind, includ- 
ing substances that have accumulated as the result of repairs to yards 
or any building operations, insofar as they affect the public health, 
comfort, safety, and welfare is hereby declared a nuisance danger- 
ous to life and limb, and any person, corporation, partnership, syn- 
dicate, or company, owning a lot or parcel of land in said District 
on which such a nuisance exists who shall neglect or refuse to abate 
the same to the satisfaction of the Commissioners of the District 
of Columbia, after five days’ notice from them to do so, shall, on 
conviction in the police court be punished by a fine of not exceeding 
$50 for each and every day said person, corporation, partnership, 
or syndicate, fails to comply with such notice. In case the owner 
of, or agent or other party interested in, any lot or parcel of land in 
the District of Columbia, on which there exists an open well, cistern, 
dangerous hole or excavation, or any abandoned or unused vehicles 
or parts thereof, or miscellaneous accumulation of material or debris 
which affects public safety, health, comfort, and welfare, shall fail, 
after notice aforesaid, to abate said nuisance within one week after 
the expiration. of such notice, the said Commissioners may cause the 
lot or parcel of land on which the nuisance exists to be secured by 
fences or otherwise enclosed, and the removal of any abandoned 
vehicles, parts thereof or miscellaneous accumulation of material or 
debris adversely affecting the public safety, health, comfort, and 
welfare, and the cost and expense thereof shall be assessed by said 

ommissioners as a tax against the property on which such nuisance 
exists, and the tax so assessed shall [bear interest at the rate of 10 
per centum per annum until paid, and be carried on the regular 
tax rolls of the District of Columbia and shall be collected in the 
manner provided for the collection of general taxes] be collected in 
the manner provided in section 6 of this Act. 

Szc. 5. The Commissioners shall determine the cost and expense of 
any work performed by thém under the authority:of the first four sections 
of this Act including the cost of making good damage to adjoining premises 
(except such as may have resulted from carelessness or willful recklessness 
im the demolition removal of any structure) less the amount, if any, 
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received from the sale of old material, and shall assess such cost and expense 
upon the lot or ground whereon such structure, excavation, or nuisance 
stands, stood, was dug, was located, or existed, and this amount shall be 
collected in the manner provided in section 6 of this Act. Any person, 
corporation, partnership, syndicate, or company subject to the provisions 
of the first three sections of this Act who shall neglect or refuse to perform 
any act required by such sections shall be punished by a fine not exceedin 
$50 for each and every day said person, corporation, partnership, syndi- 
cate, or company fails to perform any act required by such sections. 

Seo. 6, Any tax authorized to be levied and collected under this Act 
may be paid without interest within sixty days from the date such taz 
was levied. Interest of one-half of 1 per centum for each month or part 
thereof shall be charged on all unpaid amounts from the expiration of sixty 
days from the date such tax was leried. Any such tax may be paid in 
three equal installments with interest thereon. If any such tax or part 
thereof shall remain unpaid after the expiration of two years from the 
date such tax was levied, the property against which said tax was levied 
may be sold for such tax or unpaid portion thereof with interest and 
penalties thereon at the next ensuing annual tax sale in the same manner 
and under the same conditions as property sold for deliquent general 
real estate taxes, if said tax with interest and penalties thereon shall not 
have been paid in full prior to said sale. 

[Sec. 5. That for the purposes of this Act any notice required by 
law or by any regulation aforesaid to be served shall be deemed to 
have been served (a) if delivered to the person to be notified, or if 
left. at the usual residence or place of business of the person to be 
notified, with a person of suitable age and discretion then resident 
therein; or (b) if no such residence or place of business can be found 
in said District by reasonable search, if left with any person of suitable 
age and discretion employed therein at the office of any agent of the 
person to be notified, which agent has any authority or duty with 
reference to the land or tenement to which said notice relates; or 
(c) if no such office can be found in said District by reasonable search, 
if forwarded by registered mail to the last known address of the person 
to be notified and not returned by the post-office authorities; or (d) if 
no address be known or can by reasonable diligence be ascertained 
or if any notice forwarded as authorized by the preceding clause o 
this section be returned by the post-office authorities, if published on 
three consecutive days in a daily newspaper published in the District 
of Columbia; or (e) if by reason of an outstanding, unrecorded transfer 
of title the name of the owner in fact cannot be ascertained beyond 
a reasonable doubt, if served on the owner of record in the manner 
hereinbefore in this section provided; or (f) in case any owner be a 
nonresident of the District of Columbia, then after public notice by 
said Commissioners given at least twice a week for one week in one 
newspaper published in the District of Columbia, by advertisement, 
describing the property, specifying the nuisance to be abated. Any 
notice required by law or by any regulation aforesaid to be served on & 
corporation shall for the purposes of this Act be deemed to have been 
served on any such corporation if served on the president, secretary, 
treasurer, general manager, or any principal officer of such corporation 
in the manner hereinbefore provided for the service of notices on 
natural persons holding property in their own right; and, if required 
to be served on any foreign corporation, if served on any agent of 
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such corporation personally or if left with any person of suitable age 
and discretion residing at the usual residence or employed at the place 
of business of such agent in the Distriet of Columbia. Every notice 
aforesaid shall be in writing or printing, or partly in writing and 
partly in printing; shall be addressed by name to the person to be 
notified; shall describe with certainty the character and location of 
the unlawful condition to be corrected, and shall allow a reasonable 
time to be specified in said notice, within which the person notified 
may correct such unlawful condition or show cause why he should 
not be required to do so.] 

Szc.7. (a) Any notice required by this Act to be served shall be deemed 
to have been served when served by any of the following methods: (1) when 
forwarded to the last known address of the owner as recorded in the 
real estate assessment records of the District of Columbia, by registered 
or certified mail, with return receipt, and such receipt s constitute 
prima facie evidence of service upon such owner if such receipt is signed 
either by the owner or by a person of suitable age and discretion located 
at such address: Provided, That valid service upon the owner shall 
be deemed effected if such notice shall be refused by the owner and not 
delivered for that reason; or (2) when delivered to the person to be notified; 
or (3) when left at the usual residence or place of business of the person 
to be notified with a person of suitable age and discretion then resident 
or employed therein; or (4) if no such residence or place of business can 
be found in the District of Columbia by cnet search, then if left 
with any person of suitable age and discretion employed at the office of 
any agent of the person to be notified, which agent has any authority or 
duty with reference to the land or tenement to which said notice relates; or 
(5) if any such notice forwarded by registered or certified mail be 
returned for reasons other than refusal, or if personal service of any 
such notice, as hereinbefore provided, cannot be effected, then if published 
on three consecutive days in a daily newspaper published in the bistrict of 
Columbia; or (6) if by reason of an outstanding unrecorded transfer of 
title the name of the owner in fact cannot be ascertained beyond a reason- 
able doubt, then if served on the owner of record in a manner hereinbefore 
provided. Any notice to a corporation shall, for the purposes of this 
Act be deemed to have been served on such corporation if served on the 
president, secretary, treasurer, general manager, or any principal officer 
of such corporation in the manner hereinbefore provided for the service of 
notices on natural persons holding property in their own right; and notices 
to a foreign corporation shall, for the purposes of this Act, be deemed to 
have been served if served personally on any agent of such corporation, or 
if left with any person of suitable age and discretion residing at the usual 
residence or employed at the usual place of business of such agent in the 
District of Columbia. 

(b) In case such notice is served by any method other than personal serv- 
ice, a copy of such notice shall also be sent to the owner by ordinary mail. 

Sec. 8. Whenever the Commissioners find that any building or part of 
a building, staging or other structure, or anything attached to or connected 
with any building or other structure or eacavation shall cause a building 
to be unsafe for human occupancy, they shall give notice of such fact to 
the owner or other person having an interest in such building, and to the 
occupant or occupants thereof. If within five days after such notice has 
been served upon such owner or other interested person, such building or 
part thereof has not been made safe for human occupancy, the Commis- 
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sioners may order the use of such building or part thereof discontinued 
until it has been made safe: Provided, That tf in the opinion of the Com- 
missioners the unsafe condition of the ‘building or part thereof is such as to 
be imminently dangerous to the life or limb of any occupant, the Com- 
missioners a order the immediate discontinuance of the use of such 
such re rt thereof. Any person occupying, or permitting the 
occupancy building or part een violation of such order of the 
Cpetsblaetbisees shall be fined not more than $300 or imprisoned for not 
more than thirty days. 

[Sec. 6] Szc. 9. That all Acts and parts of Acts inconsistent with 
this Act, be, and the same are hereby, repealed, 


O 
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86TH CoNnGREsS } SENATE { REpPorRT 
1st Session No. 113 


AMENDING THE ACT ENTITLED “AN ACT TO CREATE A BOARD 
FOR THE CONDEMNATION OF INSANITARY BUILDINGS IN THE 
DISTRICT OF COLUMBIA, AND FOR OTHER PURPOSES,” AP- 
PROVED MAY 1, 1906, AS AMENDED 


Marcs 18, 1959.—Ordered to be printed 


Mr. Morsz, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. 745] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 745) to amend the act entitled “An act to create a Board 
for the Condemnation of Insanitary Buildings in the District of Co- 
lumbia, and for other purposes,” approved May 1, 1906, as amended, 
after full consideration, report favorably thereon without amendment 
and recommend that the bill do pass. 

The purpose of this bill is to amend the act of May 1, 1906, as 
amended by the act of August 28, 1954 (Public Law 681, 83d Cong.), 
so as to correct what has proved to be certain administrative defi- 
ciencies in the act. The proposed amendments would bring the 
provisions of the act relating to assessment and collection of taxes 
into conformity with the provisions for assessment and collection of 
taxes applicable to special assessments levied for public improvements 
under the act of July 25, 1935 (sec. 47-1103(b), District of Columbia 
Code, 1951 edition). 

Existing law provides for the repair or the demolition by the Dis- 
trict of Columbia of buildings condemned under such law, in the 
event the owner fails to comply with orders of the Board for the 
Condemnation of Insanitary Buildings to repair.or demolish such 
buildings. Present law further provides that the costs incurred b 
the District government in repairing or seen ins any such build- 
ings be assessed as a tax against the property and collected in the 
same manner as general taxes are collected, the tax assessment being 
enforced by the sale of the property at an annual tax sale. However 
there is no provision for a specific time when the assessment sh 
be paid, nor does it provide for interest on delinquent payments. 
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The bill would amend the act of May 1, 1906, as amended, so as to 
previa that the assessment may be paid without interest within 60 
ays after the assessment is levied. Interest at the rate of one-half 
of 1 percent a month or portion of a month would be charged after 
such 60-day period. The tax would be payable in three equal 
installments, with interest. If the tax is not paid in full within 2 
years after the assessment is levied, the property would be subject to 
sale at the next ensuing tax sale. The bill also provides that any tax 
levied after August 28, 1954, shall be deemed to have been levied on 
thé effective date of the bill for the purpose of determining dates of 
payment and computing interest thereon. 

Another deficiency in the existing law is the specified number of 
methods of giving notice to the owner of the property affected of the 
proposed action to be taken by the Board. Any notice required by 
this act to be served shall be deemed to have been served if delivered to 
the person to be notified or if left at the usual residence or place of 
business of the person to be notified, with a person of suitable age and 
discretion, or if no such residence or place of business can be found 
in the District by reasonable search, if left with any person of suitable 
age and discretion employed therein at the office of any agent of the 

erson to be notified. If no such office can be found in the District 
a reasonable search, notice shall be forwarded by registered mail to 
the last know address of the person to be notified; or if no address be 
known or can by reasonable diligence be ascertained, or if any notice 
forwarded by registered mail is returned by the post office authorities, 
then it shall be published on 3 consecutive days in a daily newspaper 
published in the District of Columbia. These several methods must 
be followed in chronological order. 

The bill amends this section of the act so that any order of prece- 
dence is eliminated and permits the use of the respective methods of 
service of notice without the necessity of first exhausting any other 
method of accomplishing service. The bill provides that in case 
such notice is served by any method other than personal service, 
notice shall also be sent to the owner by ordinary mail. 

A substantially similar bill (S. 1269) was passed by the Senate in 
the 85th Congress on May 22,1957. The only difference between the 
pending measure and that previously approved by the Senate is the 
addition of certified mail as a method of effecting service of notice. 

This bill was requested by and has the approval of the Board of 
Commissioners of the District of Columbia. The committee was 
informed that enactment of this measure would incur no additional 
cost to the District of Columbia. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4)-of rule XXIX of the Standing 
Rules of the Senate, changes in existing law im the bill, ‘as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


(84 Stat. 157; 68 Stat. 884) 


Be it enacted by the Senate and — Representatives of the United 
States of America in Congress assembled, That the Act entitled “An 
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in 
May 
1, 1906 (34 Stat. 157; title 5, ch. 6,. D. 1951 -edition), as 
amended, is amended to read as follows: 

“That the Commissioners of the District of Columbia are authorized 
to examine into the sanitary condition of all buildings in said District, 
to condemn those buildings which are in such insanitary condition as 
to endanger the health de lives of the occupants thereof or persons liv- 
ing in the vicinity, and to cause all buildings to be put into sanitary 
condition or to be demolished and removed, as may be required by the 
provisions of this Act. ‘The Commissioners may authorize and direct 
the performance of the duties imposed on them by this Act by such 
officers, agents, employees, contractors, employees of contractors, and 
other persons as may be designated, detailed, employed, or appointed 
by the said Commissioners to carry out the purposes of this Act. The 
Commissioners or their designated agent or agents are authorized to 
investigate, through personal inquiry and inspection, into the sanitary 
condition of any building or part of a building in said District, except 
such as are under the exclusive jurisdiction of the United States. The 
Commissioners, and all persons acting under their authority and the 
authority contained in this Act, may, between the hours of 8 o’clock 
antemeridian and 5 o’clock postmeridian, peaceably enter into and 
upon any and all lands and buildings in said District for the purpose 
of inspecting the same. 

“Src. 2. (a) The Commissioners are directed to appoint or designate 
two separate boards, each to consist of not less than three members, to 
perform the duties and functions required by this Act, as follows: 

“(1) A Board for the Condemnation of Insanitary Buildings to 
examine into the sanitary condition of buildings in the District of 
Columbia, to determine which such buildings are in such insanitary 
condition as to endanger the lives or health of the occupants thereof 
or of persons living in the vicinity, and to issue appropriate orders 
of condemnation requiring the correction of such condition or con- 
ditions or to require the demolition of any building, in accordance with 
the provisions of this Act. 

“(2) A Condemnation Review Board, no member of which shall act 
as a member of the Board for the Condemnation of Insanitary Build- 
ings, to review, upon written request, any order of condemnation 
issued by the Board for the Condemnation of Insanitary Buildings, 
and to affirm, modify, or vacate such order of condemnation if the 
Condemnation Review Board shall find that the sanitary condition 
of the building under examination requires the affirmation, modifica- 
tion, or vacation of such order of condemnation. The Condemna- 
tion Review Board shall consist of at least three members and an 
alternate member for each of said members, at least two-thirds of such 
members and at least two-thirds of such alternate members to be resi- 
dents of the District of Columbia and to be selected from among the 
persons designated under subsection (c) of this section, and not more 
than one-third of such members and one-third of such alternate mem- 

may be employed by the government of the District of Columbia. 

“(b) A majority of the members of each of the boards established 
by such subsection (a) of this section shall constitute a quorum, and 
& majority vote of the members present shall be required in connec- 
tion with any act of either of the said boards. No person shall act as 
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a member of either of the said boards who has any property interest, 
direct or indirect, in his own right or through relatives or kin, in the 
building the sanitary condition of which is under consideration. 

“(e) "The Commissioners shall designate a number of real property 
owning residents of the District of Columbia, not Gable ved ‘by the 

overnment of the District of Columbia or the Government of the 

nited States, each of whom from time to time shall be designated 
by the Commissioners to act as a member or an alternate member of 
the Condemnation Review Board established under the authority of 
subsection (a) of this section. Each such person shall be entitled to 
a fee of $25 for each day he is actually engaged in discharging his 
duties as a member of said Board, or as an alternate member acting 
in the place of a member. 

“(d) The several provisions of sections 1, 2, and 3 of the Act 
approved April 16, 1932 (47 Stat. 86; sees. 4-601 to 4-603, D.C. Code, 
1951 edition), shall be applicable to and enforceable in any proceed- 
ing conducted under the authority of this Act. Each person acting 
as a member of either of the boards required to be established by 
this section, and each alternate member when acting in the stead of 
the member for whom he is alternate, is hereby authorized to admin- 
ister oaths to witnesses summoned in any proceeding conducted by 
either of the said boards. Any fee which may be paid any witness 
summoned to appear before either of the said boards shall be assessed 
as a tax against the property the condition of which is under investi- 
gation, such tax to be collected in the [same manner as general taxes 
are collected in the District. of Columbia] manner provided in section 
7 of this Act: Provided, That whenever any order of condemnation is 
vacated or set aside, either by the Condemnation Review Board or by 
a court, the witness fee authorized by this subsection to be 
against the property affected by such order of condemnation shall not 
be so assessed, but shall be paid by the Government of the District 
of Columbia. 

“Sec. 3. Whenever the Board for the Condemnation of ina 
Buildings shall find that any building or part of building is in su 
insanitary condition as to endanger the health or lives of the occu- 
penta thereof or persons living in the vicinity, the owner of such 

uilding shall be served with a notice requiring him to show cause, 
within a time to be specified in such notice, why such building or part 
of building should not be condemned. The time to be fixed in such 
notice shall not be less than ten days, exclusive of Sundays and legal 
holidays, after the date of service of said notice, unless the Board shall 
find that the insanitary condition of such building or part of building 
is such as to cause immediate danger to the health or lives of the 
occupants thereof or of persons living in the vicinity, in which case & 
lesser time may be specified in said notice. If within the time to show 
cause fixed by the Board, the owner shall fail to show cause sufficient 
in the opinion of the Board to prevent the condemnation of such build- 
ing or part of building, the Board shall issue an order condemning 
such building or part of building and ordering the same to be put into 
sanitary condition or to ve demolished and removed within a time to 
be specified in said order of condemnation, and shall cause a copy of 
such order to be served on the owner and a copy to be affixed to the 
building or part of building condemned. The Board shall give the 
owner reasonable time within which to put the building in sanitary 
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condition, but such time shall be not less than six months after the 
date of service of said order on said owner, unless the Board shall find 
that the condition of said premises is such as to cause immediate 
danger to the health or lives of the occupants thereof or of persons 
living in the vicinity, in which event the Board may fix a lesser time. 
From and after fifteen days, exclusive of Sundays or legal holidays, or 
within such additional time as may be fixed by the Board, after a copy 
of any order of condemnation has been affixed to any condemned 
building or part of building, no person shall occupy such building or 
part of building. 

“Sec. 4. No person having authority to prevent shall permit any 
building or oxi of aig | condemned to be occupied, except as 
specially authorized by the Board for the Condemnation of Insanitary 

uildings under the authority contained in this Act, after fifteen 
days, exlusive of Sundays and legal holidays, or within such addi- 
tional time as may be fixed by the Board, from and after the date of 
service of a copy of the order of condemnation on the owner of such 
building; or, if a copy of such order of condemnation has been affixed 
to the condemned building or part of building at a date subsequent to 
the date of service of the notice on the owner, after fifteen days 
exclusive of Sundays and legal holidays, or within such additional 
time as may be fixed by the Board, from the date on which said copy 
of such order of condemnation was so affixed. 

“Sec. 5. The owner of any builiding or part of building condemned 
under the provisions of this Act shall, within the time specified by 
the Board of Condemnation of Insanitary Buildings in the order 
of condemnation, or any extension of time which may be granted b 
the Board, (1) make such changes or repairs as will remedy the condi- 
tions which led to the condemnation of such building or part of 
building, or (2) cause such building or part of building to be demol- 
ished and removed: Provided, That any owner repairing a buildin 
or part of building in accordance with the provisions of this Act sh 
be required to make only those repairs which are reasonably related 
to a correction of the insanitary condition or conditions found by said 
Board to exist in or about said building, and nothing in this Act shall 
be construed as authorizing the Board to require any repair not 
reasonably related to the correction of any insanitary condition in or 
about such building, or to require such building to be brought fully 
into conformity with the District of Columbia Building Code or other 
building regulations in effect at the time such repairs are made. 

enever any building is repaired or demolished in accordance with 
the requirements of this section, such repair or demolition shall be 
performed in such manner and under the authority of such permit 
as may be required by any applicable law or regulation. 

“Sec. 6. If the owner of any building or part of building condemned 
under the provisions of this Act shall make such changes or repairs 
as will remedy in a manner satisfactory to the Board for the Con- 
demnation of Insanitary Buildings the conditions which led to the 
condemnation of such building or part of building, the order of 
condemnation shall be canceled and the building may again be occu- 
pied, If the owner cannot make such changes or repairs within the 
period within which the owner ‘may lawfully permit such building 
or part of building to be occupied under section 4 of this Act, but 
proceeds with such changes or repairs with reasonable diligence during 
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such period, said Board many, by special order, extend from time to 
time the period within which the occupants of said building or part 
of building may remain therein, and within which the owner of such 
building may permit the said occupants so to remain. 

“Sec. 7. If the owner of any building or part of building condemned 
under the provisions of this Act shall fail to remedy in @ manner 
satisfactory to the Board for the Condemnation of Insanitary Build- 
ings the condition or conditions which led to the condemnation thereof, 
by failing to cause such building or part of building to be put into 
sanitary condition or to be demolished and removed within the time 
specified by said Board in the order of condemnation or any extension 
thereof, he shall be deemed guilty of a misdemeanor and be liable to 
the penalties provided by section 16 of this Act, and such building or 
part of building may be put into sanitary condition or be demolished 
and removed under the direction of said Board, and the cost of such 
repairs or such demolition and removal, including the cost of makin 
good damage to adjoining premises (except such as may have resulte 
from carelessness or willful recklessness in the demolition or removal 
of such building), and the cost of publication, if any, herein provided 
for, less the amount, if any, received from the sale of the old material, 
shall be assessed by the Commissioners of the District of Columbia asa 
tax against the premises on which such building or part of buildi 
was situated, such tax to be collected [in the same manner as genera 
taxes are collected in the District of Columbia] as provided in this 
section: Provided, That the pendency of any review or appeal provided 
for by sections 13 and 14 of this Act shall stay the operation of any 
order issued by said Board, unless said Board shall find that the con- 
dition of said premises is such as to cause immediate danger to the 
health or lives of the occupants thereof or of persons living in the 
vicinity: Provided further, That the taxes authorized to be levied and 
collected under this Act may be paid without interest within sixty days 
from the date such tax was levied. Interest of one-half of one per centum 
for each month or part thereof shall be charged on all unpaid. amounts 
from the expiration of sixty days from the date such tax was levied. Any 
such tax may be paid in three equal installments with interest thereon. 
If any such tax or part thereof shall remain unpaid after the expiration A 
two years from the date such tax was levied, the property against whi 
said tax was levied may be sold for such tax or unpaid portion thereof 
with interest and penalties thereon at the next ensuing annual tax sale in 
the same manner and under the same conditions as property sold for 
delinquent general real estate taxes, if said tax with interest ny | penalties 
thereon shall not have been paid in full prior to said sale. 

“Sec. 8. Whenever the Board for the Condemnation of Insanitary 
Buildings is in doubt as to the ownership of any building or part of 


a building, the condemnation of which is contemplated, beeause the 


title thereto is in litigation, said Board may notify all, parties to 
the suit and may report the circumstances to the Commissioners of 
the District of Columbia, who may bring'such circumstances: to the 
attention of the court in which such litigation is pending for the pur- 
pose of securing such order or decree as will enable said Board to 
continue such condemnation proceedings, and such court is hereby 
authorized to make such decrees and orders in such pending suit as 
may be necessary for that purpose. ; 

“Sec. 9. Whenever the title to any building or part of building is 


vested in @ person non compos mentis, or a minor child or minor 


ES ae SS ee ll 


AMENDING THE ACT APPROVED MAY 1, 1906, AS AMENDED 7 


children without legal guardian, the Board for the Condemnation of 
Insanitary Buildings shall report that fact to the Commissioners of 
the District of Columbia, who shall take due legal steps to secure the 
appointment of a guardian or guardians for such person non compos 
mentis, or minor child or children aforesaid, for the purpose of the 
condemnation proceedings authorized by this Act, onl any judge of 
the United States District Court for the District of Columbia is 
hereby authorized to appoint a guardian or guardians for such 


urpose. 

; ‘Bec. 10. [Any notice required by this Act to be served shall be 
deemed to have been served if delivered to the person to be notified, or 
if left at the usual residence or place of business of the person to be 
notified, with a person of suitable age and discretion then resident 
therein; or if no such residence or place of business can be found in 
the District of Columbia by reasonable search, if left with any person 
of suitable age and discretion employed therein at the office of any 
agent of the person to be notified, which agent has any authority or 
duty with reference to the land or tenement to which said notice 
relates; or if no such office can be found in said District by reasonable 
search, if forwarded by registered mail to the last known address of 
the person to be notified and not returned by the post office authorities; 
or if no address be known or can by reasonable diligence be ascer- 
tained, or if any notice forwarded as authorized by the preceding 
clause of this section be returned by the post office authorities, if 
published on three consecutive days in a daily newspaper published 
in the District of Columbia; or if by reason of an outstanding unre- 
corded transfer of title the name of the owner in fact cannot be 
ascertained beyond a reasonable doubt, if served on the owner of 
record in the manner hereinbefore in this section provided. Any 
notice to a corporation shall, for the purposes of this Act, be deemed 
to have been served on such corporation if served on the president, 
secretary, treausrer, general manager, or any principal officer of such 
corporation in the manner hereinbefore provided for the service of 
notices on natural persons holding property in their own right; and 
notice to a foreign corporation shall, for the purposes of this Act, be 
deemed to have been served if served on any agent of such corpora- 
tion personally, or if left with any person of suitable age and discre- 
tion residing at the usual residence or employed at the usual place of 
business of such agent in the District of Columbia.}] 8 (a) Any 
notice required by this Act to be served shall be deemed to have been served 
when served by any 7 the following methods: (a) when forwarded to the 
last known address of the owner as recorded in the real estate assessment 
records of the District of Columbia, by registered or certified mail, with 
return receipt, and suc prone shall constitute prima facie evidence of 
service upon such owner if such receipt is signed either by the owner or by 
tae bf suitable age and discretion located at such address: Provided, 

valid service wpon the owner shall be deemed effected if such notice 
shall be refused by the owner and not delivered for that reason; or (b) 
when delivered to the ener to be notified; or (c) when left at the usual 
residence or place of business of the person to be notified with a person 
of suitable age and discretion then resident or employed therein; or 
(d) if no such residence or place of business can be found in the District 
of Columbia by reasonable search, then if left with any person of suitable 
age and discretion employed at the office of any agent of the person to be 
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notified, which agent has any authority or duty with réference to the land 
or tenement to which said notice relates; or (e) if any such notice for- 
warded by registered or certified mail be returned for reasons other than 
refusal, or if personal service of any such notice, as hereinbefore provided, 
cannot be effected, then if published on three consecutive days in a daily 
newspaper published in the District of Columbia; or Vi uf by reason of 
an outstanding unrecorded transfer of title the name of the owner in fact 
cannot be ascertained beyond a reasonable doubt, then if served on the 
owner of record in a manner hereinbefore provided. Any notice to a 
corporation shall, for the purposes of this Act, be deemed to have been 
served on such corporation if served on the president, secretary, treasurer, 
general manager, or any principal officer of such corporation in the 
manner hereinbefore provided for the service of notices on natural persons 
holding property in their own right; and notices to a foreign corporation 
shall, for the purposes of this Act, be deemed to have been served vf served 
personally on any agent of such corporation, or if left with any person 
of suitable age and discretron residing at the residence or employed 
at the usual place of business of such agent in the District of Columbia, 

(b) In case such notice is served by any method other than personal 
service, notice shall also be sent to the owner by ordinary mail. 

“Sec. 11. No person shall interfere with the Commissioners or with 
any person acting under authority and by direction of said Commis- 
sioners in the discharge of his lawful duties, nor hinder, prevent, or 
refuse to permit any lawful inspection or the performance of any work 
authorized by this Act to be done by or by authority and direction of 
said Commissioners. 

“Suc. 12. No person shall, without the consent of the Board for 
the Condemnation of Insanitary Buildings, deface, obliterate, remove, 
or conceal any copy of any order of condemnation which has been 
affixed to any building or part of building by order of the said Board; 
and the owner and the person having custody of any building or part 
of building to which a copy or copies of any such order has been 
affixed shall, if said copy of said order has been to his knowledge 
defaced, obliterated, or removed, forthwith report that fact in writi 
to the Board (unless he has good reason to believe that such copy o 
such an order has been removed by authority of the Board), and if such 
copy of such order has been concealed, he shall forthwith expose the 
same to view. 

“Suc. 13. Any owner of property affected by an order of con- 
demnation issued under the ‘authority contained in this Act shall be 
entitled to a review of such order by the Condemnation Review Board 
established by the Commissioners in accordance with the provisions 
of section 2 of this Act, upon making application to said Condemna- 
tion Review Board, in writing, within iteen days from the date on 
which such owner has been served notice of such order of condemna- 
tion, and upon eee of a fee of $25. The said Condemnation 
Review Board sh be authorized by the Commissioners to. affirm, 
modify, or vacate any order of condemnation issued under the author- 
ity contained in this Act. 

“Sc, 14. The owner of any building or part of building condemned 
under the provisions of this Act may, within fifteen days from the 
date on which such owner receives notice that such order of condem- 
nation has been reviewed by the Condemnation Review Board estab- 
lished in accordance with section 2 of this Act. and has been affirmed 
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or modified by such Board, appeal to the Municipal Court for the 
District of Columbia for the modification or vacation of said order of 
condemnation. The municipal court shall give precedence to any 
such case, shall hear the testimony adduced therein, shall view the 
building or part of building affected by said order of condemnation, 
and thereafter shall affirm, modify, or vacate said order. In any pro- 
ceeding instituted in accordance with the provisions of this subsection, 
such proceeding shall be conducted by the judge only, and nothing 
herein contained shall be construed as authorizing or entitling the 
ene of property affected by such order of condemnation to a trial 

y jury. 

Spo. 15. Whenever any insanitary condition which has led to the 
condemnation of a building or pers of building has been caused in 
any part by the action or by the neglect of the tenant or tenants, 
occupant or occupants thereof, such tenant, tenants, occupant, or o¢- 
cupants shall be guilty of a misdemeanor and be liable to the penalties 
provided in section 16 of this Act. 

“Sec. 16. Any person violating or aiding or abetting in violating 
sections 3, 4, 5,7, 11, 12, or 15 of this Act shall, upon conviction thereof 
in the Municipal Court for the District of Columbia, upon information 
filed in the name of said District, be punished by a fine of not more 
than $100 or by imprisonment for not more than ninety days; and each 
day on which such unlawful act is done or during which such unlaw- 
ful negligence continues shall constitute a separate and distinct offense. 

“Src. 17. Except as herein otherwise authorized all expenses inci- 
dent to the enforcement of this Act shall be paid from appropriations 
made from time to time for that purpose in like manner as other ap- 
propriations for the expenses of the District of Columbia. 

“Sec. 18. (a) For the purposes of this Act, the term ‘Commis- 
sioners’ shall mean the Commissioners of the District of Columbia or 
their designated agent or agents; and the term ‘owner’ shall mean (1) 
any person, or any one of a number of persons, in whom is vested all 
or any part of the beneficial ownership, dominion, or title of the prop- 
erty found by the Commissioners to be in an insanitary condition; (2) 
the committee, conservator, or legal guardian of an owner who is non 
compos mentis, a minor child, or otherwise under a disability; or (3) 
a trustee elected or appointed, or required by law, to execute a trust, 
4 than a trustee under a deed of trust to secure the repayment of 
a loan. 

“(b) Wherever under this Act any act is to be performed by, or 
any notice is to be given, an owner, such act may be performed by an 
agent of such owner, or such notice may be given to an agent of such 
owner who collects rent or otherwise acts as an agent for the owner 
in connection with said property. 

“Sec. 19. (a) All suits and proceedings instituted by or against the 
Board for the Condemnation of Insanitary Buildings in the District 
of Columbia created by the first section of the Act approved May 1, 
1906, supra, or the Board for the Condemnation of Insanitary Build- 
ings established by the Commissioners under the authority of Reor- 
ganization Plan Numbered 5 of 1952, prior to the effective date of 
this amendatory Act, shall be deemed to have been taken by, or insti- 
tuted by or against, the Commissioners of the District of Columbia. 

“(b) With respect to any building or part of building condemned 
by either of the Boards aforesaid prior to the effective date of this 
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amendatory Act, and which building or part of building stands con- 
demned as of the effective date of this amendatory Act, the six-month 
period provided by section 3 of this amendatory Act shall commence 
running from the effective date of this amendatory Act. 

“(c) Wherever any provision of this Act refers to any order of 
the Board for the Condemnation of Insanitary Buildings, such pro- 
vision shall mean the order of such Board, or, if such order be reviewed 
by the Condemnation Review Board, as such order has been affirmed 
or modified by the latter Board; and wherever this Act establishes 
any time limit within which there shall be compliance with an order 
of the Board for the Condemnation of Insanitary Buildings, such 
time limit shall begin running from the date on which the owner of 
the property affected by said order is served with notice thereof, or, 
if such order be reviewed by the Condemnation Review Board, 
from the date on which the owner of such property receives notice 
that such order has been affirmed or modified by the latter Board. 

“Sec. 20. This Act shall take effect thirty days after its approval.” 

Approved August 28, 1954. 

O 
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86TH CONGRESS } SENATE | Report 
1st Session No. 114 


AMENDING THE ACT ENTITLED “AN ACT TO PROVIDE FOR COM- 
PULSORY SCHOOL ATTENDANCE, FOR THE TAKING OF A SCHOOL 
CENSUS IN THE DISTRICT OF COLUMBIA, AND FOR OTHER PUR- 
POSES,” APPROVED FEBRUARY 4, 1925 


Marca 18, 1959.—Ordered to be printed 


Mr. Morsz, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. 644] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 644) to amend the act entitled ““An Act to provide for 
compulsory school attendance, for the taking of a school census in the 
District of Columbia, and for other purposes,” approved February 4, 
1925, after full consideration, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 1, line 3, strike the words “‘the first sentence of’’. 

Page 1, line 8, after the word “amended” insert the figure ‘(1)’. 

Fage 2, line 2, strike the comma in front of the word “‘and’’. 

Page 2, line 5, strike the word “‘thereafter’’ and insert in lieu thereof 
the following: 


“thereafter”; and (2) by inserting immediately after “the 
school attended by him,” the following: “whether such 
school is public or private,’’. 


The purpose of this bill is to amend the act of February 4, 1925, so 
as to accomplish the following: 

(1) Provide that all children below the age of 18 years be listed in 
the taking of the school census, instead of the present requirement that 
only those between the ages of 3 years and 18 years be listed; 

(2) Provide that in addition to the name of the school attended by 
the child as required by the census, there be a designation as to 
whether such school is public or private; and 

(3) Provide that the census be made as frequently as the Superin- 
tendent of Schools and the Board of Education find it necessary and 
desirable to do so, instead of annually, as now required. 

84006 
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All witnesses attending the hearing before the Public Health, Educa- 
tion, Welfare and Safety Subcommittee, held on February 20, 1959, 
testified in favor of S. 644. A representative of the Board of Educa- 
tion testified that the first. change; to include all children under the age 
of 18 in the census, was desired by the Board in order to permit the 
securing of necessary data for anticipatory planning purposes with 
respect to zoning and school construction. The second change is to 
provide that in addition to the name of the school attended by the 
child, as required by the census, that there be a designation as to 
whether such school is public or private. .The third change, to permit 
the Board and the Superintendent of Schopls to determine when a 
census would be taken, was recommended to the committee on the 
ae of a more economical use of funds than is possible under existing 
aw. 

The Commissioners of the Distriet ef Columbia favor enactment of 
the bill. They informed the committee that enactment of the measure 
could result in financial saving to the District, and that in any event, 
enactment would involve no additional expense. 

A similar bill, S. 1842, passed the Senate during the 85th Congress on 
May 22, 1957. : , : 

CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown 1n roman): 


(43 Stat. 807) 
ARTICLE II. SCHOOL CENSUS 


Suc, 1. That it shall be the duty of the director of schoo! attend- 
ance and work permits, under instruction of the superintendent of 
schools, approved by the Board of Education, to cause to be made 
a complete census of [all children between the ages of three and 
eighteen years permanently or temporarily residing in the District of 
Columbia, and annually thereafter or as frequently] all children under 
the age of eighteen years permanently or temporarily ‘residing in the 
District of Columbia and as frequently thereafter as may be found neces- 
sary or desirable. Such census shall be amended from day to day 
as changes of residence oceur among children within the ages pre- 
scribed in this Act, and as other persons come within the ages 
prescribed, and as other persons within such ages shall become resi- 
dents of the District. The record of such enumeration of children 
shall give the full name, address, race, sex, and date and place of birth 
of every such child, the school attended by him, whether such school is 
public or private, and if the child is not at school the name and address 
of his employer, if any, and the name, address, and occupation of the 
parents or guardian. O 
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LEASE OF UPLAND COTTON ACREAGE ALLOTMENTS 


Marcu 18, 1959.—Ordered to be printed 


Mr. Jorpan, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany 8. 1455] 


The Committee on Agriculture and Forestry reported an original 
bill (S. 1455), to authorize the rental of cotton acreage allotments, 
with a recommendation that it do pass. 

This. bill authorizes 1-year leases of upland cotton acreage allot- 
ments from farms having allotments of 10 acres or less to other farms 
in the same county if the combined allotments will not exceed 50 
acres. A full explanation of the bill is contained in the subcommittee 
report incorporated herein. 

This committee had before it S. 58, introduced by Senators Spark- 
man, Hill, and Johnston; S. 545, introduced by Senators Jordan 
Fulbright, Talmadge, Thurmond, and Kefauver; S. 569, introdu 
by Senator Stennis; and S. 889, introduced by Senator Eastland. 
The committee bill is identical to S. 545, except for minor technical 
corrections and the following: 

(1) Paragraph (1) has been expanded to provide the 10-acre and 
50-acre limitations referred to above, and to make it clear that the 
election of choice (B) under section 102 of the joponet Act of 
1949 by the operator of the farm from which an allotment is trans- 
ferred shall be disregarded and the transferred allotment will be 
subject to whichever of choice (A) or choice (B) is applicable to other 
allotments on the farm on which it is used. 

(2) Paragraph (6) has been added to require retirement from the 

roduction of tilled crops of an acreage equal to the allotment trans- 
ened by lease from any farm. 





{Report of Subcommittee No. 3, Senate Committee on Agriculture and Forestry] 


The Subcommittee on Agricultural Production, Marketing, and 
Stabilization of Prices report an original bill with a recommendation 
that it be reported to the Senate. 
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’ The subcommittee had before it S. 58, introduced by Senators Spark- 

man, Hill, and Johnston; S. 545; introduced by Senators Jordan, Ful- 
bright, Talmadge, Thurmond, and Kefauver; S. 569, introduced: by 
Senator Stennis; and S. 889 introduced by Senator Eastland. ‘The first 
three of these bills provided for the leasing of acreage allotments and 
are generally similar in their terms, although S. 58 and S. 569 were 
applicable to all commodities subject to allotment, while S. 545 was 
limited to upland cotton. The fourth bill, S. 889 provided for the 
exchange of rice acreage allotments for cotton acreage allotments. 

Hearings were held on February 25, 1959, and authority for the 
leasing of cotton acreage allotments was favored by all witnesses, 
except those from the Department of Agriculture. 

Arguments advanced in support of the bills: were’as follows: 

1. Small cotton farmers participated in great numbers in the acreage 
reserve program and substantially retired from cotton production. 
They are now not in a position to plant and will receive little or no 
benefit: from their allotments unless this legislation «is passed. Pas- 
sage of this legislation would permit them-an,adjustment period until 
they could get back into cotton production. 

2. Transfer of allotments. will _permit lessees to operate economic 
units, and thereby enable them to obtain credit, buy machinery, and 
modernize their farm practices. 

3. Allotments are now rented in effect, but the lessee must grow the 
cotton on the farm to which the allotment was made. It would be 
more efficient and reasonable to permit the lessee to consolidate the 
allotments on one farm. 

4. Transfer of allotments from one farm to another is now permitted 
in certain cases as (a) where farms are in the same ownership (or 
3-year lease) and are close together, or (6) where allotments are sur- 
rendered and reapportioned. Direct transfers as provided by these 
bills would be less complicated and more fair. 

5. Transfer is necessary to assure that the cotton is planted, so that 
the county and State will maintain the income from cotton and the 
cotton history needed for future allotments. Ginners, bankers, trades- 
men, oil mills, and others are affected by loss of cotton production. 

The principal argument in opposition to the bills was that produc- 
tion of commodities already in surplus-would be increased since fewer 
allotments would go unplanted and since the consolidation of allot- 
ments into economic units would result in higher yields. The sub- 
committee felt that the increased production which might flow from 
efficient production did not justify the maintenance of uneconomic 
allotments. 

The subcommittee bill is limited to upland cotton and provides 
authority for 1-year leases of allotments for use on other farms within 
the same county. Since this legislation is designed to meet the prob- 
lems of farmers who have uneconomic allotments, allotments may be 
leased only from farms with allotments of 10 acres or less, and may 
not be used on any farm on which the total allotment would then 
exceed 50 acres. Any increases resulting from the election of choice 
(6) under section 102 of the Agricultural Act of 1949 would be dis- 
regarded in applying these limitations. The election of choice (a) or 
choice (6) by the operator of the farm on which the leased allotment 
is used would be applicable to all allotments owned or rented by him, 
without regard to any election which may have been made by the 
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operator of the farm from which the allotment was.rented. This 
would prevent the confusion which might, arise if both choice (a) and 
choice (6) cotton were grown on the same farm. 

For the purposes of future State, county, and farm. allotments, 
acreage history would be credited to the farm from which the allotment 
was rented just as though it had been planted. 

Allotments rented under the bill would be adjusted to compensate 
for differences in normal yield between the farms involved. 

Paragraph (6) of the bill requires the farm from which an allotment 
is leased to reduce its acreage of crops requiring annual tillage by an 
acreage equal to the acreage allotment transferred. This provision, 
would be enforced by civil penalty equal to 150 percent of the rental 
for the allotment. Any increase in cotton production resulting from 
efficiencies permitted by the bill would therefore tend. to. be offset 
by the overall reductions in production resulting from the removal of 
acreage from the production of cultivated crops. 

The bill would be applicable only to the crop years 1959, 1960, and 
1961, so that Congress can see how it works before adopting it perma- 
nently, 

Ourn D. Jonnston, Chairman. 
SpessarD L. Houuanp. 
Husert H. Houmpnrey. 
WituraM PRoxMiRe. 

B. Evererr Jorpan. 

Georce D. ArxKen. 

Mitton R. Youna. 

Karu E, Munpr. 





DEPARTMENT OF AGRICULTURE, 
Washington, D.C., February 24, 1959. 
Hon. AtneN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 


U.S. Senate. 


Dear SENATOR ELLENDER: This is in reply to your request of Jan- 
uary 22, 1959, for a report on S. 545, a bill to authorize the transfer and 
consolidation of rented cotton acreage allotments. 

This Department does not favor the enactment of S. 545. 

The bill provides that the owner or operator of a farm having an 
upland cotton allotment may rent all or any portion of such allotment 
to any other owner or operator of a farm for use in the same county. 
It provides for annual leases which can be renewed each year. A copy 
of the written agreement must be filed with the county committee. 
The rental of allotment does not affect the history acreage of either the 
farm from which it is leased or the farm to which it is transferred. 
The amount of the acreage allotment leased is considered for purposes 
of future State, county, and farm allotments to have been planted on 
the farm from which rented. Farm normal yields would be established 
for the farms from which leased and to which transferred. Any farm 
allotment leased would be multiplied by the per centum which the 
yield of the farm from which it was leased is of the normal yield of the 
farm to which the allotment is transferred. This would have the 
effect of adjusting the allotment acreage which can be planted by 
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the lessee up or down de nding upon the farm normal yields involved, 
This bill would be in effect only for 1959, 1960, and 1961. 

Subsection (m)(2) of the Agricultural Adjustment Act of 1938, as 
amended, provides for release to the county committee of unused and 
unwanted farm cotton acreage allotments for reapportionment by 
the county committee to other farms in the county under criteria 
contained therein. Section 102 of the Agricultural Act of 1949 
prohibits the release of cotton allotment from any farm for which the 
choice (B) allotment is applicable. Section 115 of the Soil Bank Act 
prohibits the reapportionment of allotments diverted from the pro- 
duction of any commodity subject to acreage allotments as a result 
of participation in the acreage reserve or conservation research pro- 
gram. This bill provides another method of transferring allotments 
among farms which could result in some transfers for payments and 
other transfers in the same county without payment. Cotton is in 
surplus supply. The enactment of this bill would increase the supply 
of cotton and thereby increase the cost to the Government of providing 
price support for cotton. 

The lessees of cotton allotments would generally be more efficient 
farmers and would plant a larger percentage of the allotments than 
would be planted if the leasing and transfer of allotments is not 
permitted. Also, as long as allotment history can be automatically 
preserved under section 377 of the act many producers who do not 
want to plant cotton or to plant the entire allotment will not release 
the allotment in which case an acreage equal to the entire allotment 
will be considered under section 377 of the act to have been planted to 
cotton. It is believed that the payment incentive for leasing such 
allotment would cause many more transfers of allotment than result 
from the release and reapportionment provisions of the act. 

If enacted, this bill would tend to concentrate production of cotton 
in the hands of larger operators which is contrary to the philosophy of 
other existing legislation which provides for minimum farm cotton 
acreage allotments. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morss, Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in orate law made by the bill, as 
a 


reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


AcricutturaL Apsustment Act oF 1938, as AMENDED 


ACREAGE ALLOTMENTS 


Suc. 344. (a) Whenever a national marketing quota is proclaimed 
under section 342, the Secretary shall determine and proclaim a na- 
tional acreage allotment for the crop of cotton to be produced in the 
next calendar year. The national acreage allotment for cotton shall 
be that acreage, based upon the national average yield per acre of cot- 
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ton for the four years immediately preceding the calendar year in 
which the aaa marketing quota p es required to make 
available from such crop an amount of cotton equal to the national 
marketing quota. 

(b) The national acreage allotment for cotton for 1953 and sub- 
sequent years shall be apportioned to the States on the basis of the 
acreage planted to cotton (including the acreage regarded as having 
been planted to cotton under the provisions of Pehle Law 12, Seventy- 
ninth Congress) during the five calendar years immediately preene 
the calendar year in which the national marketing quota is proclaimed, 
with adjustments for abnormal weather conditions during such period: 
Provided, That there is hereby established a national acreage reserve 
consisting of one hundred thousand acres which shall be in addition to 
the national acreage allotment; and such reserve shall be apportioned 
to the States on the basis of their needs for additional acreage for estab- 
lishing minimum farm allotments under subsection (f) (1), as de- 
termined by the Secretary without regard to State and county acreage 
reserves (except that the amount apportioned to Nevada shall be one 
thousand acres), and the additional acreage so apportioned to the State 
shall be apportioned to the counties on the same basis and added to the 
county —— allotment for apportionment to farms pursuant to sub- 
section (f) of this seetion (except that no part of such additional 
acreage shall be used to inerease the county reserve above 15 per 
centum of the county allotment determined without regard to such 
additional acreage). Additional acreage apportioned to a State for 
any year under the foregoing proviso shall not be taken inte account 
in establishing future State acreage allotments. Needs for additional 
acreage under the foregoing proviso and under the last proviso in sub- 
section (e) shall be determined as though allotments were first com- 
puted without regard to subsection (f) (1): Prowided, That there 
is hereby established a national acreage reserve consisting of three 
hundred and ten thousand acres which shall be in addition to the 
national nena allotment; and such reserve shall be apportioned to 
the States on the basis of their needs for additional acreage for estab- 
lishing minimum farm allotments under subsection (f) (1), as de- 
termined by the Secretary without regard to State and county acre- 
age reserves (except that the amount seamnenen to Nevada shall 
be one thousand acres). For the 1960 and su ing crops of cotton, 
the needs of States (other than Nevada) for such additional acreage 
for such purpose may be estimated by the Secretary, after taking 
eratlinetaan _ such wens - ate i ae or nn on ne 

ing ero} of eotton and the size of the nati ot- 
ment for such crop. The additional acreage so a seoilanad to the 
State shall be apportioned to the counties on the basis of the needs 
of the counties for such additional acreage for such purpose, and 
added to the county aan y allotment for apportionment to farms 
pursuant to subsection (f) of this section (except that no part of such 
additional acr shall be used to increase the county reserve above 
15 per centum of the eounty allotment determined without regard to 
ueh additional aereage). Additional acreage apportioned to a State 


for any year under the foregoing proviso s net be taken into 


account in esta future State acreage allotments. Needs for 
additional aereage under the foregoing provisions and under the last 
proviso in subsection (e) shall be determined or estimated as though 
allotments were first computed without regard to subsection (f) (1). 
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(¢) (Applicable only to the 1950 and 1951 crops of cotton.) - 

(d) (Applicable only to the 1952 crop of cotton.) 

(e) The State acreage allotment for cotton shall be apportioned 
to counties on the same basis as to years and conditions as is appli- 
cable to the State under subsections (b), (c), and (d) of this section: 
Provided, That the State committee may reserve not to exceed 10 per 
centum of its State acreage allotment (15 per centum if the State’s 
1948 planted acreage was in excess of one million acres and less than 
half its 1943 allotment) which shall be used to make adjustments in 
county allotments for trends in acreage, for counties adversely affected 
by abnormal conditions affecting plantings, or for small or new farms, 
or to correct inequities in farm allotments and to prevent hardship: 
Provided further, That if the additional acreage allocated to a State 
under the proviso in subsection (b) is less than the requirements as 
determined by the Secretary for establishing minimum farm allot- 
ments for the State under subsection (f)(1), the acreage reserved 
by the State committee under this subsection shall not be less than the 
smaller of (1) the remaining acreage so determined to be required for 
establishing minimum farm allotments or (2) 3 per centum of the 
State acreage allotment; and the acreage which the State committee 
is required to reserve under this proviso shall be allocated to counties 
on the basis of their needs for additional acreage for establishing 
minimum farm allotments under subsection (f)(1), and added to 
the county acreage allotment for apportionment to farms pursuant 
to subsection (f) of this section (except that no part of such addi- 
tional acreage shall be used to increase the county reserve above 15 
per centum of the county allotment determined without regard to 
such additional acreages). Provided further, That if the additional 
acreage allocated to a State under the proviso in subsection (b) is 
less than the requirements as febasaanade or estimated by the Secre- 
tary for establishing minimum farm allotments for the State under 
subsection (f)(1), the acreage reserved under this subsection shall 
not be less than the smaller of (1) the remaining acreage so deter- 
mined or estimated to be required for establishing minimum farm 
allotments or (2) 3 per centum of the State acreage allotment; and the 
acreage which is required to be reserved under this proviso shall be 
allocated to counties on the basis of their needs for additional acreage 
for establishing minimum farm allotments under subsection (f)(1), 
and added to the county acreage allotment for apportionment to 
farms pursuant to subsection (f) of this section (except that _no part 
of such additional acreage shall be used to increase the county reserve 
above 15 per centum of the county allotment determined without 
regard to such additional acreages). 

(f) The county acreage allotment, less not to exceed the percentage 
provided for in paragraph (3) of this subsection, shall be apportioned 
to farms on which cotton has been planted (or regarded as havin 
been planted under the provisions = Public Law 12, Seventy-nint 
Congress) in any one of the three years immediately preceding the 
year for which such allotment is determined on the following basis: 

(1) Insofar as such acreage is available, there shall be allotted 
the smaller of the following: (A) ten acres; or (B) the acreage 
allotment established for the farm for the-1958 crop. . 

(2) The remainder shall be allotted to farms other than-farms 
to which an allotment has been made under paragraph (1).(B) so 





LEASE OF UPLAND COTTON ACREAGE ALLOTMENTS 7 


that the allotment to each farm under this paragraph together 
with the amount of the allotment to such farm under paragraph 
(1) (A) shall be a prescribed percentage (which percentage shall 
be the same for all such farms in the county or administrative 
area) of the acreage, during the preceding year, on the farm 
which is tilled annually or in regular rotation, excluding from 
such acreages the acres devoted to the production of sugarcane 
for sugar; sugar beets for sugar; wheat, tobacco, or rice for 
market; peanuts picked and threshed : wheat or rice for feeding 
to livestock for market; or lands determined to be devoted pri- 
marily to orchards or vineyards, and nonirrigated lands in 
irrigated areas: Provided, however, That if a farm would be 
allotted under this paragraph an acreage together with the 
amount of the allotment to such farm under paragraph (1) (A) 
in excess of the largest acreage planted (and regarded as planted 
under Public Law 12, Seventy-ninth Congress) to cotton during 
any of the preceding three years, the acreage allotment for such 
farm shall not exceed such largest acreage so planted (and re- 
garded as planted under Public Law 12, Seventy-ninth Congress) 
in any such year. 

(3) The county committee may reserve not in excess of 15 per 
centum of the county allotment (15 per centum if the State’s 1948 
planted cotton acreage was in excess of one million acres and less 
than half its 1943 allotment) which, in addition to the acreage 
made available under the proviso in subsection (e), shall be-used 
for (A) establishing allotments for farms on which cotton was not 
planted (or regarded as planted under Public Law 12, Seventy- 
ninth Congress) during any of the three calendar years temmned: - 
ately preceding the year for which the allotment is made, on the 
basis of land, Tabor, and equipment available for the production 
of cotton, crop-rotation practices, and the soil and other physical 
facilities affecting the production of cotton; and (B) making ad- 
justments of the farm acreage allotments established under para- 
graphs (1) and (2) of this subsection so as to establish allotments 
which are fair and reasonable in relation to the factors set forth 
in this paragraph and abnormal conditions of production on such 
farms, or in making adjustments in farm acreage allotments to 
correct inequities and to prevent hardships: Provided, That not 
less than 20 per centum of the acreage reserve under this sub- 
section shall, to the extent required, be allotted, upon such basis 
as the Secretary deems fair and reasonable to farms (other than 
farms to which an allotment, has been made under subsection 
(f) (1) (B)), if any; to which an allotment of not exceeding fifteen 
acres may be made under other provisions of this subsection. 

(4) (Applicable only to the 1950 crop of cotton.) 

(5) (Applicable only to the 1950 crop of cotton.) 

(6) Notwithstanding the provisions of paragraph (2) of the 
subsection; if the county committee recommends such action and 
the Secretary determines that such action will result in a more 
equitable distribution of the county allotment among farms in 
the county, the remainder of the county acreage allotment (after 
makin slbotintin 6s as provided in paragraph (1) of this sub- 
section) shall be allotted to farms othiet than farms to which an 
allotment has been made under paragraph ‘(1)(B) of this sub- 
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section so that the allotment to each farm under this paragraph 
together with the amount of the allotment of such farm under 
paragraph (1)(A) of this subsection shall be a prescribed per- 
centage (which percentage shall be the same for all such farms 
in the county) of the average acreage planted to cotton on the 
farm during the three years immediately preceding the year for 
which such allotment is determined, adjusted as may be neces- 
sary for abnormal conditions affecting plantings during such 
three-year period: Provided, That the county committee may in 
its discretion limit any farm acreage allotment established under 
the provisions of this paragraph for any year to an acreage not 
in excess-of 50 per centum of the cro land. on the farm, as deter- 
mined pursuant to the provisions of paragraph (2) of this sub- 
section: Provided further, That any part of the county acreage 
allotment not apportioned under this paragraph by reason of the 
initial application of such 50 per centum Coaikasinn shall be 
added to the county acreage reserve under paragraph (3) of this 
subsection and shall be available for the purposes specified 
therein. If the county acreage allotment is apportioned among 
the farms of the county in accordance with the provisions of this 
paragraph, the acreage reserved under paragraph (3) of this 
subsection may be used to make adjustments so as to establish 
allotments which are fair and reasonable to farms receiving 
allotments under this paragraph in relation to the factors set 
forth in paragraph (3). 

(7) (A) in the event that any farm acreage allotment is less 
than that prescribed by paragraph (1), such acreage allotment 
shall be increased to the acreage prescribed by paragraph (1). 
The additional acreage required to be allotted to farms alee this 
paragraph shall be in addition to the county, State, and national 
acreage allotments and the poosentee from such acreage shall 
be in addition to the national marketing quota. 

(B) Notwithstanding any other provision of law— 

(i) the acreage ia which any farm acreage allotment for 
1959 or any subsequent crop established under peregreph 
(1) exceeds the acreage which would have been allotted 
to such farm if its allotment had been computed on the 
basis of the same percentage factor applied to other farms 
in the county under paragraph (2), (6), or (8) shall not be 
taken into account in establishing the acreage allotment 
for such farm for any crop for which acreage is allotted 
to such farm under paragraph (2), (6), or (8); and acreage 
shall be allotted under paragraph (2), (6), or (8) to farms 
which did not receive 1958 crop allotments in excess of 
ten acres if and only if the Secretary determines (after 
considering the allotments to other farms in the county for 
such crop compared with their 1958 allotments and other 
relevant factors) that equity and justice require the allot- 
ment of additional acreage to such farm under paragraph 
(2), (6), or (8). 

(ii) the acreage by whieh any county aereage allotment 
for 1959 or any subsequent erop is increased from the 
national of State reserve on the basis of its needs for addi- 
tional acreage for establishing minimum farm allotments 
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shall not be taken into account in establishing future county 
acreage allotments, and 

(iti) the additional acreage allotted pursuant to sub- 
paragraph (A) of this paragraph (7) shall not be taken into 
account in establishing future State, county, or farm acreage 
allotments. 

(8) Notwithstanding the foregoing provisions of paragraphs 
(2) and (6) of this subsection, the Secretary may, if he determines 
that such action will facilitate the effective administration of the 

rovisions of the Act, provide for the county acreage allotment 
or the 1959 and succeeding crops of cotton, less the acreage 
reserved under paragraph (3) of this subsection, to be appor- 
tioned to farms on which cotton has been planted in any one of 
the three years immediately preceding the year for which such 
allotment is determined, on the basis of the farm acreage allot- 
ment for the year immediately preceding the year for which 
such apportionment is made, adjusted as may be necessary (i) 
for any change in the acreage of cropland available for the pro- 
duction of cotton, or (ii) to meet the requirements of any pro- 
vision (other than those contained in paragraphs (2) and (6)) 
with respect to the counting of acreage for history purposes. 
(g) Notwithstanding the foregoing provisions of this section— 

(1) State, county, and farm acreage allotments and yields for 
cotton shall be established in conformity with Public Law 28, 
Eighty-first Congress. 

(2) In apportioning the county allotment among the farms 
within the county, the Secretary, through the local committees, 
shall take into consideration different conditions within separate 
administrative areas within a county if any exist, including 
types, kinds, and productivity of the soil so as to prevent dis- 
crimination among the administrative areas of the county. 

(3) For any farm on which the acreage planted to cotton in 
any year is less than the farm acreage allotment for such year 
by not more than the larger of 10 per centum of the allotment 
or one acre, an acreage equal to the farm acreage allotment shall 
be deemed to be the acreage planted to cotton on such farm, and 
the additional acreage added to the cotton acreage history for the 
Sora shel be added to the cotton acreage history for the county 

tate, 
mS (Repealed by Public Law 85-835 (72 Stat. 996), August 28, 
58 


(i) Notwithstanding any other provision of this Act, any acreage 
planted to cotton in excess of the farm acreage allotment shall not be 
taken into account in establishing State, county, and farm acreage 
allotments. ; 

(j) Notwithstanding any other provision of this Act, State and 
county committees shall make available for inspection by owners or 
operators of farms receiving cotton acreage allotments all records 
pertaining to cotton acreage allotments and marketing quotas. 

(k) Notwithstanding any other provision of this section except 
subsection (g)(1), there shall be allotted to each State for which an 
allotment is made under this section not less than the smaller of (A) 
four thousand acres or (B) the highest acreage planted to cotton in 
any one of the three calendar years immediately preceding the year 
for which the allotment is made, 


59001°—59 8. Rept., 86-1, vol. 1——58 
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(1) (This subsection relating to war crops under Public Law 12, 
Seventy-ninth Congress, does not apply to the 1955 and succeeding 
crops of cotton.) 

(m) Notwithstanding any other provision of law— 

(1) (Applicable only to 1954 crop of cotton.) 

(2) Any part of any farm cotton acreage allotment on which 
cotton will not be planted and which is voluntarily surrendered 
to the county committee shall be deducted from the allotment 
to such farm and may be reapportioned by the county committee 
to other farms in the same county receiving allotments in 
amounts determined by the county committee to be fair and 
reasonable on the basis of past acreage of cottcen, land, labor, 
equipment available for the production of cotton, crop rotation 
practices, and soil and other physical facilities affecting the 
production of cotton. If all of the allotted acreage voluntarily 
surrendered is not needed in the county, the county committee 
may surrender the excess acreage to the State committee to be 
used for the same purposes as the State acreage reserve under sub- 
section (e) of this section; but no such acreage shall be sur- 
rendered to the State committee so long as any farmer receivin 
a cotton acreage allotment in such county desires additiona 
cotton acreage. Any allotment transferred under this provision 
shall be regarded for the purposes of subsection (f) of this sec- 
tion as having been planted on the farm from which transferred 
rather than on the farm to which transferred, except that this 
shall not operate to make the farm from which the allotment was 
transferred eligible for an allotment as having cotton planted 
thereon during the three-year base period: Provided, That 
notwithstanding any other provisions of law, any part of any 
farm acreage diotitient may be permanently released in writing 
to the county committee by the owner and operator of the farm, 
and reapportioned as provided herein. Acreage surrendered, 
reapportioned under this paragraph, and planted shall be 
credited to the State and county in determining future acreage 
allotments. The provisions of this paragraph shall apply also 
to extra long staple cotton covered by section 347 of this Act. 

(3) (Applicable only to 1954 crop of cotton.) 

(n) Notwithstanding any other provision of this Act, if the Secre- 
tary determines that because of a natural disaster a substantial por- 
tion of the 1958 farm cotton acreage allotments in & county cannot be 
timely planted or replanted, he may authorize the transfer of all or 
a part of the cotton acreage allotment for any farm in the county so 
affected to another farm in the county or in an adjoining county on 
which one or more of the producers on the farm from which the 
transfer is to be made will be engaged in the production of cotton 
and will share in the proceeds thereof, in accordance with such 
regulations as the Secretary may prescribe. Acreage history credits 
for transferred acreage shall be governed by the provisions of sub- 
section (m)(2) of this section pertaining to the release and reappor- 
tionment of acreage allotments. No’ transfer hereunder shall be 
made to a farm covered by a 1958 acreage reserve contract for cotton. 

(0) (1) Notwithstanding any other provision of law, the owner or op- 
erator of a farm for which a farm acreage allotment for upland cotton of 
ten acres or less ts. established under the provisions of this section may 
rent, as provided in paragraphs (1) and (2) of this subsection, such allot- 
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ment, or any portion thereof, to any other owner or operator of a farm in 
the same county for use tn the same county on a farm for which the acreage 
allotment for upland cotton does not exceed fifty acres. As used in the 
foregoing sentence, the term ‘‘allotment’’ includes the. allotment for the 
farm as increased by allotments rented wile this subsection, but does not 
include any increase resulting from the election of choice (B) under section 
102 of the Agricultural Act of 1949. When the operator of any farm on 
which a rented allotment is to be used has elected saisies (A) or choice (B) 
with respect to any allotment for any year, that choice shall be applicable 
to all allotments used on all farms operated by him for such year, without 
regard to any election made by the operator of the farm from which any 
such allotment was rented. If the operator of the farm on which a rented 
allotment is to be used shall not have notified the county committee of his 
election within the time prescribed for such notification for farms within 
the county, he shall be deemed to have chosen choice (A). 

(2) Any such rental agreement shall be made on such terms and 
conditions, except as otherwise provided in this subsection, as the parties 
thereto agree: Provided, That no such agreement shall cover allotments 
made to any farm for a period in excess of one crop year, renewable each 


ear. 

(3) No rental agreement shall be effective until a copy of such agree- 
ment is filed with the county committee of the county in which the acreage 
allotment is made. 

(4) The rental of any acreage allotment, or portion thereof, shall in no 
way affect the acreage allotment of the farm from which such acreage 
allotment, or portion thereof, is rented or the farm to which such acreage 
allotment, or portion thereof, is rented; and the amount of acreage of the 


acreage allotment rented shall be considered for purposes of future State, 
county, and farm acreage allotments to have been planted on the farm 
from which such acreage allotment was rented in the crop year specified 
in the lease. 

(5) Any farm acrea fe allotment, or portion thereof, rented under this 
subsection shall be multiplied by the per centum which the normal yield 
of the farm from which t e acreage allotment, or perhen thereof, is rented 


is of the normal yield of the farm to which t 
portion thereof, is rented. 

(6) The acreage of crops requiring annual tillage on the farm from 
which any allotment is rented shall be reduced during the period covered 
by the rental agreement below the acreage normally devtied to such crops 
on such farm by an acreage equal to the acreage allotment transferred. 
The acreage emi devoted to such crops and the amount of the reduction 
therein required this paragraph shall be determined the county 
committee after taking crop route practices and other relevant factors 
into consideration, and the reduction shall be agreed to in writing by the 
owner and operator of the farm from which the allotment is rented before 
the rental agreement may be filed with the county committee. Any 
producer who knowingly and willfull ng bc - acreage of crops 
requiring annual tillage in excess of het debit by this paragraph 
shall be subject to a cr il penalty equal to 150 4 erwin of the rental 
provided for by the re agreement filed the county committee. 
Such penalty shall be recoverable in a civil suit ico in the name of 
the United States. 


acreage allotment, or 
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— This subsection shall apply to the crop years of 1969, 1960, and 


(8) Secre shall iseue such regulations as are necessary to 
caer pibtidheoranelousaniaa aati 


O 
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No. 116 


PROVIDING FOR THE APPOINTMENT OF TWO ADDI- 


TIONAL JUDGES FOR THE JUVENILE COURT OF THE 
DISTRICT OF COLUMBIA 


Marca 18, 1959.—Ordered to be printed 


Mr. Hartke, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany §S. 1456) 


The Committee on the District of Columbia report faverably S. 
1456, to provide for the appointment of two additional judges for the 
juvenile court of the District of Columbia, a clean bill introduced and 
reported by direction of the Committee on the District of Columbia 
iccue unanimous approval thereof. 


HISTORY OF LEGISLATION 


There was referred to the committee two bills, S. 465, introduced by 
Senator Clark and cosponsored by Senators Bible, Morse, Beall, and 
Javits; and S. 522, introduced by Senator Frear, both bills amending 
the Juvenile Court Act of the District of Columbia, approved June 1, 
1938, as amended (sec. 11-920, D.C. Code, 1951 ed.), so as to provide 
for the appointment of an additional judge for the juvenile court of 
the District of Columbia. 

Hearings were held on the two bills on February 4 and 11, 1959, by 
the Subcommittee on the Judiciary, consisting of Senator Vance 
Hartke of Indiana, chairman; Senator J. Allen Frear, Jr., of Delaware, 
and Senator Francis Case of South Dakota. Detailed testimony was 
taken as to the differences in S. 465 and S. 522, and after due consider- 
ation by the subcommittee it was decided to recommend that a clean 
bill be reported to the full committee for its consideration. 

The following witnesses testified in favor of providing for the ap- 
pointment of two judges: 


Hon. Joseph S. Clark, U.S. Senator. 


Hon. Leo A. Rover, chief judge, municipal court of appeals for the 
District of Columbia. 


84006 
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Hon. Orman W. Ketcham, judge, juvenile court of the District of 
Columbia. to £0) WEIS 

Hon. E. Barrett Prettyman, chief judge, District of Columbia circuit. 

Hon. Robert E. McLaughlin, President, Board of Commissioners of 
the District of Columbia. 

Mr. A. Murray Preston, chairman, committee to study the needs of 
the juvenile court, Committee of the Judicial Conference, District 
of Columbia circuit. 

Mr.. Chester .Gray, Corporation -Counsel,- District of -Columbia 
Government. 

Inspector John E: Winters, Commanding Officer, Youth Aid Division, 
Metropolitan Police Department. - 

Rabbi Balfour Brickner, chairman, advisory committee to the juvenile 
court of the District of Columbia. 


Mr. Oliver Gasch, chairman, Law Enforcement Council of the District 
of Columbia. 1O— OEOT 8! : 

Mr. Richard K. Lyon, chairman,-Commissioners Youth Council. 

Mr. G. Howland Shaw, member, Commissioners Youth Council. 

Mrs. Henry Gratton Doyle, past chairman, Advisory Committee on 
the Juvenile Court; member, Committee of the Judicial Conference. 

Mr. Curtis Shears, chairman, committee on juvenile court and juvenile 
problems, District of Columbia Bar Association. 

Mr. Clark Schilder, executive director, Washington Criminal Justice 
Association. 

Mrs. Lyle Belsley, second vice president, District of Columbia League 
of Women Voters. 

Mr. Frank D. Reeves, member, committee on legislation, Washington 
Bar Association. 

Mr. William Stempil, attorney at law. 

Mr. Nicholas J. Chase, first vice president, District of Columbia Bar 
Association; chairman, subcommittee of the Juvenile Court Law 
Enforcement Council. 


In addition, the chief judge of the U.S. Court of Appeals for the 
District of Columbia Circuit for the Judicial Conference of the District 
of Columbia Circuit appointed a committee to study the needs of the 
juvenile court of the District of Columbia. Speaking in behalf of the 
committee, the chairman testified that it was their unanimous opinion 
that two additional judges should be provided by the Congress for the 
juvenile court of the District of Columbia. 

In an attempt to reconcile the differences between S. 465 and S. 522, 
the full committee deliberated at length as to the period of time that 
the appointee be a member of the Bar Association of the District of 
Columbia; the personal qualifications; the residence requirements, 
and the question of designation of a substitute judge. The ultimate 
result was the reporting of a clean bill containing provisions agreed 
upon by the full committee. 


PURPOSE OF LEGISLATION 


The purpose of this bill is to amend the Juvenile Court Act of the 
District of Columbia, approved June 1, 1938, as amended (D.C. Code, 
sec. 11-920), so as to provide for the appointment of two additional 
judges for the juvenile court of the District of Columbia. 

At the present time the juvenile court has one judge. This bill 
provides that the court shall consist of three judges, appointed by the 
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President by and with the advice and’ consent of the Senate. Each 
judge appointed after the date of the enactment of the proposal shall 
serve for a term of 10 years, or until his successor is appointed and 
qualified. The qualifications for appointment, as set forth in the 
bill, are as follows: 

(1) A member of the bar of the District of Columbia for a period 
of 5 years preceding his appointment. . 

(2) During a period of 10 years immediately preceding appoint- 
ment have been a resident of the District of Columbia or of the métro- 
politan area of the District for at least 5 years of which not less than 
3 years shall immediately precede appointment. Metropolitan area 
as defined in the bill means Montgomery and Prince Georges Counties 
in Maryland, and Arlington and Fairfax Counties and the cities of 
Alexandria and Falls Church in Virginia. 

(3) Have a broad knowledge of social problems and procedures and 
an understanding of child psychology. 

The bill provides that the present judge of the court’shall continue in 
office and shall be deemed to be occupying one of the three positions 
of judge provided by this legislation: Further provision is made that 
the Presiderit shall designate one of the judges to be the chief judge of 
the juvenile court whose salary shall be equal to the salary of the chief 
judge of the municipal court, which is $18,000 per annum, and the 
salary of the associate judges of the juvenile-court shall be equal to the 
salary of an associate judge of the municipal court, which is $17,500 
per annum. 

The bill provides that in cases of sickness, absence, disability, or 
death of any judge of the juvenile court, the chief judge, or acting 
chief judge of the U.S. District Court for the District of Columbia, 
shall Scaenate one of the judges of the municipal court of said District 
to discharge the duties of said judge of the juvenile court until such 
disability be removed or vacancy filled. Likewise, during the tempo- 
rary absence or disability of the chief judge of the juvenile court, an 
associate judge of such court shall be designated to serve as chief 
judge of the juvenile court by the chief judge or acting chief judge of 
the U.S. District Court for the District of Columbia. 

The juvenile court jurisdiction includes all children under the age of 
18 years who are charged with violations of law, who are beyond paren- 
tal control, who are truant from home or school, who are engaged in 
conduct endangering their own health, morals or safety, or the health, 
morals or safety of others, or who are without adequate parental care. 
The court also has original and exclusive jurisdiction in cases involvin 
the paternity of children born out of wedlock, adults charged wit 
violation of the child labor and compulsory education laws, and with 
contributing to the delinquency of minors. The court also has con- 
current jurisdiction with the U.S. District Court for the District of 
Columbia in criminal cases involving nonsupport of wife or children. 

Further, it should be noted that a great many of the cases are of the 
felony type; i.e., cases involving offenses which, if committed by an 
adult, would be within the exclusive jurisdiction of the U.S. District 
Court for the District of Columbia. Cases of this kind before the 
juvenile court are now running about 2,000.a year. 

The workload of the juvenile court is shown on the table below: 
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Cast¥LoaD 
Complaints received 


1. Juvenile 


Se5ie 
io —— 


8 §& 


F peepee 


Pp SePeos 
» BRHoSB 


1 Includes only July 1, 1958, through Nov. 10, 1958, for nonsupport. On that date nensupport Ore were 
no longer accepted by this court’s intake staff. Subsequent nonsupport action’s have been by the 
Assistant Corporation Counsel. 


Court hearings 


6, 818 
7, 969 
6, 530 
7, 453 
8, 173 
7, 317 
3, 653 


PIP OCA AH 
~ 
$3e2838 


rere rerspors 
% 3E8228 
& 


1959 (July 1958-January 1959 
inclusive) 


r* popegegegege 
= $8238 


The estimated annual cost of this legislation would be approxi- 
mately $91,367, made up as follows: 


Recurring expenses 


1 GS-7 secretary to judge 

1 GS-6 administrative aid (secretary) 

1 GS-5 summons ¢lerk...........-........ Keotbut ecbocneets mietoutspesnns . 
2 GS-4 bailiffs, at $3,7! 

1 GB-4 docket clerk... 2. ci cndcscnscsscdenadcubsboventocsds bssede bdnnddsd 


Total, porsonal services... 22.2.5. e eee dec ween sd eeetewsecnsine wee 
Other contractual services 
Grants, subsidies, and contributions. 


Total, recurring expenses 
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The committee has been assured by the court that the present court 
building contains sufficient space to accommodate two additional 
judges. 

CHANGES IN EXISTING LAW 


__ In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


District or CotumBia Cope 11-920 (52 Srar. 601, cx. 309; 69 Srar. 
290, cu. 302) 


[The judge of the court shall be appointed by the President of the 
United States, by and with the consent of the Senate, for a term of 
6 years, or until his successor is appointed and confirmed. To be 
eligible for appointment as judge a person must be a member of the 
bar, preferably of the District of Columbia, and have a knowledge 
of social problems and procedure and an understanding of child 
psychology. The judge shall, before entering upon the duties of his 
office, take the oath prescribed for ip adage of courts of the United 
States.. The salary of the judge shall be $17,500 per annum. 

Sec. 19. (a) The juvenile court of the District of Columbia shall consist 
of three judges learned in the law and appointed by the President, by 
and with the advice and consent of the Senate. Each judge appointed 
after the date of the enactment of this subsection shall serve for a term of 
ten years or until his suecessor is appointed and qualified. 


(6) To be eligible for appointment as judoe of the juvenile court a 


person must (1) have been a member of the bar of the District of Columbia 
jor a period of five years preceding his appointment, (2) during a period 
of ten years immediately preceding his appointment, have been a resident 
of the District of Columlhna or of the metropolitan area of the District for 
at least five years of which not less than three years shall immediately 
ecede his appointment, and: (8) have a broad knowledge of social prob- 
ems and procedures and an understanding of child peychology. For 
the purpose of this subsection the term ‘metropolitan area of the District” 
means Montgomery and Prince Georges Counties in Maryland and 
Arlington and Fairfax Counties and the cities of Alexandria and Falls 
Church in Virginia. Each judge shall, before entering upon the duties 
F his office, take the oath prescribed for judges of the courts of the United 
tates. 

(ec) The President shall designate one of the judges to be the chief judge 
of the juvenile court. The chief judge shall be responsible for the adminis- 
tration of the court. During the temporary absence or disability of the 
chief judge the associate judge of the ay court designated by the chief 
judge or acting chief judge of the United States District Court for the 
District of Columbia shall be responsible for the administration of the 
court. The salary of the chief judge shall be equal to the salary of the 
chief judge of the municipal court for the District of Columbia and the 
salary of each associate judge shall be equal to the salary of an associate 
judge of the municipal court for the Distriet of Columbia. 
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SECTION 20 


§ 11-921 [18:270]. Filling vacancy in judgeship. 

In cases of sickness, absence, disability, or [death of the] death of 
any judge of the juvenile court, the chief justice or acting chief justice 
of the District Court of the United States for the District of Columbia 
shall designate one of the judges of the municipal court of said Dis- 
trict to discharge the duties of said judge of the juvenile court until 
such disability be removed or vacancy filled. 









SECTION 8 


















District or Cotumpia Cope 11-904 (52 Srat., 596 cH. 309) 
Said court shall be a court of record. The court shall have a seal, 


and the [judge] judges or rot [judge] judges thereof shall have 
power to administer oaths and affirmations. 





SECTION 27 


§ 11-928 [18:277]. Court quarters. 

Suitable quarters shall be provided by the commissioners for the 
District of Columbia, for the hearing of cases and for the use of the 
[judge] judges and the probation department and employees of the 
court. 






SECTION 22 
§ 11-923 

Under the administrative direction of the chief judge, the director 
of social work shall have change ofall the-social work of the court; and 
shall, in association with other social agencies of the District of Colum- 
bia, study sources and causes of delinquency and assist in developing 
and correlating communitywide plans for the prevention and treat- 
ment of delinquency. 
SECTION 24 


District or Cotumsta Cope 11-925 (52 Srar. 602, cu. 309) 





The clerk shall give bond, with surety, and take the oath of office 
yeeee by law for clerks of District Courts of the United States. 

e shall have power to administer oaths and affirmations; shall keep 
accurate and complete accounts of money collected from persons under 
the supervision of the probation department, give receipts therefor 
and make reports thereon as the chief judge may direct; and shall 
se such duties and keep such records as may be prescribed 
y the chief judge of said court. 










SECTION 5 


§ 11-906 [18:255]. Application of chapter and definitions. 
(a) This Act shall apply to any person under the age of 18 years— 
(1) Who has violated. any law; or who has violated any ordinance 

or regulation of the District of Columbia; or 
(2) Who is habitually beyond the control of his parent, custodian, 

or guardian; or 

(3) Who is habitually truant from school or home; or 
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(4) Who habitually so deports himself as to injure or endanger him- 
self or the morals or safety of himself or others; or 

(5) Who is abandoned by his parent, guardian, or custodian; or 

(6) Who is homeless or without adequate parental support or care, 
or whose parent, guardian, or custodian neglects or refuses to provide 
support and care necessary for his health or welfare; or 

(7) Whose parent, guardian, or custodian neglects or refuses to 
provide or avail himself of the special care made necessary by his 
mental condition; or 

(8) Who associates with vagrants, vicious, or immoral persons; or 

(9) Who engages in an occupation or is in a situation dangerous to 
life or limb or injurious to the health or morals of himself or others; or 

(b) When used in this Act— 

(1) The words “the court”? means the juvenile court of the District 
of Columbia; 

(2) The word “judge” means [the judge] a judge of the juvenile 
court. 

(3) The word ‘child’? means. a person under the of 18 years; 

(4) The word “adult” means’a person 18 years ti or older. 


SECTION 138 


§ wale [18: 263]. Waiver of jurisdiction in case of felony—Transfer 
of case. 


If a child sixteen years of age or older is charged with an offense 
which would amount to a felony in the case of an adult, or any child 
charged with an offense which if committed by an adult is punishable 
by death or life imprisonment, [the judge] a judge may, after full 
investigation, waive jurisdiction and order such child held for trial 
under the regular procedure of the court which would have jurisdiction 
of such offense if committed by an adult; or such other court may 
exercise the powers conferred upon the juvenile court in this Act in 
conducting and disposing of such cases. 


SECTION 26 


§ 11-927 [18: 276]. Place of detention of child. 


No child under 18 vears of age shall be placed in or committed to 
any prison, jail, or lock-up, nor shall such child be taken into custody, 
detained, or transferred from place to place, where he may be brought 
in contact or communication with any adult convicted of crime or 
under arrest and charged with crime: Provided, That a child 16 years 
of age or older, whose habits or conduct are deemed such as to consti- 
tute a menace to other children, may, with the consent of [the judge] 
a judge or director of social work, be placed in a jail or other place o 
detention for adults, but in a room or ward separate from adults. 

The Board of Public Welfare of the District of Columbia shall make 
adequate provision for the temporary detention of children within its 
jurisdiction in a detention home or in. boarding homes selected for 
purposes of such detention. 
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SECTION 86 


§ 11-937 [18: 286]. Impaneling the jury. 

At least ten days before the term of service of said jurors shall begin, 
as herein provided for, such jurors shall be drawn. as hereinbefore 
directed, and at least twenty-six names so drawn shall be certified by 
the clerk of the District Court of the United States for the District of 
Columbia to the said juvenile court for service as jurors for the then 
ensuing term. Deficiencies in any panel of any such jury may be 
filled according to the law applicable to jurors in said Supreme Court, 
and for this purpose [the judge] a@ judge of said juvenile court shall 
possess all the powers of a judge of said Supreme Court and of said 
court sitting as a special term. No person’shall be eligible for service 
on a jury in said juvenile court for more than one jury term in any 
period of twelve consecutive months, but no verdict shall be set aside 
on such ground unless objection shall be made before the trial begins. 
The marshal of said District, by himself or deputy, shall have charge 
of said jury, and may appoint a deputy for that purpose. 


SECTION 23 


§ 11-924 [18: 273]. Duties and powers of the department of probation. 
The supervisor of probation, under the direction of the director of 
social work, shall organize, direct, and develop the work of the pro- 
bation department of the court. 
The probation department of the court shall make such investiga- 
tions as the court may direct, keep a written record.of such investi- 
gations and submit the same to [the judge] a judge or deal with them 


as he may direct. The probation department shall use all suitable 
methods to aid persons on probation and bring about improvement 
in their conduct and condition; keep informed concerning the conduct 
and condition of each person under its supervision and report thereon 
to [the judge as he may direct and keep full records of its work] the 
court as it may direct and such department shall keep full records of its 
work. The probation officers shall have such duties as may be as- 
signed to them in the course of performing the functions of the pro- 
bation department. Probation officers for the purpose of this Act 
shall have the power of police officers. 


SECTION 28 


§ 11-929 [18: 278]. Records—Inspeetion limited--Penalties. 

(a) The court shall maintain records of all cases brought before the 
eourt. Such records shall be withheld from indiscriminate publie in- 
spection but shall be open to inspection only by respondents, their 

arents or guardians and their duly authorized attorneys, and by any 
institution er ageney to which a child may have been committed pur- 
suant to section 14 of this Act. Such records a pursuant to rule 
of court or special order of the eourt, be inspected by other interested 
persons, institutions and agencies. As used in this subsection, the 
word “records” includes notices filed with the court by arresting 
officers pursuant to section 11 of this Act, the court docket and 
entries therein, the petitions, complaints, informations, motions and 
other papers filed in any case, transcripts of testimony taken in any 
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case tried by the court and findings, verdicts, judgments; orders and 
decrees, and other writings filed in proceedings before the court, other 
than social records. ed 

(b) The records made by officers of the court pursuant to sections 
7 and 23 of this Act, referred to in this section as social records, shall 
be withheld from indiscriminate public inspection, except that such 
records or parts thereof shall be made available by rule of court or 
special order of court to such persons, governmental and private 
agencies, and institutions as have a legitimate interest in the protec- 
tion, welfare, treatment, and rehabilitation of the child, and to any 
court before which any such child may appear.. [The judge may 
also provide by rule or] The court may also provide by special order 
that any such person or agency may make or receive copies of such 
records or parts thereof. No person, agency, or institution which has 
received records or information under this section may publish or use 
them for any purpose other than that for which they were received. 

(c) It shall be unlawful, except for purposes for which records, 
parts thereof, or information therefrom have been released pursuant to 
section 23 of this Act or except for purposes thereafter permitted by 
special order of court, and in accordance with any applicable rules of 
court, for any person or persons to disclose, receive, or make use of, or 
authorize, knowingly permit, participate in, or acquiesce in the use of 
any information concerning any juvenile before the court, directly or 
indirectly derived from the records, papers, files, or communications of 
the court, or acquired in the course of the performance of official duties. 

(d) Any person or persons who shall violate subsection (c) of this 
section shall be guilty of a misdemeanor, and upon conviction thereof, 
be punished by a fine of not more than $100 or by imprisonment for 
not more than ninety days, or by both. Prosecutions for violations of 
subsection (c) of this section shall be brought in the name of the 
District of Columbia in the Municipal Court for the District of Co- 
lumbia by the Corporation Counsel or any of his assistants. 


SECTION 42 
District or CotumsBia Cope 11-942 (52 Srar. 605, cn. 309) 


The [judge and other] officers holding office on June 1, 1938, shall 
continue in office until the terms for which they were appointed shall 
expire and until their successors are duly appointed and qualified. 


SECTION 21 


§ 11-922 [18: 271] Appointment of director of social work, supervisor 
of probation, probation officers and other employees. 


The Ejudge} court shall appoint from eligible lists of the Civil 


Service Commission a director of social work, a supervisor of proba- 
tion, probation officers, a clerk, a deputy clerk, and such other em- 
ployees as may be necessary, at such salaries as may be fixed in accord- 
ance with the Classification Act of 1923, as amended (U.S.C., title 5, 
§ 673), and with such qualifications as may be prescribed by the Civil 
— i ten eo - said act ref acts. the be 

Ec. 46. chief judge or the acting chief judge o quvenile court 
shall sales to the" daoriog Geant te Ueled' Gale end & te 
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Chairman of the Board of Commissioners of the District of Columbia a 
detailed quarterly report of the work of the court, such report to be made 
within thirty days of the end of the quarter, and to include the number of 
juvenile and adult cases heard, the number of juvenile and adult cases 
calendared, the number of juvenile and adult complaints filed, the number 
of juvenile cases closed unthout court hearing, moneys collected for fines and 
support of legitimate and illegitimate family. members, and such other 
information as may reflect the court’s operation and volume of work. 
A copy of such report shall be kept in the office of the clerk of the court and 
be subject to public inspection during the regular hours that the court shall 
be open for business. 
O 





Calendar No. 107 


SENATE j REpPortT 
No. 117 


SPECIAL STUDY BY THE JOINT ECONOMIC COMMITTEE 


Marcs 18, 1959.—Ordered to be printed 


Mr. Haypsn, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Con. Res. 13] 


The Committee on Rules and Administration, to whom was referred 
the concurrent resolution (S. Con. 13) authorizing a special study by 
the Joint Economic Committee, having considered the same, report 
favorably thereon without amendment, and recommend that the 
concurrent resolution be agreed to by the Senate. 

This concurrent resolution would authorize the Joint Economic 
Committee to expend not to exceed $200,000 through January 31, 
1960, to conduct a full and complete study of, and investigation into, 
the problems of providing maximum employment and an adequate 
rate of economic growth, as well as maintaining price stability and 
preventing inflation. It is contemplated by the joint committee to 
make investigations of the following specific subjects: 

(1) Historical and comparative rates of unemployment, pro- 
duction, and prices; 

(2) Inflation and deflation caused by increases and decreases 
in the effective supply of money and credit and the effects of 
these and of interest rates on growth, employment, and economic 
stability ; 

(3) The effect of monopolistic and quasi-monopolistic practices 
upon prices, profits, production, and employment; 

(4) The effect of increases in wages, salaries, and the prices of 
personal services, together with union and professional practices, 
upon prices, profits, production, and employment; 

(5) The effect of governmental expenditures, taxation, and 
budgetary surpluses and deficits and of monetary and debt 
management policies upon price levels, production, and employ- 
ment; 

(6). International influences affecting prices, production, trade, 
and employment; and 
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(7) Constructive sugpestions for reconciling and simultaneously 
obtaining the three objectives of maximum employment, an 
alequete rate of growth, and substantial stability of the price 
evel. 

Additional information relative to the contemplated inquiry is con- 
tained in a letter to Senator Thomas C. Hennings, Jr., chairman of 
the Committee on Rules and Administration, from Senator Paul H. 
Douglas, chairman of the Joint Economic Committee, which letter 
(with accompanying budget) is as follows: 


ConGREss OF THE UNITED STATEs, 
Joint Economic ComMITTEE, 


March 16, 1959. 
Hon. Tuomas C. Hennine@s, Jr., 


Chairman, Committee on Rules and Administration, 
U.S. Senate, Washington, D.C. 


Dear Senator Henninos: Under the procedure set forth in your 
letter of December 15, 1958, to then Chairman Patman of the Joint 
Economic Committee, I am setting forth below, and in the attached 
budget, the requested information on Senate Concurrent Resolution 
13, providing for additional funds to the Joint Economic Committee 
for a special study as stated in the resolution. 

The need for such a study, which was first suggested by the majority 
leader, Senator Johnson, in a speech last December, arises from the 
desire of the people of the United States to have the American economy 
realize three sets of objectives: 

(1) To provide substantially full employment; 

(2) To achieve an adequate rate of economic growth; and 

(3) To maintain substantial stability in the price level and thus 
prevent inflation. 

There are those who believe that these aims are incompatible. One 
group believes that the third objective can only be achieved at the 
expense of the first two and would sacrifice an adequate degree of 
gaye and a high rate of employment in order to achieve price sta- 

lity. Another group, emphasizing adequate growth and full em- 
ployment, is willing to have us suffer from some inflation in order to 
achieve its primary objective. There are also those who believe that 
it is of great importance to increase the revenue of the U.S. Govern- 
ment by assuring substantially full employment and economic growth. 

Nothing is more needed than a careful and impartial study of 
whether it is possible to reconcile these objectives and, if so, how. 
The Joint Economic Committee in line with its duty under the Em- 
ployment Act of 1946 proposes to make such a study, covering among 
others the subjects outlined in the resolution. 

The study will be under the direction of the committee as a whole. 
As is noted in the budget, it is planned to add a small full-time staff 
to direct the study and assist with the preparation of the final reports. 
Provision is also made for taking advantage of important work alread 
in progress which can be kaped for our neéds, or for original researc 
penjects by outstanding experts, through the use of w.a.e. employees 
and perhaps a small amount of contract work. 

Members of the regular administrative staff of the committee will 
be used to service the study and it is expected that at least 2 man-years 
of professional-staff time can be made available from the permanent 
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staff of the committee. It is my firm intention to use every means 
possible to conserve the use of the requested funds and at the same 
time get the task done. While I do not feel that it would be prudent 
to attempt this study with any smaller budget than that requested, 
as any opportunities for savings can be found we will surely take 
advantage of them. 

I trust that you and your committee will see fit to act favorably 
upon this request. Senator Bush, the ranking minority member of 
the Senate minority on the Joint Economic Committee, has said he 
will be glad to appear with me to explain and support the resolution 
which has the unanimous approval of the full committee. 

Sincerely yours, 
Paut H. Dovetas, Chairman. 


BupGEtT 
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Marca 19, 1959.—Ordered to be printed 


Mr. Fuusricut, from the Committee on Foreign Relations, submitted 
the following 


FIRST INTERIM REPORT 
[Pursuant to 8. Res. 31, 86th Cong., Ist sess.] 
INTRODUCTION 


Senate Resolution 336 (85th Cong., 2d sess.) authorized the Com- 
mittee on Foreign Relations to ‘make a full and complete study of 
United States foreign policy.” Without limiting the scope of the 
study authorized, the committee was instructed to direct its attention 
to the following subjects: 

1. The concepts which govern the relations of the United 
States with the mee nations and geographic areas of the 
world, and the policies by which these concepts are pursued; 

2. The present state of the relations of the United States with 
the principal nations and grographic areas of the world; 

3. The administration and coordination of policies and pro- 
grams by the Department of State and such other departments 
and agencies of the executive branch which engage in substantial 
activities abroad; and 

4. The relationship of other policies and activities of the Gov- 
ernment and private activity which exert a significant influence 
on the relations of the United States with the rest of the world. 

The committee was authorized to continue this study by the terms 
of Senate Resolution 31 (86th Cong., 1st sess.). 

This is the first interim report submitted by the committee. It 
presents no conclusions or recommendations. Its purpose is to make 
available to the Senate information with respect to the nature and 
extent of the committee’s activities up to the present time. 


BacKGROUND 


In January of 1958 the Committee on Foreign Relations decided to 
undertake a review of conditions and trends in the world and of the 
policies and programs of the United States with respect thereto. That 
review grew, in part at least, out of the concern of the committee over 
the impact which Soviet scientific achievements might have upon our 
relations with the rest of the world. J 
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From time to time throughout the spring of 1958, the committee 
held public hearings on U.S. policies respecting the Far East, the Near 
East, south Asia, Africa, Seni Latin America, and Canada. 
Those hearings were limited in nature and served primarily to focus 
attention on the principal policies and problems of the United States 
in its relations with the rest of the world. For the most part, the 
ee were limited to receiving testimony from the principal officers 
of the Department of State concerned with various geographic parts 
of the world. The committee also sought.the testimony of selected 
nongovernmental witnesses with special knowledge of the areas under 
examination. 

The hearings during the spring of 1958, the focus given to our 
relations with Latin America as a result of Vice President Nixon’s 
visit there, and, lastly, the then critical situation in the Middle East, 
all contributed to the committee’s belief that the time had come for an 
exploration in depth of U.S. foreign policies throughout the world. 

As a consequence of these factors, the Committee on Foreign Rela- 
tions, in an executive session on May 20, 1958, authorized its Subcom- 
mittee on American Republics Affairs to undertake a study of U.S.- 
Latin American relations. At the same time the committee established 
a special subcommittee, consisting of Senators Green, Fulbright, Wiley, 
and Hickenlooper, and directed it to explore the feasibility and desira- 
bility of a broad study of U.S. foreign policy throughout the world. 

Subsequently, this subcommittee. reported to the full Committee 
on Foreign Relations that it was feasible and desirable that the com- 
mittee undertake such a study of foreign policy. It was felt a study 
of this nature might serve to develop fresh ideas and approaches to the 
foreign policy of the Nation and lead to a better national understand- 
ing of international problems and to more efficient and effective ad- 
ministration of our international operations. 

On July 15, 1958, the Committee on Foreign Relations voted to re- 
port to the Senate a resolution authorizing the study which is now 
underway. The Senate adopted this resolution (S. Res. 336, 85th 
Cong.) on July 31, 1958, and shortly thereafter Senator Green, then 
chairman of the full committee, appointed an executive committee, 
consisting of Senator Fulbright, chairman, and Senators Sparkman, 
Hickenlooper, and Aiken, which was given responsibility for directing 
and coordinating the study. 

On September 16 and 17, 1958, the executive committee discussed 
with a group of distinguished private citizens the general problems 
Pivolved and the most advantageous approaches to them. Taking 
part in these discussions, besides the members of the executive com- 
mittee, were Robert Bowie of Harvard University, former Ambassador 
William G. Bullitt, Robert Calkins of the Brookings Institution, John 
Cowles of the Minneapolis Star and Tribune, William Diebold of the 
Council on Foreign Relations, Henry Luce of Time-Life, Inc., Walter 
Millis of the Fund for the Republic, and Dean Rusk of the Rockefeller 
Foundation. 

Following these meetings, the executive committee developed its 
plans and announced, on October 15, that it was prepared to invite 
private research organizations and institutions to submit proposals 
on a series of 14 studies which the committee expected to have under- 
taken in connection with its examination of foreign policy. As a re- 
sult of this announcement, the committee received over 50 proposals 
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from organizations and institutions interested in undertaking one or 
more of these studies. 

On January 5, 1959, the executive committee met again to consider 
the proposals which had been received and to decide which organiza- 
tions and institutions should be asked to undertake studies for the 
committee. Negotiations have been underway for the past 2 months, 
and all of the contracts have now been signed. The committee ex- 

ects to receive the reports and recommendations of the contractors 
by late summer or early next fall. 

The committee takes this occasion to emphasize that the reports 
and recommendations which the committee expects to receive will 
supply the committee with background material for consideration in 
preparing a final report to the Senate. The committee is, of course 
ree to accept or to reject recommendations of the organizations and 
institutions. It is the function of the committee to evaluate reports 
which are submitted. Prior to the preparation of a final report, the 
committee will hold public hearings to receive testimony from all 
interested parties. 

In addition, the committee emphasizes that it is approaching its 
assignment in a nonpartisan manner, endeavoring to avoid transitory 
issues and to concentrate on the fundamental forces at work within 
and without the United States which must be understood if our 
foreign policy is to serve the Nation. 

Set forth below are the titles of the studies being undertaken, the 
names of the organizations responsible for these studies, and the gen- 
eral outline of each of the studies. These outlines were developed in 
consultations between representatives of the committee and repre- 
sentatives of the respective contractors. 

There is also reproduced at the end of the material describing each 
of the studies, a letter sent to some 50 retired Foreign Service officers, 
requesting their assistance in evaluating the foreign policy of the 
United States. It is anticipated that in due course the summarized 


views of the retired officers replying to this letter will be made avail- 
able to the Senate. 


STUDIES AND OUTLINES 


Stupy I-A. Tue Nature or Foreign Pouicy AND THE ROLE OF THE 
Unirep States IN THE WorRLD 


Council on Foreign Relations, me 58 East 68th Street, New York, 


Submission date: November 1, 1959 


Purpose.—This study will be concerned with a broad analysis of 
the basic aims of U.S. foreign policy as they have developed his- 
torically, with an estimate of the extent to which those aims are su 
ported by the American people, and with a projection of the role 
which the United States should play in the future if such basic aims 
are to be achieved. 


OUTLINE OF STUDY I 


Set forth below are pertinent excerpts from an exchange of corre- 
spondence between representatives of the Committee on Foreign 
elations and representatives of the Council on Foreign Relations. 
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Councit on Foreren Retattons, Inc., 
New York, N.Y., February 5, 1959. 
Mr. Cart Marcy, 


Chief of Staff, Senate ee Relations Committee, 
U.S. Senate, Washington, D.C. 

Dear Cari: * * * @ council group might be most helpful to the 
committee by undertaking to prepare a general statement on the 
basic objectives and basic policies of the United States as a partici- 
pant in world affairs, along the lines of “Study I” (pp. 2-3 of your 
memorandum of October 15, 1958). A statement of this kind might 
not only set forth the underlying aspirations of American policy, but 
should also point out some of the ways in which some objectives 
come into conflict with other important purposes, with the prejudices 
and purposes of other governments and peoples, and with the hmita- 
tions on the various types of power which the United States has avail- 
able or is willing to exert. In some pet of the statement the grou 
may wish to make clear the limits which impinge on U.S. power an 
policy and the importance of not raising the expectations of people 
at home and abroad too far, beyond a reasonable level of probable 
performance. At a later time, we will endeavor to draw up a series 
of points to put before the study group at its first meeting, in order 
to elicit more fully the views of its experienced and knowledgeable 
membership on the purpose and contents of this general type of 
statement. 

In terms of procedure, what we have in mind is to call together a 
relatively canal but diversified group of the council’s members, in- 
~— members from several major regions of the country. Per- 
haps the group will meet twice during the spring of 1959 in order to 


outline in some detail the main ideas which it feels can most usefully 

be set forth in a memorandum of about 30 pages. After one or several 

drafts have been perperes during the summer, the group will, I 
oO 


assume, plan to hold at least two meetings rather close together in 
September and October, in order to present this statement on or 
about November 1, 1959. 

I should point out that the council, as an educational and research 
See never takes positions on public problems, and, indeed, 
it has no mechanism or procedure by which it could take a position on 
behalf of its wide-ranging membership. The product of the study 
group can be presented, however, as a statement of those participatin 
in it and signing it. Perhaps the members will wish to attach a bri 
note to the effect that while they generally approve this statement 
as an attempt to state the American interest in world affairs, no one 
member is necessarily in agreement with each and every point set 
forth. Other devices for presenting the statement of the study group 
are ano pieeor but, in any case, this is a matter which the group 
itself will wish to discuss and decide. We are confident that man 
members of the council, with long experience in governmental responsi- 
bilities, business and banking, labor activities abroad, and research 
and scholarship, will be eager to render this service to our Government. 

Dr. Henry Mi. Wriston, president of the council and chairman of 
the committee on studies, has asked me to inform the committee that 
the council will be able to provide for the expenses of this study group 
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from its regular budget and will therefore not need to present a draft 
contract to the committee. All of the council’s activity is directed 
toward the goal of trying to study and clarify the difficult issues of 
foreign policy for the sake of a better informed public opinion, and the 
council’s directors and officers regard this invitation of the Senate 
Foreign Relations Committee as a very important and challenging 
part of its he ern for the coming year. 
With all best wishes, 
Very sincerely, 
Paitie E. Moszty, 
Director of Studies. 


US. Sznate, 
CommitTTes ON Foreign RELATIONS, 
February 


138, 1959. 
Dr. Pauure E. Moszty, 


Council on Foreign Relations, Inc., 
New York, N.Y. 

Dear Dr. Mossty: I am delighted to learn that the Council on 
Foreign Reiations will undertake to pre @ general statement on 
the basic objectives and basic policies of the United States along the 
general lines set forth in the committee memorandum of October 15, 
1958, the relevant portions of which are attached for your ready 
reference. Assistance of a diversified group such as the council has a 
reputation for pulling together will be of tremendous assistance to 
members of the Committee on Foreign Relations. 

The general considerations which you set forth in your letter of 
February 5, 1959, to Mr. Marcy are completely satisfactory to us. 
I do hope that your group can give some consideration to what might 
be described as the influence of domestic factors (such as our educa- 
tional system, our movies, and in general the image we present abroad) 
upon our foreign policy posture. 

I look forward to the time when the final statement will be pre- 
sented. Please feel free to call upon the committee or its staff at any 
time when we can be of assistance to you. 

Sincerely yours, 
J. W. Fu.sricat, Chairman. 


Stupy I-B. Tue Opmrationat Aspzcts or U.S. Formicn Pouicy 
Maxwell Graduate School of Citizenship and Public Affairs, 
Syracuse University, Syracuse, N.Y. 

Submission date: October 16, 1959 

Purpose.—This study will be a broad analysis of the basic aims of 


U.S. foreign policy viewed both historically and as a projection. It 
will be an overall study, mee country and regional policies and 


a the total situation of U.S. pe in terms of factors set 
forth in the outline. The overall study will be aimed at enn 
our ability to evaluate the adequacy, effectiveness, and efficiency o 
U.S. foreign policy. 
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OUTLINE OF STUDY I-B 


I. Summary of findings. 
II. Conclusions and recommendations. 
III. Main body of report. 

A. U.S. foreign policy and the rapid and continuous changes 
throughout the world. 

1. U.S. programs will be scrutinized not only for their impact 
on the present governments of the countries in which 
they are carried on, but also for their effect on potential 
“next governments.” 

(a) The direction of the rapid and continuous changes 
taking place in the world around us and the extent 
to which these changes are accelerated by scientific 
discovery, industrial achievement, and political 
awareness by masses of previously dormant popu- 
lations. 

(6) The extent to which our foreign policy reflects an as- 
sumption of these changes in relation to our capac- 
ities and objectives. 

B. Examination of accepted formulations of U.S. aims and ob- 
jectives and the tools for an analysis of program operations 
and results. 

1. An effort will be made to translate accepted policies into 
instrumental aims and institutional objectives that can 
be related to specific operating policies of such agencies 
as ICA and USIS. 

(a) The extent to which we are operationally and effec- 
tively in touch with all elements of real power in 
each country or region. 

C. An analysis of the principle of noninterference in the internal 
affairs of other nations. 

1. The extent to which our wide variety of programs, projects 
business deals, military aid, technical assistance, financia 
arrangements, etc., affect the “domestic” affairs of other 
countries. 

(a) How can our foreign policy be geared to the reality of 

this involvement? 

(b) How can we develop a realistic evaluation of the success 
or failure of U.S. immersion in other nations’ internal 
changes? 

D. An analysis of the character, intentions, capabilities, and tac- 
tics of the Soviet Union. 

1. Our foreign policy response to a shifting Soviet initiative. 

E. Administration of US. foreign policy. 

1. An examination of the objectives of U.S. foreign policy 
in terms of the operating programs that have been de- 
veloped to achieve them. 

(a) What is the effect on our institutional objectives of the 
proliferation of agencies in international relations? 

(6) What kinds of administrative changes might be both 
useful and feasible? 

2. What policies and administrative arrangements can best 
assure the selection, training, and continuity of first-rate 
Americans in U.S. operations overseas? 
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Srupy II. Taz Principat Ipporogican Conriicts, VARIATIONS 
THEREON, THEIR MANIFESTATIONS, AND THEIR PRESENT AND 
PotTentTiAL Impact ON THE FornIcn Pouicy or tHe UNITED 
STATES 


Center for International Affairs, Harvard University, 6 Divinity 
Avenue, Cambridge, Mass. 


Submission date: November 10, 1959 


Purpose.—This study will analyze the principal political and ideo- 
logical forces of the 20th century which have attracted substantial 
support from peoples. It will assess the strengths and weaknesses of 
these forces, their future development or construction, and will rec- 
ommend such courses of action as would seem to serve the interests 
of the United States. 


OUTLINE OF STUDY II 


I. Summary of main findings. 
II. Conclusion and recommendations. 
III. Body of report. 
A. The anes of ideologies and their relation to U.S. foreign 
policy. 

1. A brief description of the origins and nature of ideology; 
its relationship to ethical, religious, philosophical, or 
political concepts; its development as a political and 
social phenomenon, and the major conflicts between 
worldwide ideologies as these affect the interests of the 
United States. 

B. U.S. policy and communism. 

1. An examination of the role of Communist ideology in the 
Soviet Union, China, and the East European satellites, 
including the following aspects: 

(a) Distinctions between ideology and other factors of 
national interest affecting the exercise of Commu- 
nist foreign policy. 

(6b) Major ideological concepts pertaining to foreign policy. 

(c) Evolution since the death of Stalin and aban 
trends over next decade. 

2. An examination of Communist bloc relations including— 

(a) Elements of ideological cohesion and conflict (includ- 
ing nationalism). 

(6) Emergence of the concept of “national” communism 
since the death of Stalin. 

(c) Probable future ideological changes affecting bloc rela- 
tions. 

C. An evaluation of the implications of alternative U.S. policies. 

1. Identification of those objectives of Communist ideology 
affecting vital interests of the United States. 

2. Probable effects upon Communist ideology of alternative 
U.S. policies relating to deployment, use, and control of 
military power; economic relations; political relations; 
travel and cultural relations. 
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D. US. policy and nationalism. 

1, An examination of the characteristics and sources of appeal 
of nationalism in countries at different stages of eco- 
nomic and political development. 

2. An analysis of the affinities or aversions of nationalism 
toward Western political concepts, communism, other 
en or neutralism in different parts of the 
globe. 

3. The merits or limitations of alternative U.S. policies over 

the next decade. 
E. US. policy and neutralism. 

1. An examination of the nature of “neutralism” or “non- 
alinement” and the extent to which it is beneficial or 
detrimental to the interests of the United States. 

2. Merits or limitations of alternative U.S. policies for affect- 

ing any change over the next decade. 
F. Other ideologies, issues, movements, forces, etc. 

1. An examination of the characteristics and the implications 
of other forms of ideological movements, such as fascism, 
racism, etc. 

2. Their implications for U.S. policy. 


Srupy III. Wortpwipr anp Domestic Economic PRoBLEMS AND 
Tuerr Impact oN THE ForeIGN Po.icy or tHe Unrrep Srates 


Corporation for Economic and Industrial Research, 1200 Jefferson 
Davis Highway, Arlington, Va. 


Submission date: July 20, 1959 


Purpose.—This study will explore the extent to which economic 
relations affect foreign policies and foreign policies affect economic 
relations. — 7 : ie ee of _ ee 9 

uestions as trade, fisca icy, and monetary policy to foreign policy, 

e major emphasis will Ga the problems affecting the ne sot sow 
trial nations. 

OUTLINE OF STUDY Ill 


I. Findings of the study. 
II, Conclusions and recommendations. 
III. Main body of the report. 

A. Introduction: Statement of viewpoint and focus of the re- 
search undertaken. The research will concentrate on those 
er foreign and domestic economic developments and 

roblems likely to generate tensions and strains requiring 
oreign policy decisions in the future. 

B. Identification of those economic developments and problems, 
both domestic and foreign, which at present (and in recent 
years) have raised important foreign policy issues. Sum- 
marize and analyze research materials, and relate the major 
problems revealed to the present foreign policy position of 
the United States. 

C. Define and discuss the present relative (economic) power 
position of the United States and its relation to U.S. foreign 
policy, and establish the benchmarks for the analysis of 
probable future changes (based upon 10-year projections), 
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and their probable impact on U.S. foreign policy. Examine 
the relative efficiency of Soviet industry as opposed to that 
of the United States and other countries in the free world. 

D. Classify the major problems important to U.S. foreign policy 
in terms of— 

1. Domestic a and developments bearing on U.S. for- 
eign policy. In particular, examine the prospective 
long-term growth of U.S. production (gross national 
os probable me A nee price movements, U.S. 

oreign investments, U.S. exports (including surplus 
products) and imports, and the ne balance of 

ayments position of the United States. Since much of 
U.S. forei policy since World War IT has been heavil 
influenced by the strength here, and weakness abroad, 
in the balance of payments, present and discuss probable 
changes in the U.S. balance of payments position in the 
decade ahead. 

2. Present and discuss major foreign a problems and 
developments. In terms of probable changes and 
possible tensions calling for U.S. foreign policy decisions, 
review developments in major geographic regions: 
Western Europe, South America, Africa, the Soviet 
Union and China, south Asia, and the Middle East. 
Attention will be directed mainly to (1) production 
trends, (2) special commodity problems, (3) forei 
trade patterns and changes, (4) price trends, and 6) 
balance of payments. 

3. Analyze the broad subjects listed above in terms of prob- 
able tensions they may generate, or a probable easing of 
strains, as may be indicated. Consider that O S 
balance-of-payments changes novv in evidence may lessen 
certain international strains important in recent years; 
also that, on the other hand, probable growth in Soviet 

oss national product and foreign trade are likely to 
build up other tensions requiring U.S. foreign policy 
decisions. 

4, In the light of the preceding, review and discuss probable 
shifting in economic power position of the United States 
vis-a-vis the major regions (listed in 2 above) and the 
bearing of such shifts on U.S. foreign policy. 


Strupy IV. Forerean Pouicy Impiications ror THE UNrTep States 
or Economic AND SociaL Conpitions In Lesser DEVELOPED AND 
UNcoMMITTED COUNTRIES 


Center for International Studies, Massachusetts Institute of 
Technology, Cambridge, Mass. 


Submission date: January 31, 1960 


Purpose.—This study will explore the extent to which economic and 
social conditions and the aspirations of lesser developed countries 
affect. the political, security, and economic interests of the United 
States. It will also examine the implications of alternative U.S. poli- 
cies toward the economic growth and political orientation of the lesser 
developed countries. 
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OUTLINE OF STUDY IV 


I. Summary of findings. 
II. Conclusions and recommendations. 
III. Body of the study. 
A. Summary of principal factors influencing economic develop- 
ment and political change in the underdeveloped countries. 
1. Economic factors. 
2. Political factors. 
_ 8. Social and psychological factors. 
B. The implications for U.S. foreign policy of economic, social, 
and political conditions in the underdeveloped countries. 
1. The objectives of American foreign policy with regard to 
the underdeveloped countries. 

2. The uses and limitations of foreign economic policy. 

(a) The potential role at different stages of economic 
development of such instrumentalities as capital 
loans and grants, technical assistance, foreign trade, 
and private investment. 

(6) The relationships between economic development and 
political change in non-Western societies, with par- 
ticular attention to ways in which economic policies 
may affect the political as well as the economic 
evolution of these societies. 

(c) The criteria which should determine the allocation of 
resources in different situations to various types of 
economic programs, 

3. Noneconomic policy instruments available to the United 
States in furthering its objectives and their relationships 
to foreign economic policy. 

(a) The role of military policy vis-a-vis the underde- 
veloped countries, with particular attention to the 
potential economic, social, and political effects of 
military assistance programs. 

(6) The overall impact of U.S. foreign policy (in its eco- 
nomic, military, diplomatic, informationsl, and 
other aspects) upon the attitudes and aspirations 
of important groups in underdeveloped countries. 
Ways in which the instruments of U.S. policy may 
be integrated and their purposes articulated so as 
to encourage attitudes conducive to economic and 
political evolution in the joint interest of these 
countries and the United States. 


Stupy V. Possiste DeveLtopments IN Muiuitary TECHNOLOGY, 
Tuetr INFLUENCE ON SrratTecic DocTRINE, AND THE IMPACT OF 
Sucn Deve.topments on U.S. Foreien Poticy 


Washington Center of Foreign Policy Research, The Johns Hopkins 
University, 1906 Florida Avenue NW., Washington, D.C. 


Submission date: September 15, 1959 


Purpose —This study will be concerned primarily with the inter- 
relationship between military capabilities, strategic doctrine, and 
foreign policy. It will examine the kinds of breakthrough in weapons 
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development which could radically alter the balances of world milita 
power over the next 10 years and consider the implications of soak 
changes upon strategic military doctrine and foreign policy. 


OUTLINE OF STUDY V 


I. Summary of main findings. 
II. Conclusions and recommendations. 
III. Body of the report. 
A. General introduction: The interdependence of technological 


development, military power, strategic doctrine, and for- 
eign policy, with special emphasis on the role of the techno- 
logical factor. 


B. U.S. interests and foreign commitments governing U.S. 


defense policy. 

The cold war in the context of overall U.S. foreign policy. 

(a) The primacy of defense. 

(6) The military component of defense. 

(c) Defense of home base and other non-Communist 
countries (the policy of “going it with others’’). 


. The scope of U.S. foreign military commitments. 


(a) Collective defense and unilaterial guarantees. 
(6) Collective security under the United Nations Charter. 


. Major strategic implications. 


(a) The global nature of U.S. strategy. 

(b) The problem of projecting U.S. power to Eurasia. 

(c) The challenge of the arms race and of technological 
competition. 


C. Technological development and the world balance of military 


1. 


. Technologica 


power. 
Generations of military technology. 
(a) The conventional generation. 
(6) The nuclear generation. 
(c) The nuclear-missile generation. 
(d) The am peat of new generations. 
and nontechnological factors in the balance 
of military power. 


. Phases in the world balance of military power. 


(a) U.S. nuclear monopoly. 

(b) U.S. nuclear superiority. 

(c) The “balance of terror’ and imbalances of defense. 
(d) Future possible changes in the balance. 


. Significant technological changes, recent and prospective. 


(a) Technology and nuclear striking power. 
(b) Technology and the tactical forces. 

(c) Technology and outer space operations. 
(d) Technology and air defense. 


D. USS. strategic doctrine, in the light of technological develop- 


ment, 


1. Concepts of deterrence and defense. 
2. Current doctrine and controversies, 


(a). Deterrence versus defense. 
(b) First strike versus retaliatory strategy. 
(c) Counterforce versus reprisal strategy. 


59001°—-59_ SS. Rept., 86-1, vol. 1-60 
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(d) General versus less-than-general war. 
(e) The “grand deterrent” versus other deterrents, 
({) Tactical nuclear versus conventional warfare. 
(g) Oversea deployment versus central reserves. 
hy) Foreign versus zone-of-the-interior bases and launch. 
ing sites. 
(7) Local defense versus strategic reprisal. 
3. The future evolution of strategic doctrine (alternative 
; courses and their respective merits). 
E. Implications of technological development (recent and pro- 
spective) for U.S. defense policy. 
1. Selected problems of future Us. defense policy; alliance 
policy. 
(a) Naser sharing and military assistance policies, 
(6) Disarmament policy. 
(c) Balancing of power policy. 
2. Future requirements of U.S. defense policy (estimates and 
speculations). 


Srupy VI. Possisuie Screntiric DEVELOPMENTS AND THEIR Poren- 
TIAL Impact ON ForeIGn Pouicy or THE UNITep States 


Stanford Research Institute, Menlo Park, Calif. 
Submission date: July 24, 1959 


Purpose.—This study will be an imaginative but scientifically sound 
examination of possible scientific developments during the next dec- 
ade, with an estimate of the impact of such developments on foreign 
relations. 

OUTLINE OF STUDY VI 


I. Main findings of the research. 
II. Conclusions and recommendations. 

III. Main body of the study. The project will point out the possible 
impact of scientific developments on the foreign policy of the 
United States. It will consider favorable and unfavorable 
effects. It will extrapolate our present knowledge about scien- 
tific Oe to outline the nature of typical foreign 
policy problems that may be faced by the United States as a 
result of such developments. The study will seek to assist 
the committee in determining what legislative action, if any, 
may be desired in the interest of preparing the United States 
to solve such potential future problems. 

A. What are some scientific developments that may affect the 
environment in which we live? A brief discussion of several 
examples would include an evaluation of the probable im- 

act of such developments on U.S. foreign relations. 
eenianien selected may include one or more of the following: 
1. Modifications of the geography through nuclear explosions 
or other means so as to shift the movement and dis- 
tribution of air and water masses and possibly modif 
climatic conditions in given areas. (For example, muc 
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interest. exists in the possibilities of damming narrow 
straits such as the Bering Strait, the Denmark Strait, or 
even the Norwegian Sea to delay the rapid melting of 
the icecap.) 

2. Modifications of world meteorological conditions. (For 
example, what types of controls or agreements might be 
needed should effective control of climate be achieved?) 

3. Dangerous increase in air or water pollution. (Will dis- 
posal of waste materials from large-scale use of atomic 
energy require international agreements?) 

B. What are some scientific developments that may affect the 
economic pressures for higher standards of living? The 
discussion would include such examples as: 

1. Population control. (What new pressures may arise both 
in and out of the United States from significant altera- 
tions of life expectancy or from the discovery of an in- 
expensive, effective birth-control mechanism?) 

2. New food sources. (What is the outlook for new food 
sources? What international agreements might be needed 
to “farm the sea’’?) 

3. New energy sources. (What are the prospects of using 
atomic, solar, tide, or wind energy? What impact on 
our foreign policy would a shift in the nature of energy 
requirements cause?) 

C. What foreign policy problems may arise from increased use of 
disputed areas or space? The topics discussed may in- 
clude one or more of the following: 

1. Mining the sea. (Will an increased use of the sea to pro- 
vide food and also to provide minerals in or below it re- 
quire new definitions of control and ownership?) 

2. Increased use of space. (Problems of satellite interference, 
interstellar debris, and space Supe? 

D. What impact may new discoveries in the field of human com- 
munications and understanding have on the foreign polic 
of the United States? The discussion will include suc 
topics as: 

1. Radio communications and problems relating to great in- 
creases in the range of radio transmission. 

2. Advances in psychological techniques (such as effect of 
subliminal messages, and new understanding of mass 
human motivation). 

3. The development of a world auxiliary language or speedy 

. translation system. 

E. In view of the nature and characteristics of the scientific 
developments discussed in this study and in view of their 
possible impact on the foreign policy of the United States 
what generalizations can be made about the potentia 
impact of scientific developments on the foreign policy of 
the United States? 

F, What measures, if any, may be desirable to prepare the 
United States to solve these and similar potential problems? 
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Srupy VII. Tae Rote or MULTILATERAL ORGANIZATIONS IN THE 
FORMULATION AND Conpuct or U.S. Foreren Pouicy 


The Brookings Institution, 722 Jackson Place NW., Washington, D.C. 
Purpose, submission date, and outline.—See Study VIII. 


Strupy VIII. FormuLation aAnp ADMINISTRATION oF U.S. Forrian 
Po.uicy 


The Brookings Institution, 722 Jackson Place NW., Washington, D.C. 
Submission date: October 19, 1959 


Purpose.—This study will be concerned primarily with an analysis 
of the existing structure and process of the Federal Government for 
the formulation of foreign policy and the making of day-to-day deci- 
sions. It will examine such subjects as the role of American interest 
groups and public opinion in the formulation of our policy and its 
conduct in a democracy, the operation of the National Security 
Council and its effectiveness especially in the coordination of military 
and foreign policy, the operations of the Policy Planning Staff, and 
the actual as distinct from the constitutional division of responsibility 
between the executive and legislative branches of the Government for 
the formulation of foreign policy. This study will also examine the 
organization of the U.S. Government for dealing with Latin American 
affairs, and the role of multilateral organizations in the formulation 
and conduct of U.S. foreign policy. 


OUTLINE OF STUDY VIII 


I. Summary: Scope, conclusions, recommendations. 
II. Introduction. 
A. Controlling assumptions. 

1. The major segments of Government to be examined will be: 
(a) Executive Office of the White House. 
(b) National Security Organization. 
(c) Department of State, ICA, USIA. 
(d) Department of Defense. 
(e) Depervaes of the Treasury, Commerce, and other 

epartments and agencies, 

(f) The Congress. 

2. ‘he period for which conclusions and recommendations 
will be projected will be long range, covering several 
decades. 

3. The approach will be that of a general appraisal of the 
existing system in relation to the orale requirements 
of the long-term future. 

B. Design of the study. 

1. Examination of the prospective environment that is likely 
to condition policy formulation and administration. 

2. Identification and discussion of the major problems, giving 
special attention to U.S. relations with Latin America. 

3. Conclusions, with broadly stated recommendations, in a 
form that will focus attention on emerging requirements, 
possible lines of action, and problems of adjustment. 


_ ema 
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III. The prospective environment for policymaking and administra- 


IV. 


tion. 

A. World environment. Analysis of the following major trends 
presented in such a way as to bring out the problems posed 
regarding the processes by which the U.S. Government de- 
termines national goals, formulates policies, and conducts 
operations. 

1. Demographic: future trends of population growth and 
distribution. 

2. Scientific-technological: communications, transport, indus- 
try, agriculture, en , Weapons systems. 

3. Politicosocial: general political and social conditions within 
and among states which affect their international roles. 

B. Internal environment within the United States. 

1. Demographic. 
2. Scientific-technological. 
3. Politicosocial. 
C. Implications for the future. 
1. Major challenges likely to confront the United States, in- 
uding its relative position in the world. 
2. Requirements for effective policy formulation and admin- 
istration. 

Analysis of the major problems. 

A. The Government and the people. The discussion will be 
concerned with the general role of the U.S. public, including 
consideration of the implications of foreign opinion, in the 
process of formulating and executing foreign policy. 

1. Majer interests and groupings concerned with foreign 
icy. 
2. Major functions performed by the public. 
3. Principal channels and devices used, including partisan 
and nonpartisan approaches. 
4. General assessment of public impact. 

B, The definition of congressional and executive roles. The 
discussion will be concerned with the definition of the 
respective roles of the two branches, the possible distribu- 
tion of decisionmaking ee between them, the 
level at which consensus should be developed and main- 
tained, means of strengthening interbranch cooperation, 
and the adjustment of concepts—both working and con- 
stitutional—that would be involved. 

C. Organization of the Congress to deal with. foreign policy. 
The analysis will concentrate on major administrative 
questions involved in legislative action on foreign policy 
matters. 

1. Allocation of functions within the Congress. 
2. The institutions and processes used to deal with foreign 
policy issues. 

D. The location of decisionmaking responsibility in the executive 
branch. The discussion will be concerned with— 

1, The kinds of decisionmaking responsibility involved, 
including the function of coordination. 

2. The most effective distribution of the various kinds of 
decisionmaking. 
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E. The establishment of administrative controls in the executive 
branch. Given a definition of roles and a distribution of 
decisionmaking responsibility, this discussion will be con- 
cerned with the overall problem of directing in a coherent 
operation the responsibilities that have been distributed. 
Special aspects of the problem have to do with— 

1. The functions of collecting, processing, and communicating 
intelligence. 

2. The function of long-range and short-range policy formula- 
tion. 

3. The function of implementation to insure adherence to 
agreed basic goals and policy lines; or, to uncover the 
need to reconsider such goals and lines. 

4. The function of personnel eae and management. 

. Diplomatic representation and negotiation. This section will 
give special attention to the institutions and processes used 
to keep in daily touch with other states. 

1. Bilateral channels. 

2. Multilateral instrumentalities. 


V. Conclusions and recommendations. The conclusions will con- 


centrate on summarizing the world environment, the require- 
ments for acting effectively to maintain U.S. interests and 
influence, the main directions in which organizational change 
should move, and the problems that would face a consistent 
and continuous effort to adjust the present system to estimated 
future requirements. The recommendations will state in broad 
general terms the types of change that are called for, and will 
suggest possible ways of effecting them by concurrent action 


in various segments of the existing system and in progressive 
stages. 


GEOGRAPHIC OR REGIONAL STUDIES 


Purpose.—lt is envisaged that these studies will explore the trends 
or developments which may affect the economic, political, and 


nneeriay: interests of the United States in each region. The studies 
also wi 


e concerned with the effects of alternative courses of action 


the United States upon these trends as well as the possible effects 
regional developments upon U.S. foreign policy. 


Srupy IX. U.S. Forrien Pouicy 1n Western Evrore 


Foreign Policy Research Institute, University of Pennsylvania; 


Philadelphia, Pa. 
Submission date: August 20, 1959 


OUTLINE OF STUDY Ix 


I, Summary of main findings. 
TI. Conclusions and recommendations. 
ITI. ow of the report. 





hat are the salient strategic, political, economic, and 
cultural characteristics of Western Europe? A brief survey 
of current trends, with particular reference to official and 
public attitudes toward Western Europe’s position in the 
cold war struggle and in the world. 
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B. What are Europe’s prospects for economic growth, and its 
probable role in a changing world economy? An examina- 
tion of the ways in w ich the emerging patterns of the 
European economy may affect the long-range interests of 
the United States, including consideration of such topics as: 
1. Various concepts of European economic organization 

e.g., Common Market and free trade area, as rela 
to conflicting national interests and the political 
climate of nationalism. 

2. The probable long-term impact of varying degrees of 
European economic cooperation upon regional growth, 
financial stability and social conditions. 

3. Western Europe’s economic relations with dependent 
territories and with other trading areas, particularly 
the United States. 

C. What are the prospects for increased political stability and 
unity in Europe? This section will deal with such issues as: 

1. The nature and strength of rival nationalisms and intra- 
European tensions. 

2. The “third force” idea and European neutralism. 

3. Dissolving traditional political party structures and the 
search for new programs and leaders. 

4. Development of the European and Atlantic Community 
ideas, and the political role of NATO. 

5. The European Powers and colonial questions. 

ID). What are likely developments regarding the European secu- 
rity problem? An analysis of the wrollatle role of Western 
Europe in the East-West conflict, with particular reference 
to the NATO alliance. This analysis will take into account 
the following questions: 

1. The defense posture of Western Europe and its adequacy 
to meet possible Soviet military and nonmilitary offen- 
sives. 

2. Reliance on American deterrent power; the search for an 
independent nuclear weapons capacity and its likely 
consequences. 

3. The interrelated problems of disengagement, armaments 
control, and German reunification. 

4. The future evolution of Euroepan foreign policies and 
strategic doctrine vis-a-vis the East-West conflict and 
the defense of areas vital to Western Europe’s security 
and economic position. 

E. What policies should the United States adopt in the light of 
estimated trends in Western Europe? ‘This section will 
examine alternative American policy approaches with the 
aim of developing ways to increase free world cohesion 
against the Sino-Soviet bloc threat. In this context, it 
will seek to discover means of reconciling the interests of 
Western Europe with those of the newly independent 
countries of the Middle East and Africa. 
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Srupy X. U.S. Forzren Pouicy 1 toe U.S.S.R. anp Eastern 


EvurRopg 


The Russian Institute, Columbia University, New York, N.Y. 


Submission date: December 7, 1959 


OUTLINE OF STUDY X 


I. Major findings: A summary. 
II. Recommendations. 
III. Body of report. 


I. Trends in the Soviet orbit 


A. Assumptions and underlying outlook, including— 
1. No total war initiated by error or by us. 
2. No scientific or technological changes altering basic and 


foreseeable power relationships. 


B. Where is the Soviet Union heading? 


1, 


. Aspects of 


gp of major hypotheses and their adequacy, in- 

cluding— 

(a) Expectation of early internal collapse. 

(0) niaaereene and mellowing process due to economic 
growth. 

(c) Immutability of the totalitarian order. 

(d) Power politics as the total answer. 

Soviet domestic development. 

(a) Soviet society: a sense of mission versus a quest for 
creature comforts; the new generation. 

(6) Soviet intelligentsia. 

(c) Soviet science, education, and military affairs: the 
years ahead. 

(d) Soviet elite: distribution of power; the next suc- 
cession, 

(e) Tensions in state and society. 


. Likely trends in Soviet domestic life and politics. 


(a) The question of persistence of totalitarianism and 
police state. 

(b) The future role of ideological elements. 

(c) The extent of continued socioeconomic engineering. 

(d) Likely rates of economic growth. 


. Soviet foreign policy. 


(a) Soviet objectives. 

(b) Soviet view of foreign policy. 

(c) Attitude toward China, Eastern Europe, and com- 
munism abroad. 

(2) Means of Soviet policy. 

(e) Soviet strategy in capitalist areas in ‘‘zones of peace.” 

¥ Attitude toward war and peace. 

) Soviet expectations for the years ahead. 
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5. Problems in the Soviet world view and decisionmaking 
including— 
(a2) Rationality, predictability, pragmatism of Soviet 
action. 
(b) Long-range constants versus short-term flexibility; 
(c) Planning versus “muddling through.” 
(d) Elite struggles and foreign policy. 
6. Eastern Europe: future cohesion, vulnerabilities, economic 
and political integration. 


II. U.S. objectives and policy 


. Review of underlying objectives and of major alternatives 

and their adequacy, including: “Liberation,” ‘“contain- 

ment,” “disengagement,” preventive war, noncommunica- 

tion, ROEIne SEP for the future, surrender, international 

control and action. 

. Areas of conflict with the Soviet Union. 

1. Difference of world view, difference of social and political 
structure and values. 

. Economic race: production, consumption, distribution; 
trade policy. 

. Military race: the prospects of parity. 

. Contest for the hearts and minds of men. 

. Territorial issues, including Germany, NATO, under- 
developed areas. 

. Nonterritorial issues (disarmament, nuclear control and 
inspection, outer space). 

. Tensions and fissures in the Soviet orbit and their significance 

for U.S. policy, including— 

1. Possible centrifugal forces in Eastern Europe. 

2. The question of Sino-Soviet tensions. 

3. The problem of separatism in the U.S.S.R. 

4. Economic issues. 

5. Military problems. 

. Areas of possible mutual U.S.-U.S.S.R. interest and co- 

operation. 

. Ways and means for American policy. 

he underlying objectives. 

. The uses of allies. 

. The uses of information programs, nterpersonal contacts, 
U.S. specialists in the USSR. commercial relations. 

. U.S. military capability and preparedness. 

. Role of United Nations and international law. 

. The United States as a model. 


oa cre OO be 
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III. The dynamics of U.S.-Soviet relations: the impact of U.S. policies 
on Soviet outlook and behavior, and vice versa 


Srupy XI. U.S. Forzren Ponicy in THe Near East 


Institute for Mediterranean Affairs, Inc., 27 East 62d Street, New 
York, N.Y. 


Submission date: July 20, 1959 
OUTLINE OF STUDY XI 


I. Summary of main findings. 
II. Conclusions and recommendations. 
III. Body of the report. 
A. What are the salient geographical, social, cultural, political, 
and economic characteristics of the Near East? 

1. A brief survey of the area as the scene of complexities and 
confusion of boundaries, ethnic groups, religious affilia- 
tions, contradictory and mutua y exclusive aspirations 
and trends—inherent in its long history of shiftin 
regimes and confounded by the rivalries and division o 
spheres of influence of the prewar European imperial- 


isms. 

2. An analysis of the present ferment and upsurge of Arab 
nationalism in both its main elements—positive and 
negative—striving toward unity and integration, com- 
bined with the reaction of resentment to past European 
dominance and exploitation, as well as to present big 
power determination to perpetuate influence “est a 
vacuum be created.” 

3. The prospects for survival of small, weak states in the 
area. 

4. The status of non-Arab and non-Moslem minorities in the 
various countries of the area—and their aspirations and 
loyalties. 

5. The nature of the various elements of resistance to Arab 
unification as envisaged and symbolized by Nasser and 
Nasserism; the prospects of an alternative rival move- 
ment or movements toward Arab national self-assertion 
and integration; the tension between Cairo and Baghdad 
—historical and present. 

6. Tensions and rivalries between Arab nationalism in the 
Near East and North Africa. 

7. “Near East” or ‘Middle East”—are these terms still 
meaningful and adequate designations for the purposes 
of formulating a contemporary policy, as they were in 
the period of European dominance of the area? Or 
should these terms be abandoned as inadequate and 
panes even as an impediment in crystallizing a — 
or dealing with a variety of geographic entities, whic 
though contiguous are by no means amenable to con- 
ceptual generalizations and which represent a multitude 
of separate problems many of which transcend the geo- 
graphical boundaries altogether? 
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B. What is the present and likely future role of the Near East in 


the world power struggle? An analysis of the area as a 
field of competition and conflict between the great powers. 
1. This section will consider the nature of interests and 
stakes both of the East and of the West in the area; an 
appraisal of their validity; an analysis of the problem 
whether they are mutually exclusive or amenable to 
adjustment and a modus vivendi. 

2. Comparative success and failure of both the East and the 
West in pursuing their policies in defense of their 
respective stakes and interests. 

8. An analysis of the comparative economic, cultural, and 
security stakes the Near Eastern peoples may have 
objectively in the East and in the West, respectively 
as well as the respective capabilities of Russia an 
America to live up to the expectations inherent in these 


stakes. 
4. The extent of the desire and ability of Near Eastern 
countries to pursue a policy of genuine neutrality. 


. What are the area’s main economic problems and the pros- 


ects for their long-term solution? An analysis of the need 
or economic development, the resources available for it, 
the internal and external ramifications of oil in the area 
and probable trends with respect to these issues. This 
section should take account of such factors as the following: 
1. The interaction of economic with political and social 
considerations. 
2. The ability of Near Eastern governments to take concerted 
economic actions on their own. 
3. Future external markets for oil, especially referring to 
European dependence on the Near East. 
4. The economic and political role of private oil companies 
in the area. 


. What are the prospects with regard to the Arab-Israeli conflict? 


An examination of the principal barriers to a reduction of 
tension, their effects on the region as a whole, actions which 
could promote a modus vivendi, and the likelihood of such 
a solution over the long term. 


. What should be the U.S. policies in the light of estimated de- 


velopments and trends in the Near East? This section 
should evaluate the impact of anticipated developments 
and U.S. interests, and the alternative approaches open to 
the United States in dealing with the main issues. The 
analysis should include consideration of the following 
themes: 

1. Definition of actual and potential objectives and interests 
of the U.S. foreign onlay in the area—their priorities, 
comparative value and compatibility, such as stability 
and peace; economic progress; expanding democracy; 
spread of education; military alliances and bases; oil; 
trade, etc., etc. 

2. In view of the definition of such objectives and interests 
to test the relevance of current US. policies to future 
trends, assuming that our interests in the area will or 
will not fundamentally change. 
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3. Feasible alternative U.S. policy approaches toward internal 
and intraregional developments especially in terms of— 

(a) Identification with existing governments or with ma- 
jority political forces seeking power; 

(6) Criteria for exercising influence or intervention; 

(c) U.S, participation in territorial and regional economic 
development; 

(d) The degree of influence to be accorded considerations 
of the factor of oil; 

(e) Arguments for and against evolving an official U.S. 
policy toward oil oe private oil interests; reconcilia- 
ion of oil industry policy with U.S. foreign policy; 
an 

(f) The degree of influence to be accorded military consid- 
erations; conciliation of military considerations with 
U.S. principles of constitutional government and 
individual freedom. 

4. Feasible alternative U.S. approaches toward the developing 
external relations of the region, especially with regar 


(a) Trends toward or away from neutralism; 

(6) The continuing “presence” of European countries in 
the area; 

(c) Relations with the Sino-Soviet blocs; and 

(d) Relations with non-Arab Africa. 

F. The implications of possible conflicts or inconsistencies be- 
tween U.S. policies toward the Near East and other areas 
of the world with particular reference to generally accepted 
views of traditional American ideals and principles. 


Stupy XII. U.S. Foreren Pouicy rm Sours Asra 
Conlon Associates, Ltd., 310 Clay Street, San Francisco, Calif. 


OUTLINE OF STUDY XII 
(See Study XIV) 

Stupy XIII. U.S. Forgien Ponicy in AFrica 
African Studies Program, Northwestern University, Evanston, Il. 
Submission date: September 1, 1959 
OUTLINE OF STUDY XIII 


I. Summary of principal findings. 
II. Conclusions and recommendations. 
III. Body of the report. 
A. Survey of the present situation, 
1. Economic factors. 
(a) The resource base. 
(b) Utilization of resources. 
(c) Planning schemes. 
(d) Actual and potential contributions of Africa to world 
economy. 
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. Political factors. 


(a) The nature of African nationalisms. 

(6) The constitutional problems. 

(c) Independence, lesal. autonomy, and colonial control. 

(d) Tribalism and parliamentary democracy. 

(e) Movements for a United Africa; the Ghana-Guinea 
agreement: the 1958 Accra Conference. 

(f) Northern and Subsaharan Africa; the general role of 
Islam; Egypt-Ghana tensions; the role of. a self- 
governing Nigeria: 

(g) Communist penetration and influence. 


. Social factors. 


(a) Indigenous patterns of stratification. 

(6) Multiracial societies and interracial relations; the 
Ghana-South Africa polarities. 

(c) Education and the language question. 

(d) Urbanization and industrialization. 


. The United States and Africa. 
3 


The nature of U.S. interests and commitments in Africa. 
(a) Strategic. 

(6) Economic. 

(c) Missionary. 

(d) Educational. 

(e) Diplomatic. 


. The evolution of official U.S. policy as regards Africa. 


(a) Liberia. . 

(6) The circumstances of colonial control and African 
movements for independence, 

(c) The semiautonomous states. 

(d) The newly independent states. 


. Problems for the immediate future affecting U.S.-African 
1. 


relations. 

Nationalism and colonial control. 

(a) Afriean and white nationakems. 

(6) Belgian colonialism in transition. 

(c) The Portuguese territories. 

(d) Effects of north African developments, 


. Racial tensions. 


(a) In east and central Africa. 


(6) In the Union of South Africa. 


. Economic development. 


(a) In dependent territories. 

(6) In independent states. 

(c) Public and private sources of American financial aid. 
(d) Other sources of external aid. 


. Cultural relations. 


(a) Exchange of persons. 

(b) Aid for libraries and institutions of higher learning. 

(c) The problem of diffusing knowledge of changing 
Africa in the United States. 

(d) The vr ag of knowledge of American life and values 
in Africa. 
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5. Subsaharan Africa and the posture of neutrality in the 
East-West —— 
(a) Attitudes of Africans toward East and West. 
(b) pane pa of India and the Indian populations of 
rica. 
(c) The historical pulls and economic balancing. 
(d) The expressed position of Africans as indicative of 
future attitudes. 
D. The United States, the United Nations, and Africa. 
E. Evaluation of future alternative U.S. policies toward Africa. 


Srupy XIV. U.S. Foreren Pouicy 1n Toe Far East anp 
SourHeast Asia 


Conlon Associates, Ltd., 310 Clay Street, San Francisco, Calif, 
Submission date: September 1, 1959 


OUTLINE OF STUDY XIV 


I. Main findings. 
II. Conclusions and recommendations. 
III. Body of report. (In order to present a concise and easily readable 





document, major findings will be set forth in summary fashion 
excluding extensive supporting data or detailed argumentation 
from the body of the report.) 


I. U.S. foreign policy interests in the region as a whole 


A. A brief description of the existing situation. 

B. A forecast of probable peas eee during the next decade 
of major significance for U.S. foreign policy. 

C. An evaluation, in terms of U.S. interests, of the relative 
merits or implications of alternative U.S. policies related to 
developments in the region during the next decade. 

A summary analysis of the potentials and limitations upon 
the United States for influencing the course of develop- 
ments in the region during the next decade. 


II. U.S. foreign policy interests in south Asia 


A description of existing conditions, forecast of petenle develop- 
ments during the next decade, and analysis of the implications 
of alternative U.S. policies with specific application to U.S. 
interests and programs in India, Pakistan, Nepal, and Ceylon. 


III, U.S. foreign policy interests in southeast Asia 


A description of existing conditions, forecast of probable de- 
velopments during the next decade, and analysis of the impli- 
cations of alternative U.S. policies with specific application of 
US. interests and programs in Burma, Thailand, Cambodia, 
Laos, Vietnam, Malaya, the Philippines, and Indonesia. 
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IV. U.S. foreign policy interests in east Asia 


A description of existing conditions, forecast of probable de- 
velopments during the next decade, and analysis of the impli- 
cations of alternative U.S. policies with specific application to 
U.S. interests and programs in Korea, Japan, Communist 
China, and Taiwan. Special attention will be given in this 
section to China. 


Lerrer To RetirreD ForeIGN SERVICE OFFICERS 


U.S. Senate, 
CommiTreE ON Foreicn RELATIONS, 
January 15, 1959. 

DEAR : As you may know, the Senate last summer instructed 
the Committee on Foreign Relations to undertake studies of U.S. 
foreign policies to attempt to determine the extent to which those 
policies advance, fail to advance, or can be made to advance the 
security and well-being of the people of the United States. Senator 
Theodore Francis Green, chairman of the Committee on Foreign 
Relations, appointed an executive committee consisting of Senators 
Sparkman, Hickenlooper, Aiken, and myself, and asked that we under- 
take principal responsibility for directing and coordinating the com- 
mittee’s work. 

In attempting to discharge our responsibilitics, the executive com- 
mittee, of which I am chairman, is in the process of making arrange- 
ments for certain research projects to be undertaken by competent 
educational and research institutions. There is enclosed a copy of 
the committee’s report on the resolution under which it is operating 
as well as a statement dated October 15, 1958 indicating the general 
nature of the committee’s research projects. 

My purpose in writing to you and a limited number of former 
sanhen of the Foreign Service is to endeavor to obtain for the use of 
the committee the personal views of men of practical experience with 
respect to the foreign policy of the United States. Certainly your 
experiences have been unusual. They will tend, I am sure, to pro- 
vide a realistic background against which we may be able better to 
evaluate the product of theoretical research. The views which you 
hold with respect to our policies should be of great weight and of 
assistance to the committee in formulating its views. 

It is my hope that the committee in its final report will be able to 
recommend courses of action which will serve to avoid transito 
issues and concentrate instead upon the fundamental forces at wor 
within and without the United States which must be understood if our 
foreign policy is best to serve the Nation. For that reason, rather 
than ask you to answer a questionnaire or comment on selected topics, 
I believe it would be most helpful to the committee if it were possible 
for you to give us simply your general commentary on what is right 
with our policies, what is wrong with our policies, and what action 
be inaction) might in your opinion best serve our interests in the 
uture. 

I can assure you that such views or recommendations as you may 
wish to express will not be attributed to you as an individual. De- 
pending upon the nature of the response to this letter, however, it. 
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may be that the committee would wish to make public in a generalized 
form and without personal attribution the substance of the views of 
former members of the Foreign Service who respond to this letter, and 
I should like your permission, therefore, to make such use of your com- 
ments unless you specifically withhold permission. 

Of course, you are under no obligation to respond to this letter. I 
cannot help but believe, however, that the views of the some 50 
officers to whom this letter is being addressed would be of tremendous 


value to the Committee on Foreign Relations in the formulation of its 
final report. 


Sincerely yours, 
J. W. Fursricart. 
Enclosures: (1) Report on resolution; (2) October 15 statement. 


O 


Calendar No. 111 


86TH CONGRESS t SENATE ‘ Report 
1st Session No. 119 





INVITATION TO HOLD THE 1964 OLYMPIC GAMES IN THE 
UNITED STATES 


Marcu 19, 1959.—Ordered to be printed 


Mr. Fuusricut, from the Committee on Foreign Relations, 
submitted the following 


REPORT 


[To accompany S.J. Res. 73] 


The Committee on Foreign Relations, to whom was referred the 
joint resolution, Senate Joint Resolution 73, extending an invitation 
to the International Olympic Committee to hold the 1964 Olympic 
games at Detroit, Mich., having considered same, report the joint 
resolution favorably to the Senate with amendments and reconimend 
that, as amended, it do pass. 


PURPOSE 


The purpose of the joint resolution is to give the endorsement of 
the U.S. Government to an invitation proposed to be extended by 
the U.S. Olympic Association to the Gitachatibon! Olympic Com- 
mittee to hold the 1964 Olympic games in the United States. 


BACKGROUND 


For over 10 years, the U.S. Olympic Association has been endeavor- 
ing to have the Olympic games held in the United States, which was 
last host in 1932. Its invitations in 1949 and again in 1955 to hold 
the games at Detroit in 1956 and 1960 respectively were not accepted. 
Both these invitations were endorsed by Congress, through Senate 
Joint Resolution 56 (Public Law 22) in 1949 and through Senate 
Joint Resolution 14 (Public Law 6) in 1955. Senate Joint Resolution 
73 in its present form is identical to Senate Joint Resolution 14, 84th 
Congress. 
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2 THE 1964 OLYMPIC GAMES 


COMMITTEE ACTION 


Senate Joint Resolution 73 was introduced by Senator Hart on 
March 9, 1959 At its meeting on March 17, the committee discussed 
the resolution and requested further information on the possibility of 
Federal funds being required in the future. This information was 
received on March 18 in the form of a letter from the Detroit Olympic 
Committee, which is reproduced below for the information of the 


Senate 


Derroit CLympic CoMMITTES, 
Detroit, Mich., March 17, 1959. 
Hon. J. Wiiuiam FuLsricnt, 
Chairman, Foreign Relations Committee, Senate Office Building, 
Washington, D.C 
Dear Senator Fuusricut: Relative to the proposed joint resolu- 
tion extending an official invitation for holding the 1964 Olympic 
ames at Detroit, we wish to advise that financial aid from the Federal 
j0vernment has not been given consideration and is not in any way 
involved in this project. 
Further, to the best of our knowledge financial aid from the Federal 
yao gt was not involved in the 1932 Olympic games at Los 
ngeles. 
We trust the foregoing information will suffice to enable you to give 
prompt and Gaeseable consideration to the above-mentioned resolution. 
Very sincerely, 
F, C. Marruags, Chairman. 


The Committee also has had the benefit of the comments of the 
Department of State, which recommended certain modifications in 
its letter of March 13, 1959, the text of which follows: 


DEPARTMENT OF STATE, 
Washington, March 13, 1959. 
Hon. J. W. Fuusriear, 
Chairman, Committee on Foreign Relations, U.S. Senate. 


Dear Senator Fusricar: I have received your letter of March 
10, 1959, requesting the Department’s comments on Senate Joint 
Resolution 73, which states that, “The Government of the United 
States joins in the invitation of the U.S. Olympic Association to the 
International Olympic Commitiee to hold the 1964 Olympic games 
in the United States at Detroit, Mich.” 

The Department of State supports the basic purpose of this resolu- 
tion. The United States has not had the summer Olympic games 
since 1932. The Department of State understands that it is the 
practice of the Olympic committees of. the various cn 
countries to propose the city in their respective countries in whic 
they recommend the holding of the games. The city of Detroit has 
sought the games for many years, and we have been informed that it 
has the support of the U.S. Olympic Committee in its application to 
serve as host for the games in 1964. 

The Department believes that the language of this resolution might 
appropriately be changed to read that the Government of the United 
States “would welcome the holding of the 1964 Olympic games in 
the United States” (this replaces the language in lines 6, 7, 8, and 9 
stating that, “the Government of the United States joins in the 
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invitation of the U.S. Olympic Association to the International 
Olympic Committee to hold the 1964 Olympic games in the United 
States at Detroit, Mich.’’). Corresponding modifications should 
also be made in the title of the resolution. 

The Department believes that this resolution with these slight 
changes will ars support the invitation of the U.S. Olympic 
Association. The resolution would serve to reveal our adherence to 
the principles of good sportsmanship and our belief in the Olympic 
ideal—that mutual understanding among nations and peoples may be 
advanced through the free competition of individual athletes from 
throughout the world. To have the games in the United States 
would afford an opportunity for hundreds of thousands of visitors 
— countries to visit our country and see and understand our 
people. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Wituiam B. Macomser, Jr., 
Assistant Secretary 
(For the Acting Secretary of State). 


On March 19, the committee agreed to report the joint resolution 
favorably to the Senate with the amendments suggested by the 
Department of State. 

RECOMMENDATION 


The site for the 1964 Olympic games will be chosen by the Inter- 
national Olympic Committee at a meeting to be held in April. The 
committee, therefore, urges prompt ont favorable action by the 
Senate on the joint resolution with the amendments recommended by 
the committee. 0 





